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Detailed Recommendations 11: Create Green Investor Networks

Despite the lack of a consistent definition for ‘green investment’, it has been generally agreed that
green investment requires sufficient consideration of environmental risks in making investment
decisions in order to reduce polluting investments and increase investments in environmental

friendly projects. The following two dimensions of green investment can be observed in practice:

Proceed from the responsibilities of the investors: Responsible investment institutions should be
required to break down the environmental factors into a set of evaluation metrics for making an
investment analysis and carry out the evaluation and decision-making on the investment according
to the results. In addition to environmental factors, responsible investments also obligate
investment institutions to take into account the social and corporate governance issues of their
projects. Some examples of international initiatives for responsible investments include: the
Equator Principles for banks, the Principles for Responsible Investment (PRI) sponsored by the
United Nations, together with the CSR investments spontaneously initiated by investors

themselves.

Proceed from the investment as an instrument to promote environmental protection and
response to climate change: These types of investments are primarily confined to some specific
areas including clean energy and green technologies under the expectation that they will help
achieve sustainable development through green growth. Compared with ‘responsible investment’,
the scope of investment institutions under the second dimension is relatively smaller. Some
international examples of this type include the International Investors Group on Climate Change
(IIGCC), Investor Network on Climate Change, Climate Change Investment Group, P8 Investment

Network, Chrysalix Global Network (GCN), among others.

The above two dimensions have been widely applied in international investment areas (please
refer to the Annex for specific case studies). Sponsors of these initiatives have called on
investment institutions to become signatories and recognize their concepts and principles. Green
investment networks enable the development of relevant evaluation and management
instruments, analysis guidelines and green management and reports as reference for network
investors to effectively manage their investment risks. On the other hand, network-related
professional resources can be utilized to provide policy and technical support for green industries
and identify superior investment opportunities that lead to profitability. Green investor networks
may also communicate the requests of institutional investors to effectively bring about regulatory

reform and innovation.

Development of green investor networks in China is driven by the following two factors: first, the
harsh reality of environmental pollution has already sounded an alarm for China’s crude pattern of

development over the past few decades. As the Chinese central government “declared war
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against pollution”, unprecedented changes have been ushered in for China’s environmental policy

and regulatory systems.

Developing green investor networks helps investors to not only respond to the call of the 18th CPC
Congress by promoting ecological development through green investment but also brings about
changes in environmental policies and regulations and development planning, and helps
systematically manage the investment opportunities and risks arising from changes in
environmental policy. In addition, access to green investor networks also helps build a green

brand image for investment institutions.

Furthermore, environmental protection and low carbon development have become the new
benchmarks of a global industry upgrade and revolution, and clean energy, green technology and
clean transport are recognized as key areas for investment growth. According to a research report
by German consulting company Roland Berger, the output value of Germany’s environmental
protection industry will hit one trillion euros by 2030 and exceed that of machinery and
automobiles to become Germany’s top industry. Joining green investor networks may also help
bring together the members and partners of investment institutions and networks to develop

diversified green investment products and exploit green investment opportunities with potentials.

Some Chinese institutions have already started to develop preliminary versions of China’s green
investor networks such as the Clean Air Investors Salon sponsored by China Clean Air Alliance
(almost 30 institutions have become signatories of the Clean Air Investment Initiative sponsored
by this salon) and China Social Investment Forum initiated by SynTao. We consider that broader
and greater efforts should be made to promote the development of green investor networks in

China on the basis of these local pilot programs.
(1) Objectives and priorities of China’s green investor networks
1. Objectives of China’s green investor networks

First, promote the application of science-based instruments by institutional investors for
environmental evaluation in the process of investment decisions; second, urge invested listed
companies and other invested companies to assume social responsibilities and improve
information disclosure; third, bring about changes in relevant government policies; fourth,
promote the disclosure and sharing of environmental information of investment projects; fifth,
share and communicate relevant experiences and cases with Chinese and foreign partners; sixth,

promote environmental education of investors and consumers.
2. Priorities of China’s green investor networks

Serve as platforms for multi-stakeholder communication and cooperation. Network
development and operation should contribute to the development of an integrated platform of
communication with investment institutions at the heart and with the invited participation of
relevant policy makers, financial experts, environmental policy experts, environmental technology
experts and representatives from green industry entities to partake in the network activities (such

as salons, forums, workshops and training) for the development of green investor networks.
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Develop green investment initiatives and principles dominated by China. Core investment and
advocate institutions should jointly sponsor green investment initiatives, identify green
investment principles and invite other investment institutions to become signatories of a network.
Investment initiatives and principles should reflect China’s needs for environmental quality

improvement and effectively engage investment institutions.

Develop relatively consistent requirements and operational guidelines for environmental risk
evaluation and information disclosure. Instruments and methodologies compatible with China’s
reality should be developed to evaluate, manage and disclose the environmental risks of financing
companies and projects, and help investment institutions in a network to create an effective

mechanism to manage investment risks arising from environmental factors.

Provide network members with professional technical support for green investments. Green
investor networks may provide their members with such services as environmental risk
management and capacity building, and green technology evaluation. They may also provide them
with an analysis of green industries, environmental policy and market prospects, and expedite the

formulation of standards and service procedures for third-party technical support services.

Bring about policy changes. Initiate and release relevant policy studies through the network

platform and the influence of network members to bring about policy changes.

Assist investment institutions to build a green brand image. Activities and publicity efforts carried
out through the platform may help network members to develop a widely recognized green brand

image and increase the influence of network members in relevant areas.
(1) Specific recommendations on China’s development of green investor networks

1. Financial institutes/associations with a government background and major financial institutes

should initiate and sponsor green investor networks

One of the authors of this report (Xie Hongxing) has taken part in organizing the Clean Air Investor
Salon, which launched the Clean Air Investor Initiative in May 2014, to which more than 20
investment institutions have become official signatories. This represents a preliminary attempt to
create China’s green investor networks in the future. However, we discovered that most of those
willing to participate in the Clean Air Investment Initiative are small investment institutions with
private capital background while large institutional investors with government background lack
the enthusiasm for participation. This reflects that institutional investors with government
background are more concerned with “whether the government requires our participation”

rather than their real attitude towards the assumption of social responsibilities.

Therefore, we suggest that financial institutes (associations) and major institutional investors with
a government background take part in sponsoring green investor networks to increase the latter’s
credibility and influence. The UNEP Finance Initiative (FI) and the Principles for Responsible
Investment (PRI) have adopted a similar approach to leverage the UN’s publicity, influence and
technical support network in expediting the development of green investor networks. It is

necessary to encourage major policy banks, commercial banks, insurance companies, securities
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firms, investment fund companies, national social security funds, local pension funds, Central
Huijin Investment Ltd., together with the Silk Road Fund, as major sponsors of green investor
networks. Sponsorship and participation of these institutions will bring about significant

demonstration effects.

In addition, some companies and financing platforms managed by local governments should also
become major participants of green investor networks. On the one hand, local governments are
required to achieve environmental quality improvement targets (such as air quality improvement
targets for 2017) and make green investments. On the other hand, local governments should pay
attention to green infrastructure investments and effectively advance sustainable development in
the process of new-type urbanization. In this sense, by joining green investor networks, local
companies will be better positioned to enhance the concepts of green development, enhance

their capacity to evaluate green investments and broaden green finance channels.

2. Green investor networks should develop green investment policy discussions and pilot

programs of application

Green investor networks can serve as a bridge connecting investment institutions, policy
researchers, policymakers and other stakeholders to support multi-stakeholder communication on
green investment policies and develop policy requests on behalf of stakeholders to bring about

policy changes.

Investment institutions and particularly those responsible institutions that closely follow green
investments have generally developed rich skills and experiences in their practical work and
carried out in-depth thinking on relevant areas. They are aware of practical situations, have access

to firsthand data and information and can provide important inputs to green investment policy.

Meanwhile, green investor networks can become pilot platforms for new policies of green
investment (such as green investment industry/product catalogues, management evaluation
procedures and reporting mechanisms). Members of green investor networks have a strong
willingness to assume risks associated with green investment and participate in pilot policies of
green investment, and enjoy certain levels of policy preferences through these pilot programs.
Effective innovation policies or investment models can be rolled out after the implementation of

pilot programs.

3. Promote the awareness and capacity building of green investment through green investor

networks

Most Chinese investment institutions have yet to develop an awareness of environmental
protection responsibilities for their investments, particularly the growing impacts that may arise
from their investments. At the operational level, there have yet to systematically carry out
environmental risk evaluation, environmental due diligence and the environmental benefit analysis
of investments, and to develop instruments that can effectively support green investment

management by investment institutions.
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Green investor networks will help promote the awareness of green investments and capacity
building, and facilitate the systematic understanding of the risks, opportunities and operational

methods of green investments by investment institutions.

4. Green investor networks may also become important vehicles for the promotion of green

consumption

Green investor networks will change consumer preferences and increase their demand for green
products and pricing power through the following activities: conducting education of consumer
environmental responsibilities; providing consumers with the environmental information of
companies; promoting green projects and products, as well as the recognition of and market
demand for these products; using public opinion to extensively criticize environmentally
unfriendly consumer behaviours. Consumer green choices will not be confined to the procurement
of personal consumer goods but will promote the development of green investment and green
supply chain. Under the influence of public opinion, consumer preferences will shift from energy
intensive and polluting suppliers to cleaner suppliers. Growing consumer demand for green

products will promote the investment, development and manufacturing of green products.

In addition, green consumption education provided by the networks will also promote personal
green investment. In the process of personal investment such as the purchase of stocks, funds and
other wealth management products, consumers will refrain from polluting enterprises and invest
more in the industries and companies that contribute to the improvement of environmental

quality.
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Annex: Case studies of international green investor networks

Case 1: The UN Principles for Responsible Investment (PRI)

The UN PRI is a voluntary initiative that guides investment decision-making established under the
UN framework in 2005. The PRI initiative calls on investment institutions to apply the six principles
of responsible investment in the practice and include environmental, social and corporate
governance factors into evaluation to influence investment decision-making and ownership
management. The United Nations has developed a series of guidelines and instruments to support
investment analysis by different categories of investment institutions and supervise information
disclosure. By now, total of 1,260 institutional investors have become signatories of these
principles for investment and these institutions manage US$45 trillion of assets. Chinese
companies including JDCapital, Lunar Capital, Greenland Holding Group and SynTao are signatories

of the PRI Initiative.

Case 2: The Institutional Investors Group on Climate Change

This investor network was created by a group of institutional investors concerned with climate
change and currently has 72 members managing six trillion euros of assets. The core objective of
this network is to influence enterprises, policymakers and other investment institutions through
cooperation with member investment institutions for the development of low carbon economy.
The Institutional Investors Group on Climate Change requires investment institutions to
incorporate factors of climate change management into the formulation of investment strategies

and investment operations.

Case 3: The Investor Network on Climate Risk

The Investor Network on Climate Risk was created at the First United Nations Investor Summit on
Climate Risk in 2003 with membership including more than 100 investment institutions managing
almost USs$10 trillion of assets. The members include private sector asset managers, government
treasury departments, pension funds, public interest foundations and other institutional investors.
The Investor Network on Climate Change leverages the synergy of its member investors to bring
about better green investment practices and policies and promotes information disclosure and

corporate management of commercial risks and opportunities arising from climate change.

Establishing China’s Green Financial System Page 7 Detailed Recommendation 11



Case 4: The Chrysalix Global Network

The Chrysalix Global Network is the most vibrant network of clean energy venture investors in the
world and gathers the most well known green energy risk investment companies. The network
aims to assist the growth of clean technology industries, build an alliance for these companies on a
global scale and enforce regional management. The member firms of Chrysalix Global Network are
from the three continents of the world. They organize various types of discussions on
communication and facilitate the development of green businesses by invested companies,

reduce investment risks and optimize business performance.

Case 5: P8 Group

P8 Group comprises of 12 global large pension funds that represent US$3 trillion of assets. Its
members include four US funds, four European funds, three Asian funds and an Australian fund.
This investment network covers the pension funds of British universities, the German ABP fund for
government employees, the Swedish AP7 state pension fund, the US Californian pension fund for
government employees, the Californian pension fund for teachers, the New York public asset
fund, and the Norwegian and South Korean sovereign wealth funds. P8 Group aims to create
investment mechanisms that can both respond to climate change and bring about sustainable
economic growth for developing countries and promote the best regulatory and financial

environment for these investment mechanisms.

Case 6: The Clean Air Investors Salon

Launched by the China Clean Air Alliance in May 2014, the Clean Air Investors Salon provides a
high-level platform for communication on the opportunities and challenges of air quality
improvement in China for investors. Currently, more than 20 institutions have officially become
signatories of this initiative, which aims to leverage more investments in China’s clean air efforts,
support the environmental impact analysis of clean air investors, help investors identify the risks
and opportunities of investment in clean air arising from air pollution treatment and prevention,
contribute to the development of policy environment and market mechanisms favourable to air
quality improvement, and promote the improvement of air quality. By now, the China Clean Air

Alliance has successfully organized two rounds of the Clean Air Investors Salon.
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THE GREEN FINANCE TASK FORCE

The Green Finance Task Force was initiated by People’s Bank of China (PBC) Research Bureau and the
UNEP Inquiry into the Design of a Sustainable Financial System in 2014. The Task Force brought together
leading Chinese financial policy and regulation experts together with experts from the private sector,
academia and think tanks, as well as international experts.

A number of organizations have lent great support to this Task Force, chief among them are Chongyang
Institute for Financial Studies of Renmin University, the Ecological Finance Research Center at the Renmin
University of China, the Eco Forum Global, the International Institute for Sustainable Development, the

Green Credit Special Committee of China Banking Association, and China Finance 40 Forum.

Advisor: Pan Gongsheng, Deputy Governor, People’s Bank of China

Domestic Convener: Ma Jun, Chief Economist, Research Bureau, People’s Bank of China
International Convener: Simon Zadek, Co-Director, United Nations Environment Programme Inquiry
into the Design of a Sustainable Financial System

TASK FORCE MEMBERS

An Guojun

Chen Zheng
Chen Yaqin

Research Associate, Institute of Finance and Banking, Chinese Academy of
Social Sciences

Research Associate, Shenzhen Stock Exchange

Head of Marketing Division, Environment Finance Department, Industrial Bank

Guo Peiyuan
Guo Sanye

General Manager, SynTao (expert on corporate social responsibility)

Deputy Secretary General of China Banking Association

He Qiaonv
Huang Chaoni
Huang Jianhui

Jiang Peixing

Chairman, Beijing Orient Landscape Industry Group
Head of Business Development - Asia, Trucost
President, Research Institute, China Minsheng Bank

CEO, Zhong De Securities

Jin Hainian

Lan Hong

Chief Research Officer, Noah Private Wealth Management

Deputy Director, Ecological Finance Research Center, Renmin University of
China

Li Donghui
LiJiangiang

Director and SVP, Beijing Orient Landscape Industry Group
Research Associate, Research Bureau, People’s Bank of China

Liang Pingrui
Lu Hanwen
Qi Liang
Sheng Hetai
Sang Qiang
SuTing

General Manager, Environment Finance Department, Industrial Bank

Deputy Director-General, Project Appraisal Department I, China Development
Bank

CEOQ, China Securities

Vice President, People’s Insurance Company (Group) of China

Senior Manager, Strategic Planning Department, People’s Insurance Company
(Group) of China

International Sustainability Development Research Institute

Wang Guijuan
Wang Lu

Research Associate, Research Institute for Fiscal Science, Ministry of Finance

Deputy Director General, Credit Reference Center, People’s Bank of China
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Wang Wen CE);%C'::,I;/e Dean, Chongyang Institute for Financial Studies, Renmin University
Wang Y. Director, Research Center for Climate and Energy Finance, Central University of
ang Yao| rinance and Economics
Xie Hongxing| Secretary-General, Clean Air Alliance of China
Xin Benii Senior Research Associate, Chongyang Institute for Financial Studies, Renmin
n Benjian University of China
Xu Wen| Research Associate, Research Institute for Fiscal Science, Ministry of Finance
Y Shuyi Research Associate, Policy Research Centre for Environment and Economy,
ang Shuying Ministry of Environmental Protection
Yao Bin| Research Associate, Research Bureau, People’s Bank of China
Deputy Director-General, Statistics Department, China Banking Regulatory
Ye Yanfei Commission
YinH Deputy Director, Urban Finance Research Institute, Industrial and Commercial
nHONg| gank of China
Yin Lihai| Director, Tax Policy Department, Ministry of Finance
Yu Xiaowen Director, [ISD China Office
Yu Zhenli| Research Associate, Research Institute for Fiscal Science, Ministry of Finance
Zhao Lijian| Program Director, Environmental Management, Energy Foundation China
Zhang Hai| Director of the Secretariat, Eco Forum Global
Zhang Jialin| Chairman, Aron Capital Management
Zhang Yong Executive Director, Eco Forum Global
Executive Deputy Director, Ecological Finance Research Center, Renmin
Zheng Tingying University of China
Zhou Yacheng Partner, Zhong Lun Law Firm
Director, Urban Finance Research Institute, Industrial and Commercial Bank of
Zhou Yueqiu .~
Zhu Shougqing| Senior Associate, Sustainable Finance Program, World Resources Institute
INTERNATIONAL EXPERTS
Mark Halle| Vice-President, International Institute for Sustainable Development
Sean Kidney| CEO, Climate Bonds Initiative
Alexander Barkawi Founder and Director, Council on Economic Policies
Stanislas Dupré| Founder and Director, 2° Investing Initiative
Butch Bacani| Programme Leader, UNEP Fl Principles for Sustainable Insurance Initiative
Sony Kapoor| Managing Director, Re-Define
Susan Burns| CEO and Co-founder, Global Footprint Network
Professor of Law and the Director of the Research and Policy Center for Law
Romulo Sampaio| and the Environment (CDMA) at Getulio Vargas Foundation (FGV) School of Law
in Rio de Janeiro.
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