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EXECUTIVE SUMMARY

This report provides an overview of the development of green banking practices in China,
identifying major policies and practices, performance to date, as well as barriers to further
expansion. It also explores green banking practices within one of China’s largest banks—the
Industrial and Commercial Bank of China (ICBC)—providing practical development and
management examples of green banking practices. Through this work, policymakers can
better understand green banking’s successes to date, and what barriers need to be addressed
to further scale green banking in China.

Green financial reform is especially important considering the scale of Chinese banks.
China’s four largest state-owned commercial banks, the “Big Four,” are also the largest banks
in the world, with combined total assets of RMB 103.6 trillion (USD 14.8 trillion).! Considering
China is the largest source of CO2 emissions globally, accounting for nearly one third of

the global total, and that up to RMB 95.45 trillion (USD 14 trillion) will be needed over the
next decade to support China’s green transition, accelerating green practices within China’s
banking ecosystem is essential to meeting decarbonization targets.?

The impact of China’s banking system goes beyond China’s borders. Together the Big Four
contributed USD 240 billion to the fossil fuel industry from 2016 to 2019.2 44% of this
contribution, or USD 106 billion, went towards coal mining and coal power, making the Big
Four the top four financiers of coal globally.# China is also expected to finance in excess of
USD 1 trillion for foreign infrastructure over the next ten years through its Belt and Road
Initiative.

This report also provides a first look at the performance of green credit portfolios of China’s
major banks. Our analysis indicates that green portfolios, to date, perform better than a
benchmark of traditional portfolios in terms of non-performing loans. Although just one
indicator, it suggests that expanding green banking in China could improve risk management.
Taken together, the findings of this report show that a solid foundation for green banking is
now established. Although the impact of green banking has been relatively small to date,
there is significant potential to scale, which would have major impacts on the availability of
financing for sustainable infrastructure around the world.

DEVELOPMENT OF GREEN FINANCING IN
CHINA

Green finance has developed rapidly in China in recent years. Just like other elements of
Chinese policymaking, the development has been top-down, with high-level directives
guiding market development. Once there was high-level political buy-in, the market response
was fast.

After the launch of the Guidelines for Establishing the Green Financial System in 2016, green
credit policies proliferated across several ministries and regulators, including direct financial
incentives provided to banks that expanded their green credit portfolios.

S&P Global (2020)
CCICED (2014)
RAN, et al. (2020)

Ibid.
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For example, the People’s Bank of China (PBoC) created green incentives in two ways
under its re-lending policy. Green loans are now accepted as part of the standing lending
facility (SLF), and green bonds at AA rating are accepted as collateral in its medium-
term lending facility (MLF), both of which deliver favorable capitalization and interest
rate benefits. In addition, the evaluation of banks’ green performance is now included in
PBoC’s macroprudential assessment (MPA) framework, giving banks additional incentive
to expand and report on their green portfolios.

These changes also expanded the range of green instruments used by Chinese banks,
showing increasing diversity across specialized tools, collateral methods, asset-backed
securities, and international green credit lines, as shown in Figure 1 below. The most
important instruments are green loans and green bonds, but the market is broader and
includes mechanisms of international green finance cooperation.

Specialized Financialization of International Green
Instruments environmental rights Credit Lines

WB & GFC Energy
Environmental Efficiency Program
credits

Solar power
loans

ADB Green
Building Program

Energy efficiency
loans

Emission IFC China Energy and
allowances Efficiency Program

Waste management
loans

Reforestation
loans

AFD Efficiency and

Renewables Program

Carbon assets

Green bonds, asset-
back securities

KFW Green
Energy Program

Figure ES1: Overview of the di Lerknt types and examples of green credit tools

KEY STATISTICS

The total balance of green loans is growing as a share of the overall credit balance,
expanding from 8.8% in 2013 to 10.4% at the end of 2019, to reach a cumulative total of
over RMB 10.6 trillion (USD 1.5 trillion). The vast majority went to clean transport and
clean energy, which made up 45% and 24% of green finance in 2019 respectively.

Green loans in China have performed better than conventional loans. As shown in Figure
2 below, at the end of 2018, the non-performing Loan (NPL) ratio for green loans stood
at 0.42%, while the overall credit NPL ratio stood at 1.83%. This is significant, as it
indicates that green loans are less risky and such evidence can be used to justify including
green factors for financial system governance by regulators. However, it should be noted
that factors other than “greenness” may be influencing the trend as well, such as the fact
that many green loans are for infrastructure projects, which are already considered a
relatively stable asset class.
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Figure ES2: Non-performing loan proportions of green and non-green loans®

IMPACTS ON THE FINANCIAL SYSTEM

The development of green bonds and green credit is starting to change the lending behavior
and capitalization of Chinese banks. Due to regulatory pressure to increase financing for
green activities, and the increasing understanding of the financial risks of high-carbon
portfolios, banks are integrating green criteria into their lending decisions and credit risk
analyses. Moreover, the decreasing size of customer deposits in China has driven banks to
increasingly rely on capital markets, raising capital through bond issuance in international
and Chinese interbank markets and by listing on stock markets.

The removal of the 75% loan-to-deposit ratio (LDR) requirement by the PBoC in 2015 paved
the way for banks to issue more bonds, leading to a clear increase in LDRs across the banking
sector.® The average LDR of major banks reached 82% in 2018.7 This, however, adds pressure
on banks as funding costs for deposits are approximately 1%, compared to bond issuance at
2.5% in the domestic interbank, and 3% in international capital markets.

The top green lenders by proportion are state-owned commercial banks such as Bank of
China, China Construction Bank, and Agricultural Bank of China. Two banks out of the 21 main
banks in China are developing into banks specialized in green finance, namely Industrial Bank
and Shanghai Pudong Development Bank. Both were amongst China’s first green bond issuers
and have some of the highest green loan proportions.

There is also significant potential for China’s three policy banks—China Development Bank
(CDB), China Export Import Bank (EXIM Bank), and the China Agricultural Development Bank
(CADB)—to take a greater role in green finance. Given their size, for example CDB’s USD

2.4 trillion in assets compared to the World Bank’s USD 600 billion, they are large enough to
substantially impact green credit markets. However, currently these three banks rank among
the lowest in green credit scores.

CBIRC & PB0oC (2019)
Helgi Analytics (2019)

Ibid.
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TRENDS AND BARRIERS

All indications suggest the positive trends of green finance in China will continue.
Fundamentally, the overarching policy direction of green finance is favorable and supported
by both China’s State Council and the Communist Party.

Despite recent pressures on the Chinese financial system, such as a lower GDP growth rate, a
trade dispute with the US, and pressure to deleverage, green finance has continued to expand.

However, there are important barriers and limitations to further growth. These include:
Governance

* Insufficient risk modeling and management. As the Chinese banking system does not yet
have a clear responsibility mechanism for environmental accidents and liabilities, banks
are not yet including such concerns. Furthermore, most banks are not comprehensively
conducting environmental stress testing.

Policy

* Weakness of current direct financial incentives. Despite the innovative nature of current
approaches, financial incentives we reviewed are not strong enough to send a clear signal
to banks.

= Deleveraging pressure. Chinese companies are currently under regulatory pressure to
deleverage, making it di Cculk for banks to simultaneously increase the use of credit tools
that could drive green transitions.

* Too few high-emissions penalizing factors. As reducing the profitability of high emission,
or “dirty,” projects directly increases the profitability of green projects in comparison,
high-emissions penalizing factors are currently too limited to incentivize green credit.

Economic Environment

* Perception of trade-offs between investing in green and making a profit. With green
projects often having high investment costs, long cycles, and low interest rates, banks
perceive that they can make greater profits in the short term from traditional sectors of
the economy, even though analysis demonstrates that those traditional sectors harbor
increasing risk and lower overall returns.

Addressing these issues in the short term would foster the next phase of greening China’s
financial system.

SPOTLIGHT ON THE INDUSTRIAL AND
COMMERCIAL BANK OF CHINA (ICBC)

ICBC is a major contributor of green financing in China. Its portfolio of green loans was worth
an estimated USD 199 billion in 2019, reaching 8% of its total portfolio. ICBC is also a leading
issuer and underwriter of green bonds, raising USD 9.8 billion across five o [SHore issuances
since 2017. The majority of ICBC’s green bond proceeds were earmarked for Belt and Road
projects, successfully attracting a diverse base of foreign investors. The bank is also actively
involved in domestic and international green finance initiatives, working in close partnership
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with China’s Green Finance Committee and UNEP to advance the green finance agenda
globally.

The environmental impact achieved by ICBC's green credit portfolio is measured through a
range of indicators as recommended by China’s banking regulatory commission.2 The self-
reported emissions reductions achieved by its portfolio was nearly 90 million tons of CO2 as
of 2018.°

The impact of green financing activities on ICBCs balance sheet has been small considering
its relative size, but steadily growing. Given ICBC's early participation in green lending
practices, its green credit balance has reached 15.8% of its corporate loan balance, or 8.5%
of its total loan balance. This accounts for 13% of the total green credit balance in China,
RMB 10.6 trillion, as of end 2019. As for green bond issuances, which remain only on ICBC’s
o [SHore issuances, these account for 6.5% of total debt.

CONCLUSIONS

Chinese banks hold tremendous potential to contribute to domestic and global
decarbonization. China’s Big Four state-owned banks are also the world’s four largest banks,
representing combined assets of USD 14.8 trillion, greater than the combined assets of the 11
largest banks in the US. Simultaneously, the Big Four are some of the largest contributors of
both green and fossil fuel finance in the world. A green transition for Chinese banks would be
enormously consequential.

Policymakers in China are at the forefront of innovation on green banking policies. After
the launch of the Guidelines for Establishing the Green Financial System in 2016, innovation
expanded rapidly, but there is potential for more. The positive performance indicators
summarized in this report suggest that accelerating green banking could serve the dual
purpose of addressing climate targets and mitigating some of the expected near-term
economic pressures on the Chinese economy.

The ICBC case study shows how some financial institutions in China have embraced green
finance, both in response to regulatory pressures and to seek new financial opportunities.
The overall size of the green finance business of banks is still small but expected to continue
growing.

Supported by continued policy reform, banks that embrace the growing trend of green
finance in China will be rewarded with a new customer base, new sources of capital, potential
benefits in terms of reducing risks from non-performing loans, and the monetary incentives
provided by the PBoC. We expect these factors to continue driving growth in the sector.

The turning point, however, will be when Chinese banks’ financing for green displaces
financing for high-emissions activities, as China continues to pursue its goal for constructing
an ecological civilization and leads global banking practices towards net-zero emissions goals.

PBoC (2018)
ICBC (2019)
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INTRODUCTION

This report focuses on understanding the current role of China’s state banks in financing
green projects and how a shift to capital markets, partly as a result of the growth in green
bonds, will drive impacts and support a market transformation.

China’s green financial system is especially important considering the scale of Chinese banks
and their contribution to fossil fuel financing globally. The “Big Four” state-owned commercial
banks in China—Industrial & Commercial Bank of China, the China Construction Bank, the
Agricultural Bank of China, and the Bank of China—are the largest banks in the world, with
combined total assets of USD 14.8 trillion.!° Together the Big Four contributed USD 240
billion to the fossil fuel sector from 2016 to 2019."* 449% of this contribution, or USD 106
billion, went towards coal mining and coal power, making them the world’s largest financiers
of coal.!2 The green transition of these major banks could significantly reduce the availability
of fossil fuel financing in the world.

The report starts with an overview of the policy framework for green finance in China. Then
it explores key instruments to explain how the banking sector is adapting to green finance
requirements. It concludes with a case study of the Industrial and Commercial Bank of China
(ICBC), a state-owned commercial bank and one of the largest providers of green finance in
China.

S&P Global (2020)
RAN et al (2020)

Ibid.
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2. THE DEVELOPMENT OF GREEN
BANKING IN CHINA

13

The inclusion of environmental concerns in Chinese banking regulations started in 1995 and
developed gradually but expanded quickly after 2015. With a top-down model of financial
system governance, the market was quick to respond to the launch of green finance policies.
To a large extent, such policies have been more influential than bottom-up demand from
banks and their clients. This can be contrasted to a western model of financial system
governance where central banks and regulators maintain a high degree of independence,
working only towards mandates such as inflation, systemic risk, and employment.t® In

such cases, green credit development consequently relies more on bottom-up market
developments.

Since 1995, when the first green-related policy was launched, the process of greening Chinese
banking has gone through several stages of development as highlighted in Table 1 below.

The initiation took place with a People’s Bank of China (PBoC) policy placing environmental
concerns inside the realm of banking operations, by including environmental risks in banks’
credit decisions.

While this was the only direct regulation on environmental issues for banks at the time,
related policies on general environmental protection and development of green industries,
such as the Circular on Environmental Protection Verification of Enterprises Applying for Listing
and Listed Enterprises Applying for Refinancing (June 2003) and Implementing the Scientific
Outlook on Development and Enhancing Environmental Protection (December 2005), continued
to incentivize banks to increase green lending. Direct regulation was taken a step further

in 2007, when the China Banking Regulatory Commission (CBRC) issued guidelines on

how banks should operationalize and manage energy e Lciehcy and emission reductions in
credit decisions. The next major steps were in 2012, when the CBRC issued the Green Credit
Guidelines and in 2013, with the launch of the CBRC green credit system, requiring the 21
‘main banks’ in China to report their green credit statistics.

Most recently, after the launch of the Guidelines for Establishing the Green Financial
System in 2016, green credit policies have proliferated across several ministries and
regulators, including by providing direct financial incentives through monetary policy, in
terms of standing- and medium-term lending facilities, as well as through macroprudential
assessments (MPAS).

Dikau, Simon and Ulrich Volz (2020)



Table 1. Selected policy milestones on green banking

Date of issuance

Issuing organization

Name of policy document
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Main contents

1995 PBoC Notice on Issues Relating to Improving | Guiding banks on how to better include
Environmental Protection in Credit environmental variables in credit
Policy decisions

2007 EPA, PBoC, CBRC Opinions on Implementing Guidelines on environmental risks’
Environmental Protection Policies and | impact on credit rating of clients. First
Rules and Preventing Credit Risks mention of “green credit” term

2007 CBRC Opinions on Energy E [ciehcy Specific guidance on how banks can con-
and Emission Reductions in Credit tribute to national environment goals
Extension

2012 CBRC Notice on Issuing Green Credit First comprehensive policy promoting
Guidelines greening of banks

2013 CBRC Notice of Submission of Green Credit | Establishment of CBRC statistics system
Statistics for 21 main banks

2014 CBRC Notice of the Key Performance Establishment of quantitative and
Indicators of Green Credit qualitative indicators for assessing
Implementation performance

2016 CBRC, PBoC, MEP, Guidelines for Establishing the Green | Comprehensive policy on green financial

CSRC, CIRC, NDRC, Financial System system as a whole
MOF

2017 PBoC Notice Regarding Promoting Credit Financial incentives for green banking
Asset and Collateral in Central Bank in PBoC standing- and medium-term
Evaluation lending facility

2018 PBoC Chinese Monetary Policy Inclusion of banks’ green performance
Implementation Report Q4 2017 into MPA

2019 CBIRC Guidelines on High Quality Instructions on how to include environ-
Development of the Banking and mental, social, and governance factors
Insurance Industries in credit

The CBIRC green credit statistics system

A key feature of the Chinese green credit policy is the CBIRC green credit statistics system.
Under this system, China’s 21 main banks report their green lending to the CBIRC (China Banking
and Insurance Regulatory Commission). The reporting is based on CBIRC’s definition which
qualifies loans as green across 13 categories. It allows the CBIRC to continuously track green
credit performance of banks individually as well as green credit provision to the economy as

a whole. By including non-performing loan ratios, it further provides statistics to be used as
justification for other regulators to include green factors in risk-oriented policies, such as in the
PBoC MPA. In this regard, it should be noted that green credit statistics are not loans labelled as
green by the bank or the debtor, but rather loans that qualify as green by CBIRC’s standard.

This statistics system is a unique and innovative feature of the Chinese green credit policy, which
is so far not seen elsewhere in the world.
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MONETARY POLICY INSTRUMENTS

The PBoC provides financial incentives through monetary policy instruments for banks to
provide green finance. This is done in two ways under PBoC re-lending policy: (1) accepting
green credit within the scope of prioritized sectors as collateral in the short-term focused
standing lending facility (SLF); and (2) by accepting green bonds with AA rating and above as
collateral in its medium-term lending facility (MLF).

Furthermore, since 2018, banks’ green performance is included as a factor in the PBoC MPA,
by which the interest rate given to a bank on its required reserves by PBoC may be increased
if the bank is assessed to be greener. Green performance is included in both quantitative and
qualitative ways under ‘credit policy implementation,’ which is one of seven areas of the MPA
framework. It includes 80% quantitative variables, such as green loan proportion, as well as
20% qualitative indicators, such as whether the bank has issued any green bonds. A third
regulatory method currently under discussion for incentivizing green loans through monetary
policy is changing the risk weighting of green assets. This measure would provide lower
capital reserve requirements for banks with more green loans outstanding and green bonds
issued and would be based on CBIRC's statistics on non-performing loan ratios on green and
non-green loans.

BANK INSTRUMENTS

A broad range of green instruments are currently used by Chinese banks, having increased
rapidly in recent years. While there are no comprehensive statistics showing the proportion
of each, it is interesting to note their increasing diversity, spanning across specialized tools,
collateral methods, asset-backed securities, and international green credit lines, as shown
in Figure 3 below. This highlights how green banking goes beyond green loans, and further
supports green bond markets and international green finance cooperation.

Figure 1: Overview of the di Lerknt types and examples of green credit tools
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Efficiency Program
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3. KEY STATISTICS

Green credit is growing as a share of overall credit, expanding from 8.8% in 2013 to 10.4%
at the end of 2019 and reaching over RMB 10 trillion. Green credit in this context refers to all
unlabeled bank credit dedicated to green activities and does not refer to loans specifically
labelled as green.

Figure 2: Green credit balance and growth!
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Green credit also has better financial performance. At the end of 2018, the non-performing Loan
(NPL) ratio for green loans stood at 0.42%, while the overall credit NPL ratio stood at 1.83%,
suggesting that green loans are less risky than other loans. Other factors than “greenness” can
influence this trend, such as the fact that many green loans are for infrastructure projects, which
are already considered a relatively stable asset class. However, as more detailed statistics are not
made public, it is not possible to control how other variables could impact NPL ratios, such as
debtors being state-owned companies, projects receiving public guarantees, or loans to sectors
with heavy subsidies. Nonetheless, with green loans making up 10% of the market over a Six-
year period, the overarching evidence is strong. Such evidence can be used to justify including
green factors for financial system governance by financial system regulators whose mandates
are to manage risks and maintain financial stability.

Figure 3: Non-performing loan proportions of green and non-green loans
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3.1 ALLOCATION BY SECTORS

Figure 4 provides an overview of green credit provision by green sectors of the Chinese
economy. Renewable energy and green transport together make up the majority of green
credit sectors.

Figure 4: Green credit allocation by 13 CBIRC sectors (100 million RMB({27T)), 2013-2017
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The CBIRC collects green credit data on an annual basis, but not all data is made public at
this frequency. The latest green credit breakdown by the 13 CBIRC categories is from mid-
2017, while a simpler breakdown by green transport, renewable energy, and other sectors
was released at the end of 2019. The green credit taxonomy is largely compatible with the
green bond endorsed project catalogue released by the PBoC in 2015, and also includes other
activities like drinking water safety, overseas projects, and “strategic emerging industries.”
The “strategic emerging categories” include manufacturing of energy conservation,
environmental protection, and new energy products. Data in future years will align with the
NDRC’s Green Industry Catalogue, which was launched in February 2019 to serve as basis for
all green policies inside and outside the financial system. 16

16 NDRC (2019)

13
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3.2 IMPACT OF GREEN FINANCE ON BANK
CAPITALIZATION

Banks’ green financing activities have gone through several developments recently. The
Chinese green bond market has developed rapidly since 2016 to become the world’s second
largest. Chinese banks have played a key role as both issuers and investors, and by developing
a market for green asset-backed securities (ABS).

Furthermore, reserve requirements have been significantly reduced, freeing more capital in
banks to incentivize lending. This is for all banking, but it also impacts green finance activities.
As of mid-2020, Chinese reserve requirements ratio (RRR) stand at 12.5% for large banks,
and 6% for small banks, which is higher than the US rate of 10% for larger banks and the
recommendation of over 8% in Basel Il1.

The higher reserve requirement is used as a lever, when needed, to inject capital into the real
economy via the banking system and boost growth. This is the case with the RRR reductions
in 2020 as part of China’s economic stimulus package.

Lastly, while banks used to rely on deposits to finance their lending activities, the growth of
deposits is slowing. Banks have consequently increased their activities in capital markets,
growing their proportion of financing through bond issuance in international and Chinese
interbank markets and by listing on stock markets. \When PBoC removed the maximum
75% loan-to-deposit ratio (LDR) requirement in 2015, this further paved the way for banks to
issue bonds, leading to a clear increase in LDRs across the banking sector. 17 This, however,
adds pressure on banks, as funding costs from deposit are approximately 1%, compared to
the cost of issuing bonds at 2.5% in the domestic interbank market and 3% in international
capital markets. In the context of costs and ways of raising capital, it is important to note
that the Big Four are all listed on exchanges, with the state holding majority ownership. In
practice, they are listed on the Shanghai Stock Exchange as A-shares and simultaneously

on the Hong Kong Stock Exchange as H-shares (a designated label for mainland companies
listed in Hong Kong). The Chinese state then holds majority ownership of the shares primarily
through Central Huijin Investment which, in turn, is a subsidiary of the Chinese Investment
Corporation (China’s sovereign wealth fund).

This means that, while state-owned, the banks operate on the same market terms as other
banks domestically and internationally. While being state-owned implies closer alignment
with government policy goals than to pure commercial goals, it also implies a higher credit
rating and lower cost of capital due to implicit state guarantees behind the banks.

The combination of increasing reliance on capital markets and high credit standing backed by
implicit state guarantees has led Chinese banks to become some of the most active players
in the Chinese green bond market. It furthermore forms the prerequisite for scaling up green
asset-backed securities, as banks have enough green credit outstanding and are looking to
remove this from their books and onto the capital markets.

Helgi Analytics (2019)



IIGF Green Performance Score

Green Banking in China - Emerging Trends

3.3 STANDARDIZING GREEN PERFORMANCE

Figure 7 shows an assessment of the overall performance of the 21 main banks based on
the CBIRC green credit statistics, as well as on material published by and about the banks
concerned. The quantitative assessment is based on metrics used by CBIRC, while the
qualitative assessment is based on those used by PBoC. The scoring itself is done by [IGF’s
data collection and methodology (see appendix 1 and 2 for breakdown of evaluation). The
quantitative component is focused on green credit, while the qualitative component is

focused on organizational and strategic commitments. The PBoC evaluation of banks for MPA

purposes mentioned above uses largely the same framework and assessment, though the
complete methodology is not publicly disclosed. The latest comprehensive and comparable
data includes the year 2017, while the overall situation remains largely similar today. The 21
main banks comprise di [erknt categories of banks, including primarily policy banks, the Big
Four, specialized green banks, as well as non-national level banks. Each type of bank plays a
di Lerknt role in developing green credit according to its unique characteristics.

Figure 5: Overall green performance of the 21 main banks
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commercial banks such as Bank of China, China Construction Bank, and Agricultural Bank of
China. Two banks are developing into specialized green finance banks, namely Industrial Ban

k

and Shanghai Pudong Development Bank. Both were amongst China’s first green bond issuers
and have some of the highest green loan proportions. Industrial Bank remains the only one of
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China’s major banks signed up to the Equator Principles. Both banks are active participants in
research projects at the national and local level. While Shanghai Pudong Development Bank
does not score much better than the average amongst the 21 main banks, their public rhetoric
and strategic documents suggest an ongoing green transition of the bank as a whole.

State-owned commercial banks play a key role in demonstrating the business case for green
lending. ICBC, the largest bank in the world, has the second highest green credit score in
China at 18.82. The following chapter will provide additional details on ICBC through a case
study that assesses its green finance operations.

Non-national level banks are generally owned by local governments and play a role tailored
to local development needs. It is consequently the regions and cities with the highest green
ambitions whose local banks have the highest green loan proportion, although such banks
are not part of the 21 main banks due to their smaller size. Examples of non-national banks
with particular green ambitions include Bank of Nanjing, Maanshan Rural Commercial Bank,
and Jiujiang Bank, whom all aim to support local governments’ ambitions to green the local
economy in di Lerbnt ways such as renewables, electric vehicle manufacturing, or eco-
tourism.

There is significant potential for China’s policy banks to take a greater role in green finance.
Three policy banks—China Development Bank (CDB), China Export Import Bank (EXIM
Bank), and the China Agricultural Development Bank (CADB)—were established in the
1990s to take development-oriented loans o [the balance sheet of commercial banks.

This development mandate makes them particularly suitable to take on the higher risk of
developing certain green technologies. Given their size, for example the CDB’s USD 2.4
trillion in assets compared to the World Bank’s USD 600 billion, they are large enough to
substantially impact green credit markets. However, today all three banks are amongst those
with the lowest green credit scores.

3.4 TRENDS AND BARRIERS

It is expected that investment needs for green industries will continue to expand. As 80-
85% of financing in China originate from banks, it is expected that the green credit trend
identified in Figure 3 will continue to grow not only with the financial system as a whole,
but also increase in proportion to non-green credit. An expanding amount of green credit
lines and technical assistance provided from international development finance institutions
is expected to further increase green credit proportions of overall credit (Figure 3). Despite
pressures on the Chinese financial system—COVID-19, lower GDP growth rate, a trade
dispute with the US, pressure to deleverage—green finance has continued to expand.

However, there are important barriers and limitations to further growth. These include:
Governance

* Insufficient risk modeling and management. As the Chinese banking system does not yet
have a clear responsibility mechanism for environmental accidents and liabilities, banks
are not yet including such concerns. Furthermore, most banks are not comprehensively
conducting environmental stress testing.
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Policy

Weakness of current direct financial incentives. Despite the innovativeness of the SLF,
MLF and MPA measures in monetary policy, the direct financial incentives are not strong
enough to send a clear signal to banks. For example, green aspects of MPA assessment
only make up 1.4% of the overall score.

Deleveraging pressure across the economy. As Chinese companies are under regulatory
pressure to deleverage, it is di [culk to simultaneously increase investments that could
drive green transitions of such companies. As refinancing loans become less possible for
companies, it becomes harder for banks to find clients for green loans compared to what
would otherwise have been the case.

Too few high-emissions penalizing factors. As reducing the profitability of high emission,
or “dirty,” projects directly increases the profitability of green projects in comparison,
high-emissions penalizing factors are currently too limited to incentivize green credit. The
most direct high-emissions penalizing factors in China are the pilot carbon markets, which
trade at levels too low to have a strong discouraging impact. While the 2019 average

price of carbon was RMB 83.27 /ton in Beijing, and RMB 6.91/tonCO2e in Chongging, the
majority of carbon trade took place in the Guangdong market where the price was RMB
18.96/ton CO2e.®® This is significantly lower than prices in the EU market, which averaged
approximately RMB 203/tonCO2e in 2019.°

Economic Environment

IIGF (2020)

Perception of trade-offs between investing in green and making a profit. With green
projects often having high investment costs, long cycles, and low interest rates, banks
perceive that they can make greater profits in the short term from traditional sectors of
the economy, even though analysis demonstrates that those traditional sectors harbor
increasing risk and lower overall returns.

World Bank (2020)
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4 CASE STUDY - GREEN FINANCE AT
1ICBC

The Industrial and Commercial Bank of China (ICBC) is one of China’s Big Four commercial
banks and the largest bank in the world, with an estimated USD 4.3 trillion assets in its
balance sheet. A case study on ICBC was undertaken to better understand how its green
financing activities have evolved over time and how the bank’s increasing engagement with
green capital markets has impacted its portfolio.

As a dominant player in China’s financial system and with a close relationship to the state,
ICBC plays an important role in accelerating the adoption of green practices across the entire
banking sector. For one, ICBC is a top contributor of green finance in China. Its portfolio of
green loans was an estimated USD 199 billion in 2019, one of the highest green-to-total loan
ratios in China at 8% and second in size only to China Development Bank.

In addition to embracing an institution-wide green governance system, the bank is actively
involved in domestic and international green finance initiatives, including as a member of
UNEP’s Green Finance Working Group and the Principles of Responsible Banking. The active
involvement of ICBC in green initiatives and related research outputs sets an example for
more Chinese financial institutions to follow.

The green leadership of ICBC is particularly notable due to its large role financing the fossil
fuel industry, totaling around USD 239 billion during the period from 2016-2019. ° For coal
specifically, China’s Big Four were the world’s largest contributors over the same time period
with USD 70 billion, of which ICBC accounted for 30%.2 ICBC's increasing adoption of green
policies and lending practices could signal a shift away from fossil fuels with important
implications for the climate.

Figure 6: Key ICBC statistics

Institutional reach Operating in 48 countries and regions with 428 branches
Net profit (2019) RMB 313 billion (USD 45 billion), 5% increase YoY
Total assets (2019) RMB 30 trillion (USD 4.3 trillion), 9% increase YoY
Total loans (2019) RMB 16.8 trillion (USD 2.5 trillion), 9% increase YoY

NPL Ratio: 1.43% (2019)

Green credit balance RMB 1.35 trillion (USD 199 billion), 9% increase YoY

(2019) As of end 2018, clean energy-related loans were 60% of total loans to the power industry, 6 percent-

age points increase from 2014

77% of new electricity loans issued from 2016-2018 were for clean energy

Green bond issuance USD 9.8 billion issued in o [SHore green bonds

Key rankings 1t place in the 2019 Top 1000 World Banks in terms of tier-1 capital

26" in the 2019 Fortune Global 500; 1% place in the sub-list for commercial banks

20 RAN et al (2020)
21 Ibid.
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4.1 HISTORY OF GREEN BANKING AT ICBC

In 2007, ICBC was the first Chinese commercial bank to implement the Green Credit Policy of
the PBoC, opening the door for the expansion of green lending. The following year it adopted
the Equator Principles and the IFC Performance Standards.?? In 2012, it became the first
Chinese bank to join the UN Global Compact and in 2014 the UN Environment Programme
Financial Initiative (UNEP FI). In 2015, it worked with other banks as part of the Green Finance
Working Group in China, putting forth 14 proposals that became the foundation for China’s
green finance system. During this time, its green financing activities steadily expanded and

by early 2016 it was a major lender for green projects, reaching over RMB 700 billion in
outstanding loans.?®

Green bonds came into play in 2017 with the launch of ICBC’s Green Bond Framework and
the issuance of its first green bond. In 2018, ICBC launched the “CSI 180 ESG Index,” jointly
developed with the China Securities Index (CSI) Research Institute, the first evaluation
system of its kind among Chinese commercial banks. More recently, it has worked to expand
its green portfolio with a USD 370 million institutional green loan and has continued to
increase its issuance and innovation around green bonds with the first “Green Belt and Road
Bond” denominated in RMB, USD and EUR with a total equivalent amount of USD 2.2 billion.
The bond will support green financing activities in China’s domestic provinces and foreign
countries that are part of the Belt and Road Initiative (BRI).

Figure 7. Development of green banking at ICBC

Development of Green Banking at ICBC

FIRST CHINESE |
COMMERCIAL BANK TO FINANCE SYSTEM FIRST INSTITUTIONAL GREEN

JOINS THE "GREEN FINANCE

WORKING GROUP" WHICH

BECOMES THE FOUNDATION
FOR CHINA'S GREEN

ESG EVALUATION SYSTEM
DEVELOPED

ISSUE GREEN CREDIT JOINS THE UN GLOBAL
GUIDELINES COMPACT l l i
® @ ® ® @© ® —® @9
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
ADOPTS EQUATOR JOINS THE UNEP FI
PRINCIPLES

GREEN BOND FRAMEWORK
LAUNCHED ALONG WITH
FIRST GREEN BOND
ISSUANCE

LARGEST OVERSEAS GREEN
BOND ISSUED AT USD
3.15BN EQUIVALENT
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Note: ICBC makes reference to the Equator Principles, but is not a member
Clean Technica (2016)
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4.2 GREEN FINANCE GOVERNANCE
STRUCTURE

ICBC’s activities in green finance are supported by a governance structure that embeds
green finance across the Bank’s strategic and operational levels. Multiple committees,
including the Board of Directors and senior management, are involved in the formulation and
implementation of green finance strategies. The evaluation of green activities is incorporated
into the performance assessment of senior managers and ICBC branches.

Overall green finance development is overseen by the Board of Directors’ Strategy
Committee, Audit Committee, and Compensation Committee. These committees are
respectively responsible for approving and supervising ICBC'’s green finance development
strategy, auditing environmental and social risks, and evaluating senior management’s
implementation of green finance measures. Senior management is responsible for
establishing ICBC's green finance development strategy and allocating resources. The Credit
Risk Committee oversees the implementation of green credit policy, while a Green Bond
Working Group, comprised of representatives from various departments, oversees green
bond issuances.

Green considerations are streamlined throughout the Bank’s entire lending process, from due
diligence, review and approval, contract signing, fund appropriation through post-lending
management. All corporate loan customers are subject to an additional layer of review

and categorization based on their level of greenness, which is accompanied by appropriate
management measures.

ICBC cites the following factors as its incentives for promoting green finance, including
regulatory pressure and business opportunities related to green sectors:

External drivers ‘ Internal drivers

Environment and Resource Constraint Social Responsibility

Rising Standard of Environmental Protection Foster New Growth Areas in Business

Growing Social Awareness of Environment Protection | Control Against Environment and Social Risk

and related benefits Promoting Credit Structure Towards a Greener Style
Regulation Operation Transformation and Sustainable Development

4.3 GREEN FINANCING ACTIVITIES

4.3.1 GREEN CREDIT

ICBC holds one of the largest green credit portfolios among Chinese commercial banks at
RMB 1.35 trillion (USD 199 billion), nearly 8% of its total credit portfolio in 2019. This was
an RMB 113 billion increase from the past year, achieving 9.1% growth rate YoY and 2.3
percentage points higher than the growth rate of domestic corporate loans.?® While banks’
green credit portfolios aren’t really tracked outside of China, labeled green loan issuance of

24 ICBC (2019)
25 ICBC (2019)
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USD 60 billion was tracked in the global sustainability loan market as of July 2018, to serve as
a comparison.®

ICBC'’s green credit portfolio is supported by its Administrative Measures for Green Credit
Classification, launched in 2014 and most recently updated in 2017. With reference to the
Equator Principles and IFC Performance Standards, these measures classify all domestic
corporate loan customers and projects into 4 categories and 12 sub-categories, based on
their degree of greenness:

Table 2. ICBC Administrative Measures for Green Credit Classification

Environmentally friendly category Ecological protection

Clean energy

Energy-savings and emissions reduction
Resource utilization

Environmentally qualified category (“Pass") 3 sub-categories

Under observation category 2 sub-categories

Rectification Category 3 sub-categories

Loans in each category are accompanied by di [erknt standards and management measures.
The overarching management principle is the “green credit one-vote veto system,” which
requires strict adherence to specific requirements for monitoring, identification, control,

and mitigation of environmental and social risks. For instance, a client faced with an
environmental penalty would see their loan downgraded to the Rectification category. The
client then needs to address the environmental breach immediately or comply with an early
loan repayment request. Quantitative indicators for green credit are directly incorporated into
the quarterly performance assessment of branches.

In addition, ICBC has been refining its Industrial (Green) Credit Policy since 2003, which
details entry and exit criteria at the project level. Entry criteria include scale, energy e [ciehcy,
and technology. Exit criteria concern projects in high-polluting and energy-intensive
industries, as well as industries with excess capacity. Further guidance on how to direct green
credit is provided through detailed policies such as the Guidelines on Credits for Energy Saving
Fields, Opinions on Prioritizing Credit Support for Key Fields of Advanced Manufacturing, and
Opinions on Expanding Environmental Protection Industry. ICBC’s green credit policy now covers
over 60 industries, which are updated annually.

While the majority of ICBC’s green credit policies are primarily geared towards domestic
markets, ICBC has started to expand its green credit activity abroad. ICBC’s London branch
announced the closing of its inaugural green loan, worth USD 370 million, in September
2019, supported by BNP Paribas, HSBC, Bank of America, and Standard Chartered as the
mandated lead arrangers and bookrunners.?” This marked the first time an emerging market
bank secured a green loan compliant with the Green Loan Principles.?® Under the green

loan framework, funds raised will go towards green projects such as renewable energy,
energy e Lciehcy, pollution prevention and control, sustainable management of resources,

26 World Bank (2019)
27 The Asset (2019)
28 The GLP was jointly established in 2018 by the European and Asia Pacific Loan Market Associations.
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clean transportation, green buildings, access to essential services, a [ardable housing, and
employment through SME financing/microfinance.

The environmental impact achieved by ICBC's green credit portfolio is measured through a
range of indicators as recommended by China’s banking regulatory commission. For instance,
ICBC's self-reporting shows that its green credit portfolio has reduced nearly 90 million tons
of CO2 emissions by 2018. Table 3 below details the full range of environmental impacts
achieved in aggregate form. As of end 2018, clean energy-related loans accounted for 60%
of its total loans to the power industry, and 77% of its loans to the electricity industry during
the period 2016-2018. Thermal power-related loans were directed to projects for improving
the e [ciehcy of large-scale coal-fired and natural gas power plants, as well as closing some
smaller-scale power units operating at low e Lciehcy.

ICBC has also decreased financing for clients with excess, or “backward” production capacity.
In 2018, the bank decreased loans to five industries with excess capacity, such as steel, by
RMB 8.4 billion.

Table 3. Environmental Impact of Investment and Financing Activities (Equivalent to Scope 3)

Indicator
: G dit bala
Green Credit reen crecii baance 1,237,758 1,099,199 978,560 914,603
Balance and (RMB thousand)
Proportion Green credit proportion 8.03% 772% 749% 7.66%
Equivalent reduction of
o 89,587,900 75,618,700 73,336,400 70,327,400
CO2 emissions
Equivalent Equivalent reduction of
emissions , ‘ 39,300 16,100 23,000 40100
ammonia and nitrogen
reduction due
i Equivalent reduction of
to green credit | Equivalent 43300 124,300 383,100 1,007,700
(tons) sulfur dioxide
Equivalent volume of
42,904,200 32,864,500 61,264,900 53,508,400
saved water
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4.3.2 GREEN BONDS

CBC has been a major player in China's green bond market, as the largest issuer of green
bonds offshore and the largest underwriter of onshore green bonds. Since 2017, ICBC has
issued nearly USD 10 billion across five green bond issuances o [sHore, the first to issue

a BRI-themed green bond, as well as the first to issue a green bond for the “Greater Bay
Area” encompassing Guangdong, Hong Kong, and Macao regions. As an underwriter, ICBC
participated in underwriting more than USD 24 billion across 33 domestic and overseas
green bonds during the period 2017-2018.%° Finally, as a green bond investor, ICBC’s total
investment balance was RMB 30.18 billion in RMB-denominated bonds and USD 95.7 million
in foreign currency bonds as of end 2018.%°

Table 4. ICBC green bond issuances

issuance

Name Place Date of Currency uUsD Proceeds

First BRI green
climate bond

equivalent

Luxembourg

9/28/2017

usb

850 million

Luxembourg

9/28/2017

EUR

1.3 billion

Wind generation and
electrified railway
projects in China, solar
power projects in several
other countries

Received Dark Green rating from
CICERO

Second BRI

green bond

London

6/5/2018

usb

1 billion

London

6/5/2018

EUR

578 million

Hong Kong

6/13/2018

HKD

330 million

Hong Kong

6/13/2018

usb

400 million

Clean transportation,
renewable energy, and
o [sHore wind

Largest green bond listed on the
London Stock Exchange, “Largest
Emerging Market Certified Bond”
by CBI

1BRBR

Singapore

Apr-19

SGD

2.2 billion

“Greater Bay
Area” green
bond

Hong Kong

Sep-19

USD, HKD, CNH

3.15 billion

Largest overseas green bond

issued by a Chinese FI

The majority of ICBC's green bond proceeds were earmarked for BRI projects, successfully
attracting a diverse base of foreign investors. Collectively, ICBC raised USD 6.7 billion for BRI
green projects in three consecutive years.® The first BRI green bond issued in Luxembourg,
September 2017 was oversubscribed by global investors, half of which were socially
responsible investors. The second BRI green bond, issued in June 2018, was issued through
the London branch and Hong Kong branch, marking it the largest green bond among those
listed on the London Stock Exchange, and the first green bond issued by a licensed bank

in Hong Kong. The third BRI green bond, issued in 2019, was issued through the Singapore
branch, and was the first to be issued under the Belt and Road Regular Interbank Cooperation
Mechanism. The bond was underwritten by 22 institutions across more than 10 countries and
regions along the Belt and Road.*

Unlike its green credit portfolio, ICBC's green bond framework explicitly excludes fossil
fuel-related assets from its list of eligible green assets. Other excluded assets included

large scale hydropower plants and any nuclear-related assets.* Once eligible green assets
are identified and proposed by ICBC’s global business units, a Green Bond Working Group,
comprised of nominated representatives from various departments, approve or veto assets
on the final list. The Working Group also provides annual review on the allocation of proceeds

29 ICBC (2017, 2018)

30 ICBC (2019b)

31 Calculated based on ICBC Annual green bond reports and press release (2017, 2018, 2019a)
32 ICBC (2019a)

33 ICBC (2017a)
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against the eligible green asset list and decides whether any updates to the list are necessary
to maintain green standards.

Green bonds have become an important financing tool for ICBC. Green bond issuance has
increased each consecutive year and, as the amount of eligible green assets and projects
increase, green bonds are expected to play an increasingly larger role.

4.4 IMPACTS OF GREEN FINANCE ON THE
BALANCE SHEET

The impact of green financing activities is relatively small, but steadily growing. Given
ICBC’s early participation in green lending practices, its green credit balance has now reached
15.8% of the total corporate loan balance, or 8.5% of total loans. This accounts for 13% of
the total green credit balance in China, RMB 10.6 trillion, as of end 2019. As for green bond
issuances, which remain only on ICBC'’s o [SHore issuances, these account for 6.5% of total
debt.

Table 5. Impact of green financing activities at the portfolio-level®

Portfolio level indicators ‘ Percentage ‘

Share of green credit in corporate loans 15.8% RMB 1.35 trillion (USD 199 billion) out of RMB 8.57 trillion
(USD 1.26 trillion)

Share of green credit in total loans 8.5% RMB 1.35 trillion (USD 199 billion) out of RMB 15.9 trillion
(USD 2.3 trillion), 9.1% growth rate YoY

Share of green bonds in total debt 6.5% USD 9.8 billion out of RMB 1 trillion (USD 152 hillion)

Share of green bond investments in <0.5% USD 4.5 billion out of RMB 6.86 trillion (USD 1 trillion)

total debt securities investments

34
35
36
37

24

There are several financial incentives driving ICBC to increase its green financing activities.
Research indicates that allocating more green loans to the total loan portfolio can reduce

a bank’s overall NPL ratio.® ICBC’s NPL ratio for its green credit portfolio is not publicly
available, but is lower than the total NPL ratio, which is currently 1.42%.%¢ Furthermore,
regulatory authorities are considering the reduction of risk weighting of green assets based
on their better financial performance. This would mean that increasing green assets would
make it easier for ICBC to fulfill its capital adequacy ratio.

PBoC and CBIRC have announced specific regulations for advancing green finance measures
aLedting all banks in China, most notably regarding MPA, MLF, and the establishment of a
comprehensive statistics system for gathering data on green credit.

Green credit performance was included in MPA for the first time in 2018, evaluated through
guantitative indicators weighted at 80%, and qualitative indicators weighted at 20%.%"
Quantitative indicators include the year-on-year growth of the green loan balance and the
non-performing green loan ratio, while qualitative indicators include implementation of

Calculations based on ICBC’s 2019 Annual Report and Reuters

Cui et al. “The Impact of Green Lending on Credit Risk in China.” Sustainability (2018
ICBC (2020)

PBoC (2018)
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national green development policies. Furthermore, PBoC decided to accept green loans with
AA ratings as collateral in their MLF in June 2018. Such regulatory measures incentivized
banks to strengthen statistical and reporting systems on green credit, as well as increase their
green business activities overall.

Finally, ICBC has led various climate stress-tests to understand and prepare for the
impact of climate transition risks and related policies on its portfolio. Since 2016, ICBC
has conducted stress-tests for its thermal power, cement, aluminum, water, iron, and steel
sectors, in cooperation with partners such as Trucost, GIZ, and Lianhe Equator. ICBC's latest
climate stress test evaluated the potential impact of carbon markets on the credit risk of
commercial banks. The results from these stress tests contributed to a shift in the overall
direction of ICBC’s lending decision, such as reducing fossil fuel sector exposure.

ICBC’s leadership has played a central role in driving China’s green financial reform. The
bank’s early participation in green policy formulation at the national level and ongoing
partnerships with foreign and domestic institutions continues to raise the bar for green
standards in China. Its practices, such as incorporating green performance into KPIs,
disclosing environmental impact metrics, and assessing climate risks, are in line with
international best practice. Furthermore, ICBC'’s green credit and green bond portfolios are
one of the largest in the world, setting an example for other Chinese banks to follow.

Meanwhile, the impact of green practices on ICBC's overall balance sheet remains marginal.
ICBC’s green financing achievements must be understood in the context of its fossil fuel
financing activities, estimated to be as large as 14% of its total financing and the eighteenth
largest in the world by size.®® So far, there is no clear indication that green practices have
reduced ICBC'’s fossil fuel financing in a significant way. Green loans are around 8% of its total
loan portfolio, while green bonds represent about 6.5% of total debt. Green lending criteria
exclude high pollution and overcapacity sectors yet allow room for projects that improve

the e Lciehcy of large-scale coal-fired and natural gas power plants. For ICBC to maintain its
position as a leader in green finance, the next step should be to concretely demonstrate how
it plans to reduce exposure to high emission sectors.

RAN (2020) Methodology
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CONCLUSIONS
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Chinese banks hold tremendous potential to contribute to decarbonization, not only for
China’s economy but also on a global scale. China’s “Big Four” state-owned banks are also the
world’s four largest banks, representing combined assets of USD 14.8 trillion, greater than the
combined assets of the 11 largest banks in the US. Simultaneously, the Big Four are some of
the largest contributors of green finance and fossil fuel finance in the world. Accelerating the
green transition of Chinese banks would be enormously consequential.

Policymakers in China are at the forefront of innovation on green banking policies. After the
launch of the Guidelines for Establishing the Green Financial System in 2016, innovation
expanded rapidly, but there is potential for more. Innovation and ambition to continue this
leadership in green banking will be especially important when considering the context of
severe economic pressures on the Chinese economy. Without continued prioritization of
green banking, the broad drive towards deleveraging, headwinds from a US-China trade war,
and the yet-to-be seen impacts from COVID-19 could forestall or even regress the green
banking advancements made to date.

A broad range of green instruments are being used by Chinese banks, showing increasing
diversity and spanning across specialized tools, collateral methods, asset-backed securities,
and international green credit lines. The ICBC case study showed that some financial
institutions in China have embraced green finance, both in response to regulatory pressures
and to seek new financial opportunities.

Banks that can embrace the growing trend of green finance in China will be rewarded with

a new customer base, new sources of capital, potential benefits in terms of reducing risks
from non-performing loans, and the monetary incentives provided by the PBoC. Although the
overall size of the green finance business of banks is still small, we expect these factors to
continue driving growth in the sector.

The turning point, however, will be when Chinese banks’ financing for green displaces
financing for high-emissions activities, as China continues to pursue its goal for constructing
an ecological civilization and leads global banking practices towards net-zero emissions goals.
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APPENDIX

Appendix 1: 2017 green credit statistics by 21 main banks: Quantitative Indicators®®

2017 total 2016 total Given bank’s
2017 green 2016 green Green credit

credit credit Green proportion of Green
credit credit growth

balance balance proportion total green credit year-

Bank name balance balance Score proportion of Score Rating
(million (million of lending of lending on-year
(million (million total credit
RMB) RMB) bank across all increase
RMB) RMB) growth
banks

ICBC 1099199 | 978560 | 7589729 | 7077000 | 1448% | 191 | 1611% | 2.85 | 2353% 180 | 1233% | 177 | 832
ABC 747625 | 649432 | 6147584 | 5368250 | 1216% 174 | 1095% | 232 | 1260% 169 | 1512% | 178 | 754
BOC 538799 | 467342 | 5100253 | 4833182 | 1056% | 163 | 7.89% | 201 | 26.76% 183 | 1520% | 179 | 725
ccB 1002521 | 889221 | 6443524 | 5864895 | 1556% | 199 | 14.69% | 271 | 1958% 176 | 1274% | 177 | 822
CcBC 277108 | 161105 | 2632790 | 2528778 | 1053% | 162 | 406% | 161 | 11153% 263 | 7200% | 216 | 802

Merchants 157103 | 143664 | 1663861 | 1566570 | 9.44% 155 | 230% | 143 | 1381% 171 935% | 175 | 643
Pudong
Development | 181369 | 173812 | 1817860 | 1731314 9.98% 150 | 2.66% | 147 8.73% 166 | 435% | 171 | 6.42
cImic 60358 | 25478 | 1857847 | 1846274 3.25% 110 | 088% | 129 | 30139% | 300 | 13690% | 259 | 7.98
Guangda 74900 | 49376 | 1179663 | 1075974 6.35% 132 | 110% 131 | 2462% 181 | 5169% | 203 | 647
Huaxia 53248 | 45350 | 1054428 | 943537 5.05% 123 | 078% | 128 712% 164 | 1742% | 180 | 595
Minsheng 30020 | 13823 | 1615830 | 1,394,864 1.86% 100 | 044% | 124 7.33% 164 | U717% | 246 | 6.35
Di‘\'/:rcf’;niggt disgz;e g | 859 502411 | 444,820 NA 0.60 NA 0.60 NA 0.60 NA 060 | 240
Industrial | 680,600 | 490000 | 1482362 | 1271347 | 4591% | 300 | 997% | 222 | 9033% | 243 | 3890% | 194 | 959
Pingan 80,830 | 59034 | 840439 | 92001 9.62% 156 | 118% 132 | -2740% | 300 | 3694% | 193 781
Hengfeng dis’;gge g dis:;lnge g disggtse 4 | 364598 NA 0.60 NA 0.60 NA 0.60 NA 060 | 240
Zheshang 3,662 663 518597 | 353,200 071% | 092 | 005% | 120 181% 159 | 45234% | 300 | 671
Bohai 18420 15563 | 343350 | 268,268 5.36% 125 | 027% | 122 3.82% 16l | 1843% | 181 589

Postal Saving | 176,631 | 75231 | 1391901 | 1079392 | 1269% | 178 | 259% | 146 | 32.45% 188 | 13478% | 258 | 770
CcDB 1642300 | 1,571,600 | 10933412 | 10225793 | 1502% | 195 | 24.06% | 300 | 9.99% 167 | 450% | 171 | 833
EXIM disgiﬁed dis';llzged dis':Igtsed disZEZed NA 060 NA 060 NA 060 NA 060 | 240

ADBC Not Not Not Not NA 0.60 NA 0.60 NA 0.60 NA 060 | 240

disclosed disclosed disclosed disclosed

39 Calculated by IIGF using the CBIRC assessment framework, with data from annual reports, corporate social responsibility reports, WIND.
TROR: SRTER. ERRERERWind&UIEE
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Appendix 2: 2017 CBIRC scorecard for 21 main banks: Qualitative Indicators*°

Participation in international initiatives

UNEP Statement

of Commitment

by Financial International Green Green | “Twohighone | Green
UN Institutions (FI) Green Green Green BEECD credit credit excess” credit
Equator Global on Sustainable banking credit credit credit related disclo- disclosure innova-
Principles | Compact Development devision system research participation fines sure situation tion
ICBC 0.5 0.5 0.5 1 1 2 2 2 105
ABC 1 1 1 -1 2 1 2 7
BOC 0.5 1 1 1 2 2 75
SCCB 1 1 2 1 2 7
CBC 1 1 1 15 45
Merchants 05 05 0.5 1 2 2 15 8
Pudong Development 0.5 1 1 2 2 15 8
CITIC 0.5 1 1 2 15 6
Guangda 0.5 1 1 1 35
Huaxia 0.5 1 1 2 1 2 75
Minsheng 0.5 1 1 1 2 1 6.5
d
— 1 R
Industrial 0.5 0.5 0.5 1 1 1 1 1 2 2 10.5
Pingan 0.5 0.5 1 1 -1 1 1 1 5
Hengfeng 1 1 2
Zheshang 1 2 1 5
Bohai 1 2 1 4
Postal Saving 0.5 1 1 2 15 6
CDB 1 1 15 35
EXIM 1 1 1 15 45
ADBC 1 1 2 4
40 Calculated by IIGF using the CBIRC using the PBoC assessment framework, with data from annual reports and corporate social

responsibility reports ZRITEIR. HETEIRE MM HTIE
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GHG emissions and natural resource consumption due to ICBC operations

Unit

Indicator

Oil consumption of official .
cars (Head Office) Liter 76,699 86,109 86,532 94,186

Direct GHG

emissions
Water consumption in Ton 172,377 170,196 156,324 150,450
offices (Head Office) ' ! ! !
Power consumption in KWh 18,394,080 19,408,280 19,867,300 19,825,712
offices (Head Office)

Indirect GHG
emissions
one
Paper consumption in -
offices (Head Office) mlllllon 8.7 8.7 & 84
pieces
Proportlon of t?lomestlc % 977 949 920 90.2
e-banking business volume
Voluntary Afforestation fee RMB 66 66
of the Head Office 10,000 ' '
Environmental Green food enterprises

protection settled in ICBC Mall Number 943.0

measures
IT application in Among 28 cate-
procurement file gories, 21 available
management online

Other environmental
protection measures

Developing new modes of energy
saving and emissions reduction;
paperless counter operation; responsi-
ble procurement
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