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To:

People’s Bank of China (“PBoC”)

National Development and Reform Commission (“NDRC”)
China Securities Regulatory Commission (“CSRC”)
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ASIFMA Response to Consultation of 2020 Green Bond Endorsed Project
Catalogue
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Dear Sir/Madam,
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The Asia Securities Industry & Financial Markets Association (ASIFMA)? and its members welcome the
opportunity to respond to the draft for consultation of the 2020 Green Bond Endorsed Catalogue (“2020
Green Bond Project Catalogue”), jointly promulgated by the People’s Bank of China (PBoC), the National
Development and Reform Commission (NDRC) and the China Securities Regulatory Commission (CSRC).
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On behalf of its members, ASIFMA commends China for its leadership in green bond issuance in Asia since
the introduction of the “Green Bond Endorsed Project Catalogue (2015 Edition)” and “Guidelines for
Green Bond Issuance” issued in December 2015, and also through the leading efforts of the PBoC in the
Network for Greening the Financial System (NGFS). The 2020 Green Bond Endorsed Project Catalogue will

1 ASIFMA is an independent, regional trade association with over 125 member firms comprising a diverse range of leading financial institutions
from both the buy and sell side, including banks, asset managers, law firms and market infrastructure service providers. Together, we harness the
shared interests of the financial industry to promote the development of liquid, deep and broad capital markets in Asia. ASIFMA advocates stable,
innovative, competitive and efficient Asian capital markets that are necessary to support the region’s economic growth. We drive consensus,
advocate solutions and effect change around key issues through the collective strength and clarity of one industry voice. Our many initiatives include
consultations with regulators and exchanges, development of uniform industry standards, advocacy for enhanced markets through policy papers,
and lowering the cost of doing business in the region. Through the GFMA alliance with SIFMA in the United States and AFME in Europe, ASIFMA
also provides insights on global best practices and standards to benefit the region.
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no doubt be another important step forward in developing environmental sustainability in China’s
economy, and further enable greater alignment with standards being developed in other key jurisdictions.
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We take this opportunity to express our support for the overall direction taken in the 2020 Green Bond
Endorsed Project Catalogue consultation, and also set out in the following sections the key industry
concerns in relation to the development of taxonomies and standards.
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Iteration and Dialogue

BREXTE

Earlier this year, ASIFMA published its whitepaper on sustainable finance — Sustainable Finance in Asia
Pacific: Requlatory State of Play — which provides an overview of developments to date in major Asia
Pacific jurisdictions and globally. Through this review, it highlights variances in approaches and emphasis
within different jurisdictions and frameworks. The paper further examines practical implications for
industry participants and policymakers, and calls for greater coordination at this critical stage of defining
international policy settings in relation to sustainability. We hope it provides useful insight to regulators in
the region as we also highlight some key industry concerns and recommendations within the paper. We
believe it is important that policymakers and regulators take these points into consideration in light of the
complex and multidimensional nature of this issue and susceptibility to cross-jurisdictional problems.
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The industry strongly supports the transition to a sustainable global economy. In addition to industry-led
initiatives, we recognise the vital role policymakers and regulators play in scaling up sustainable finance in
capital markets, and that coordination and commitment by all major jurisdictions are needed to ensure
cohesion and clear policy direction.
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ASIFMA strongly urges regulators to give due consideration to industry concerns around market
fragmentation and the need for coordination and alignment, to be addressed through open and
meaningful dialogue among regulators globally and within the Asia Pacific region, in an effort to explore
ways to align the different taxonomies and standards currently being developed in the region with
frameworks already in existence. Given the global impact of climate change, we stress the importance of
taxonomy development to be driven internationally, especially in line with global initiatives taken by
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bodies such as the Financial Stability Board (FSB) and G20, in order to ensure that they are compatible and
aligned across the world.
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We thus urge Asia’s policymakers and regulators to work with and engage assertively in open dialogue
with other jurisdictions in regional and international fora, in efforts to develop a harmonised global
taxonomy framework, whilst ensuring flexibility for regional specificities, bearing in mind the different
needs of developed and emerging markets, as well as flexibility for different interpretations of
sustainability, provided there is sufficient transparency for informed comparisons by investors and market
participants. We consider it inevitable that divergences in national taxonomies would lead to unintended
consequences such as creating further market fragmentation, which would inadvertently hamper
comparability of data and disclosure standards across jurisdictions.
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Consistent and Representative Taxonomy
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Currently, there exists no single binding global taxonomy, while classification systems for ‘green’ assets or
products differ widely across jurisdictions and industries. The industry is, however, encouraged to see that
key jurisdictions such as China and the EU have been actively promoting and leading efforts in the
development of sustainable finance, while other countries have also followed suit by taking initiative to
develop their own green taxonomies and standards.
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Given the wide range of taxonomies with substantively differing interpretations of a ‘sustainable’/’green’
product or activity, this limits the benefits of using any one methodology to assess the exposures related to
‘green’ or ‘brown’ assets, and creates impediments to the scaling of sustainable finance. It is furthermore
imperative to avoid strictly binary approaches to classifying economic activities as ‘green’ and ‘non-green’,
especially given that sectors and companies that do not meet ‘green’ principles can still have the potential
to become significant contributors to sustainability and participate in the broader transition efforts to a
green economy. Specifically, this may disincentivise investment in transition activities which may be critical
in other regions. This further underscores the major need to harmonise green taxonomies and standards,
which has also been highlighted by international bodies such as the NGFS, for instance, it could be an idea
to take inspiration from the EU taxonomy where such transitional activities are eligible to a certain point in
time before being tightened.
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While the industry appreciates progress made to date by markets such as the EU and China to establish
taxonomies, concerns remain as to how these, if constructed solely from the respective locality’s
perspective, may lead to unintended market fragmentation and have extraterritorial impacts on firms
operating across borders. On that premise, we believe that efforts that have already been undertaken to
compare existing taxonomies (notably the joint study2 conducted in 2017 by the PBoC and the European
Investment Bank (“EIB”) comparing the Chinese, Multilateral Development Banks — International
Development Finance Club (“MDB-IDFC”), and EIB standards) are greatly valuable in identifying and
setting a common basis to further enhance consistency across taxonomies and green bond standards
globally. The industry would thus welcome further work to be conducted on the compatibility between
the European, Chinese, and other standards, in order for harmonisation across standards to ultimately be
achieved. This could be done via the International Platform for Sustainable Finance, of which both the EU
and China are members, or more broadly through the work of the OECD work on Taxonomies which we
understand is due to produce a stocktaking report in October 2021.
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Highlights of Harmonisation
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As a notable amendment, we note the removal of the clean use of fossil fuel in China’s 2020 Green Bond
Project Catalogue and, to the extent this closes a known critical difference between this and other
international taxonomies, acknowledge this as a significant step forward in achieving greater
harmonisation between standards, which also helps increase investors’ confidence.
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25ee https://www.eib.org/attachments/press/white-paper-green-finance-common-language-eib-and-green-finance-
committee.pdf
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The industry encourages classification objectives that achieve compatibility, as well as a standard which is
aligned to the Paris Agreement. The EU Taxonomy Regulation sets out a general framework for what can
be classified as “environmentally sustainable economic activity” and identifies 6 main principles regarding
the establishment of its Taxonomy with the reduction of GHG emissions as its primary overall objective.

In contrast, we note that the China Green Bond Project Catalogue is increased to a four-level classification
system of projects that are eligible for green bond financing and closely maps to the Green Industry
Catalogue.
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We would like to point out that neither of the Chinese policies, in the forms of lists and catalogues of
economic activities and projects across multiple sectors with the respective definitions of being ‘green’,
contain overarching general environmental principles and do not have a primary goal of addressing GHG
emissions. In this regard, the industry recommends that the principles-based approach of the Paris
Agreement should be adopted as well, besides global alignment in the classification objectives to achieve
compatibility.
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Implementation and Metrics
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ASIFMA and its members in general supports a principle-based approach in the design of taxonomy and
standards, and we wish to reiterate the need to avoid regulatory fragmentation in regional and local
efforts, especially as authorities begin to move into implementation. While the risk of diverging
approaches is considered lower at the international standard-setting level, concerns remain in respect to
regulations and guidance that will follow to support the implementation of the climate change
frameworks and ongoing supervision. Those technical regulations and guidelines could vary greatly (e.g.
qguantity and quality of information required to conduct ‘greenness’ assessment; green metrics and
related thresholds calibration, etc.) depending on local contexts and interpretations of high-level
principles.
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We expect that the 2020 Green Project Catalogue will support further embedding of green standards in
China, and aligning China green bond endorsed projects with the Green Industry Guiding Catalogue
(2019), with positive outcome of harmonizing the taxonomies from PBoC and NDRC within China.
While we note that the categories related to fossil and traditional energy in the 2019 Green Industry
Catalogue have not been included in the 2020 Green Project Catalogue, we also look forward to the
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removal of these fossil fuel energy categories from the next update of the Green Industry Catalogue in
due course.
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Concluding Remarks
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ASIFMA and its members support the overall direction taken in this consultation to further align the 2020
Green Project Catalogue with other international taxonomies, which is of vital significance in the global
green efforts to scale up sustainable finance. The industry stands ready to provide any assistance that may
be required from the industry as regulators continue to develop a workable taxonomy.
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Going forward, we hope to hold open dialogue with China’s financial markets regulators and look forward

to continuing engagement on this topic. If you have further questions or would otherwise like to follow

up, please contact Matthew Chan, Head of Policy and Regulatory Affairs at ASIFMA, at mchan@asifma.org

or +852 2531 6560.
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Sincerely,
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Mark Austen
Chief Executive Officer
Asia Securities Industry & Financial Markets Association
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