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Setting Standards is the Key to
Hong Kong Becoming a Leading
Green Finance Centre
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Green finance, a broad term that covers
structured financial activity designed to

ensure better environmental objectives and E+FK, feaE—A1R
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ong Kong’s green finance activities are on an
H upward trajectory. Already recognised as a major
international financial centre, underpinned by the

necessary financial framework and wide-ranging expertise,
Hong Kong has the fundamentals in place to establish self-
defined green financial standards and promote and apply
them internationally. For example, it is notable that the Hong
Kong Monetary Authority (HKMA) is driving green finance
both in the capacity as the de facto central bank and also
as the financial regulator. Designed to fund environmentally
friendly projects, in May 2022, the Government launched the
inaugural retail green bond, which broadened the variety of
green and sustainable financial products in Hong Kong. The
success of the government’s green bond scheme is another
example of setting an important new benchmark for potential
issuers and investors in Hong Kong, around the Asia Pacific
region and internationally. The scale of Hong Kong’s green
finance market has been expanding significantly. According to
HKMA estimations, the amount of green and sustainable debt
(including bonds and loans) issued in 2021 exceeded USD50
billion, which was four times more than in 2020. Meanwhile,
a substantial number of Mainland China and overseas
entities have chosen to issue green bonds in Hong Kong,
including multinational development banks. There is also a
growing range of other green and sustainable products such
as sustainability, social and transition bonds and green and
sustainability-linked loans.

Taking the lead

While green financing initiatives are being readily adopted
by financial institutions worldwide, it is still early days and
the challenges are extensive. Not only are there numerous
standards and definitions on just what is considered "green”
and “sustainable” there are also numerous standard setters,
ratings and data providers. The lack of agreed methodologies
can be an obstruction for asset managers, investors,
regulators and issuers of green financing-related initiatives.
Against this backdrop, as the green finance landscape
becomes a global consensus, a critical step in developing
Hong Kong into an international green finance centre is

for the city to strengthen its regulation of green financial
products and financial instruments, including developing
up-to-date green standards and strengthening regulation
through policies.

Promoting green and sustainable banking was one of the
initiatives announced by the HKMA in May 2019. Since
then, several significant initiatives have followed. Jointly
established in 2020 by the HKMA the Securities and Future

www.hkib.org

;E ANSEEZRUIBRERERE
WERAGRB.ZHEBTEE,
E EREELARATEEBFERT
0, BRI LGB ERMIRE, EERB#E
BEER.MIMEFSIENE EETHER
B(ZER) EUBERRRITNEMEE
BRSO HESEE TR 2022F58, K
RERETHREETERSARFEBRE,
EmMERNGKEN T IHEEMERNER,
BN BESF TR, BT 8.
SAREMNEERELENEEETANKREER
UEEMRENS—HF.EBEEER
THHRRE -—EARBER R ERME,
2021, EBETHREBNRAFERS (8
EESNMEE) BiB500 % T, 820204
ZHIE, R, ZRANMAEINMEE (8
EZBREFRT) BEEETEBRTHRER
S HtGKBERAIRBEERENBEATE
m, fInE B RES L EEEES.
BIERES, UGB R FEERERAEN
F

RERIE

ERE MO TRMBYET RN KB RIS
e, BMERSEE, BENEE LR BR MK
B MITA S, EEEMRENER MR
EHEE . TREBNEBRREE C LB
%, RIR—HHRE, IHEEEEARE
ERERBNGCSREMERIETARB
RFERR ELER T, 2X—HRBELRKE
TRZE BRBUERASBFREREEREP
0, RN —IHREMREEStE/mER
MEMIE, SERIKMNGEIRE, B’
HRMNEEE.

EERERIFBERT, RBEERE2019F
SRAMmERZ —; BRZAEEMEME
HRERN 2020, EER . BFNIEE
BEREZEE (BEG) BRHGERME SR
AR BT EBPIA I AR B A P AR 2
WRES/ VA, EEMASREHHERMEN
RIZARVERES, IMREBZBN I
BTHOER-ES/NVEENEIMETE
I E—RRRMERENFINEESE,
H-ZHABKBIT SRS TE BERKg
BNAHETRERNBRIRESE, 15
HRAREEEZERNNBRNEEEH,
Itesh, BB METFIE S & FRIZR R R AER8
MW E TR NMENERFHRKREWE

39

MAY-JUNE 2022



40

GRC CORNER
GRC B &

Commission (SFC) along with other financial regulators,
agencies and government bureaus, the Green and
Sustainable Finance Cross-Agency Steering Group (CASQG) is
focused on coordinating the management of climate and
environmental risks to the financial sector and accelerating
the growth of green and sustainable finance in Hong Kong.
Currently CASG is focused on two main streams: one to
study and address cross-sectoral regulatory issues and the
second to coordinate cross-agency market development
efforts, examining policy and regulatory issues in green
and sustainable finance, particularly those which may have
a cross-sectoral impact. In addition, CASG is progressing
towards mandating climate-related disclosures aligned
with the Task Force on Climate-related Financial Disclosures
(TCFD) framework across relevant sectors. The disclosures
are structured around four thematic areas that represent
core elements of how organisations operate: governance,
strategy, risk management, and metrics and targets. On
the regulatory front, Hong Kong regulators have introduced
measures on climate risk management and disclosure. They
are also working towards adopting the Common Ground
Taxonomy developed by Mainland China and the European
Union, with the aim of providing a unified standard among
the financial sector.
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Leveraging Hong
Kong'’s long-
standing regulatory
and financial
credentials and
geographical
advantage, the city
has an opportunity
to play a pioneering
role in shaping
green financing
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Developing home-grown standards

Another significant development in the city's green finance
ecosystem is Hong Kong Exchanges and Clearing’s (HKEX)
Sustainable and Green Exchange (STAGE). Launched in December
2020, STAGE is the first multi-asset sustainable finance online
platform in Asia that connects issuers, investors and other
stakeholders. The platform lists sustainability-themed products
from leading Asian corporates, as well as providing a repository
of information on sustainability, green and social bonds, and
environmental, social and governance (ESG)-related exchange
traded products listed on the HKEX. However, as the standards
of what can be classified as “green” remain fragmented,
investors may find it a challenge to establish the "big picture”
environmental and social impact and understand the risks
behind such investments.

As Hong Kong’s banking and financial industry focuses on
developing green financial markets, the Hong Kong Green
Finance Association (HKGFA) - comprising a broad range of
financial institutions, corporates and NGOs - aims to bring
together the talent and expertise of financial institutions
and green businesses in Hong Kong to promote green finance
and investment. In February this year, the HKGFA published a
research report entitled Developing Hong Kong as a Leading
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With standards in place, Hong Kong

could serve as the conduit for carbon

compliance cap and trade markets. 99

Investment Fund for Green and Sustainable Infrastructure
Financing. The report outlines recommendations for the
Hong Kong Government on enhancing its legal, tax and
regulatory environment to facilitate or attract the setting
up of green and sustainable investment funds in Hong
Kong. The report also explores Hong Kong’s potential as
a regional financial hub for attracting capital to finance
infrastructure projects that are green and sustainable.

Win-win opportunities

Leveraging Hong Kong’s long-standing regulatory and
financial credentials and geographical advantage as the
designated green finance centre in the GBA - as specified
by China’s State Council in the Development Plan for the
Guangdong-Hong Kong-Macao Greater Bay Area - the city
has an opportunity to play a pioneering role in shaping
green financing standards. Under the Development

Plan, Hong Kong is the designated green finance centre,
while Macao and Guangzhou are cited to build an RMB-
denominated green finance platform and develop a green
finance pilot innovation zone. As a green finance centre
with multiple roles to play, the establishment of green
financial standards could strengthen Hong Kong's capacity
for enhancing GBA green finance collaboration and
development.

Improving the environment features prominently in the
14" Five-Year Plan, Mainland China’s key policy blueprint
for the next five years and beyond. Therefore it is not
surprising that the plan states also states that China
will “greatly develop” its green finance capabilities. In
August 2021, with a view to driving a green and low-
carbon market in the GBA, HKEX signed a Memorandum
of Understanding with the Guangzhou Futures Exchange.
The People’s Bank of China (PBoC), estimates that the
country’s carbon neutrality goal will cost RMB2.2 trillion
(USD283.5 billion) annually through 2030 to uphold the
“30-60” announcement by Xi Jinping for China to try to
peak carbon emissions before 2030 and be carbon neutral
by 2060.
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With standards in place, Hong Kong could serve as the
conduit for carbon compliance cap and trade markets. It is
worth pointing out that the Guangdong-Hong Kong-Macau
Greater Bay Area Green Finance Alliance (GBA-GFA), which
aims to promote sustainable development in the region,

is already supporting five green finance-related projects
initiated by different regions, of which three projects -
Green Building, Blockchain Solar and Carbon Connect - are
being led by Hong Kong. Providing an important platform for
green cooperation in the GBA, establishing a carbon connect
platform could enable investors to use the same cross-border
standardised trading platform by connecting domestic and
overseas carbon market trading channels. This would further
enhance Hong Kong’s status as a facilitator and gateway
between Mainland China and the rest of the world. With

the strengths and advantages at Hong Kong’s disposal, the
city is well-placed to develop into a regional and global
pre-eminent green finance hub.
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