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Executive Summary

This report develops a systematic analytical framework to assess the current landscape,
potential, and pathways for greening China’s local government bonds (LGBs). The analysis
centres on two interconnected dimensions: policy space (the authority granted to local
governments for bond issuance and management) and financing demand (genuine and
sustainable green project financing needs). Through policy review and data analysis, the report
identifies key bottlenecks and pinpoints the regions best positioned to pioneer offshore green
LGB issuance. The findings provide actional insights to facilitate Chinese local governments’
access to international green capital markets and to deepen United Kingdom (UK)-China

collaboration on sustainable finance.

A.Strategic values of issuing green LGBs in offshore
markets

Substantial green investment demand meets structural financing gaps. China’s “carbon
peak and neutrality” goals are driving large and growing green investment needs across energy
transition, clean transport, ecological protection, and sustainable urban development. These
projects typically involve long investment cycles and high capital intensity, creating structural
demand for long-term, low-cost green finance. Local governments—the primary implementers
of such projects—face a significant financing gap, making the mobilisation of international
capital a strategic imperative. Special local government bonds (SLGB), with their institutional
design linking bond proceeds to specific projects and repayment to project performance, are
inherently well suited to meet international green bond standards, offering the most promising

instrument for greening and internationalisation.

Promoting the internationalisation of local government bonds and tapping into global green
capital channels offers profound strategic value beyond mere capital mobilization. First,
leveraging international market forces can accelerate the convergence of domestic green bond
standards, disclosure requirements, and climate governance frameworks with mainstream
global rules. Second, the issuance of sovereign and sub-sovereign green bonds establishes a
critical pricing benchmark, facilitating Chinese corporates in accessing global green investor
pools. Third, it advances Renminbi (RMB) Internationalisation. By issuing a greater volume

of high-quality RMB-denominated green government bonds in offshore markets, it not only




MGF

MACRO AND
GREEN
FINANCE LAB

Greening China's Local Government Bonds:
// Pathways to Global Green Capital Mobilisation

enriches the categories of RMB assets available to international investors—alleviating the
scarcity of offshore RMB assets—but also strengthens global confidence in the RMB as a

vehicle for green, low-carbon, and sustainable investment.

The UK—China cooperation provides a strong foundation. Deepening economic and financial
ties between the UK and China have laid the groundwork for knowledge sharing and market
connectivity in green government bonds. The 11th UK-China Economic and Financial Dialogue
in January 2025 identified sustainable government financing as a priority area. In April 2025,
China’s Ministry of Finance (MOF) successfully issued its first RMB green sovereign bond
on the London Stock Exchange (LSE) under its Green Sovereign Bond Framework, setting a
policy precedent and boosting market confidence for local governments considering offshore
issuance. London, with its mature regulatory framework, deep capital pools, and sophisticated
green finance ecosystem, is an ideal platform to enhance the international credibility of Chinese

green LGBs.

B.Market readiness and challenges

Market potential exists but remains largely untapped. While labelled “green bonds” remain
limited, a substantial share of LGB proceeds is already directed to green sectors— effectively
making many LGBs “de facto green bonds”, despite the absence of a green label. In the
Yangtze River Delta alone, such bonds accounted for 32.2% of total LGB issuance between
2022 and 2024, representing hundreds of RMB billions in potential. In offshore markets,
Shenzhen, Guangdong, and Hainan have piloted RMB green LGBs in Hong Kong (HK) and
Macau. By the end of 2025, cumulative issuance reached RMB 68.7 billion across 44 bonds, of
which 29 were labelled green (RMB 44.7 billion, or 65.1%), providing valuable cross-border
issuance experience. However, the “greenium” (green pricing advantage) remains unstable, and
offshore issuance costs are still significantly higher than onshore, indicating the market is in its

ecarly stages.

A two-dimensional screening approach identifies pioneer regions. The report focuses on the
ten provinces included in the national “self-review and self-issuance” pilot for SLGBs. Using a
framework combining policy space and financing demand, the report selects those with sound
fiscal fundamentals and manageable debt risks, and further prioritises regions with robust
green project pipelines. On this basis, Guangdong (including Shenzhen), Zhejiang, and Beijing
emerge as the “first-tier” candidates with the highest potential for overseas issuance. Their
pioneering efforts could provide replicable models for the greening and internationalisation of
China’s LGBs.

Four interrelated challenges constrain China’s progress in greening its LGBs. First, policy
gaps—a lack of specific guidelines for offshore green LGB issuance creates compliance

uncertainty around cross-border approval, fund conversion, and alignment with international
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standards. Second, insufficient economic incentives—the high cost of third-party verification
is rarely offset by a meaningful greenium, weakening local governments’ motivation to
issue labelled green bonds. Third, limited expertise—local governments lack the specialised
knowledge required for international capital market transactions, including cross-border
structuring, investor engagement, and ESG disclosure management. Fourth, inadequate green
project pipelines—despite large-scale investment plans, there is a shortage of “bankable” green
projects that meet international standards, generate stable cash flows, and can be packaged into
SLGBs.

C.Key recommendations

To advance the greening and internationalisation of China’s LGBs, effectively connect
with global green capital markets such as London, and serve the broader goal of UK-China

sustainable development cooperation, this report proposes the following:

Establish a dedicated policy framework. Central authorities should introduce a dedicated
policy framework specifically addressing green LGB issuance. This should clarify approval
procedures, foreign debt quota usage, and fund conversion and remittance rules. Crucially, it
should provide official guidance on aligning SLGBs’ repayment mechanisms and disclosure
requirements with international standards such as Green Bond Principles (GBP) by
International Capital Market Association (ICMA) or Common Ground Taxonomy (CGT) by
International Platform on Sustainable Finance (IPSF), thereby reducing compliance uncertainty

and issuance costs.

Strengthen disclosure and capacity building. The disclosure framework for China’s green
government bonds should be enhanced to improve the transparency, comparability, and
verifiability of environmental impact data, boosting investor confidence and helping to lower
issuance costs. Concurrently, platforms such as the UK-China green finance cooperation should
be leveraged to build capacity systematically among local governments—particularly potential
issuers like Guangdong, Zhejiang, and Beijing—through targeted training, international
exchanges, and expert advisory support. This will strengthen their ability to navigate green

finance rules, environmental benefit accounting, and international market practices.

Cultivate a high-quality green project pipeline. Local governments should be guided to
introduce a “green project” classification in their annual investment plans and to screen projects
using internationally recognised green taxonomies. Technical assistance from multilateral
development banks (MDBs) or non-governmental organisations (NGOs) should be proactively
used to support pre-feasibility studies, environmental impact assessments, and project
preparation. This will ensure that bond proceeds are directed towards projects with genuine and

measurable environmental benefits, solidifying the asset base for future green LGB issuance.

Deepen UK—China cooperation to pilot first issuances. Building on high-level dialogues,
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the promotion of Chinese green LGB issuance in London should be positioned as a tangible
outcome of bilateral green finance cooperation. Capable provinces and cities—including
Guangdong (with Shenzhen), Zhejiang, and Beijing—should be supported to explore pilot
issuances of high-standard green LGBs in the London market, drawing on the Ministry of
Finance’s successful sovereign green bond precedent. Such pilots would not only secure
long-term, low-cost capital for green projects in these regions, but also create a powerful
demonstration effect, showcasing the creditworthiness and green commitments of China’s local
governments to global investors. They would further establish a new benchmark for UK-China

collaboration in sustainable finance.
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Introduction

The global economy is entering a critical phase in its transition toward green and low-carbon
development. This is not only a strategic choice for achieving sustainable growth but also a
critical action for implementing the goals of the Paris Agreement and addressing global climate
risks. As the world's largest energy consumer and carbon emitter, China's proposal and active
pursuit of its carbon peak and carbon neutrality goals have a decisive impact on global climate
governance. Realising this ambitious blueprint requires sustained, efficient, and large-scale
green investment. How public finance can effectively guide and leverage private capital has thus

become a core issue in driving the green transition.

Issuing bonds is currently the only legal way for local governments in China to take on
debt and the primary source of funding for local infrastructure construction. Greening local
government bonds—commonly referred to as “LGBs”'—can not only expand the supply of
green investment and enhance the environmental performance of capital but also serve as a
key mechanism to guide and leverage global private capital to support China's green transition.
However, there remains significant room for improvement regarding the attraction of domestic
and international green capital—bottlenecks such as limited participation by international
investors, the absence of a nationally-unified green LGB framework, and insufficient disclosure

transparency are constraining the further realisation of the LGB market's potential.

At the same time, local governments, particularly in advanced regions with strong fiscal
capacity and urgent green investment needs, face practical and pressing demands to expand
financing channels and secure long-term, low-cost green capital. According to China's First
Biennial Transparency Report submitted to the United Nations Framework Convention on
Climate Change, the country’s total financial needs for both mitigation and adaptation actions
are estimated at approximately RMB 25.2 trillion from 2024 to 2030, averaging about RMB 3.6
trillion annually; from 2031 to 2060, total financial requirements are projected to reach roughly
RMB 243 trillion, with an annual average of around RMB 8.1 trillion’. Against this backdrop,
exploring the issuance and financing of green LGBs through international capital markets—
especially in mature, deeply internationalized green finance hubs such as London—holds

significant strategic and practical value.

1 non

* The terms "local government bonds," "local government debt," "municipal bonds," "municipal debt," and "local debt" are

frequently regarded as synonymous and interchangeable, and this paper does not distinguish between them.

> China (2025). 2024 Biennial Transparency Report (BTR).. United Nations Framework Convention on Climate Change
5 (UNFCCQCQ). Retrieved 20 March 2026 from https://unfccc.int/documents/645296
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In this context, this research focuses on the core issue of "greening China's LGBs." It
systematically reviews China's existing policy framework and market practices, assesses the
practical foundation and potential demands for greening LGBs, identifies the main institutional
and market challenges in issuing green LGBs overseas, summarizes key findings, and proposes
corresponding policy recommendations. The structure of the report is as follows: Chapter 2
elaborates on the research background and the strategic significance of China-UK cooperation;
Chapter 3 reviews the policy developments and market practices of green LGBs in domestic
markets and overseas markets; Chapter 4 analyzes the potential demand for green LGBs and
core challenges; Chapter 5 presents key conclusions and policy recommendations based on

comprehensive analysis.

Through this research, the report aims to provide systematic policy analysis and practical
references for China’s local governments to more effectively utilise bond instruments to
mobilise global green capital and enhance the international compatibility and market appeal of

green fiscal policies.
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pJ] Research Background and
- Significance

2.1 Sino-British economic and financial cooperation
provides a strategic foothold and practical foundation

As important advocates and participants in global green finance, China and the UK have
deepened their cooperation in the field of economic and financial affairs in recent years, with
their recognition of one another as primary partners in green finance, for capital raising,
product innovation, and international thought leadership’. This has laid a solid foundation for
knowledge sharing and market connectivity regarding green government bonds, making this
research—which focuses on drawing on British experience and exploring Chinese pathways—

particularly timely.

On the one hand, collaboration between the two sides at the institutional and standards
levels continues to advance. Under international mechanisms such as the G20 Sustainable
Finance Working Group, China and the UK have engaged in dialogue and cooperation on
core issues including green taxonomy standards, environmental information disclosure, and
ESG due diligence management, achieving positive results. In particular, the 11th China-UK
Economic and Financial Dialogue, held on January 11, 2025, explicitly identified “Sustainable
Government Financing” as a key area for cooperation. The two sides agreed to collaborate and
share knowledge on sovereign green financing frameworks® This creates a high-level policy
communication channel for rule alignment and mutual recognition regarding green government
bonds.

On the other hand, connectivity in markets and products has already seen successful precedents.
The Ministry of Finance, as well as financial institutions such as the Agricultural Bank of

China, the Industrial and Commercial Bank of China, and the Bank of China, have successfully

* HM Treasury and The Rt Hon Rachel Reeves MP. (2025). 2025 UK-China Economic and Financial Dialogue: policy
outcomes. GOV.UK. https://assets.publishing.service.gov.uk/media/678649¢5f0528401055d239b/UKChina_ EFD_POP_
Master Final.pdf

* Ministry of Finance. (2025). Policy Outcomes of the 11th China-UK Economic and Financial Dialogue. China Government

Portal. https://www.gov.cn/yaowen/liebiao/202501/content 6998409.htm
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issued green bond products on the London Stock Exchange’ °. The successful issuance of
China's first RMB-denominated green sovereign bond in London in April 2025 was a milestone
event’, raising RMB 6bn and establishing a benchmark for future Chinese issuances. These
practices have not only accumulated technical experience in cross-border issuance but also
demonstrated the attractiveness of Chinese green assets to international investors (MoF’s
issuances was almost seven times oversubscribed), providing valuable market confidence and
operational references for this study to explore pathways for LGBs to "go global." Therefore,
focusing on the London market and designing a Chinese solution is a key step in responding
to the strategic direction of China-UK cooperation and transforming high-level consensus into

concrete outcomes.

2.2 The UK financial market serves as the optimal hub for
mobilising global green capital

The UK financial market, particularly London, has long occupied a central position in the global
capital allocation system due to its comprehensive advantages in institutional frameworks,
capital liquidity, and professional service capabilities. London is one of the world’s leading
green finance centres—ranking second globally in the 16th edition of the Global Green Finance
Index (GGFI)*—and serves as a critical hub where global green capital is highly concentrated
and actively circulated. For Chinese LGBs seeking to enhance their international recognition
and effectively access long-term green funding, this market holds significant and practical

appeal.

First, the UK has established a rule-based system in green finance institutional
development that exerts significant international influence. The UK emerged as global
green finance hub two decade ago—with a series of key milestones such as the issuance of
first green bond by the World Bank on the LSE in 2009, the launch of the LSE’s Green Bond

" Zhou Yanxi and Mao Qian. (2022). Current Status of Green Finance Development in the UK and Prospects for China-
UK Cooperation in Green Finance. International Research Institute of Green Finance, Central University of Finance and
Economics. https://iigf.cufe.edu.cn/info/1012/5256.htm

" Press Office of Ministry of Finance. (2025). The Ministry of Finance successfully issued its first RMB-denominated green
sovereign bonds in London. Website of the Ministry of Finance of the People's Republic of China.https://www.mof.gov.cn/
zhengwuxinxi/caizhengxinwen/202504/t20250403_3961408.htm

* Ministry of Finance. (2025). The Ministry of Finance Successfully Issues Its First RMB Green Sovereign Bond in
London. Website of the Ministry of Finance of the People's Republic of China. https://www.mof.gov.cn/zhengwuxinxi/
caizhengxinwen/202504/t20250403_3961408.htm

% Wardle, M., Mills, S., Mainelli, M. (2025). The sixteenth edition of the Global Green Finance Index (GGFI 16). Long
Finance & Financial Centre Futures. Retrieved March 20, 2026 from https://www.longfinance.net/media/documents/
GGFI_16_Report 2025.10.30_v1.1.pdf

" CleanTechnica. (2016). London Stock Exchange Group Joins Climate Bonds Initiative. Retrieved March 20, 2026 from
https://cleantechnica.com/2016/04/22/london-stock-exchange-group-joins-climate-bonds-initiative/
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Segment in 2015, which later evolved into the Sustainable Bond Market (SBM) in 2019'’; the
establishment of the Green Finance Initiative in 2016'", and the Bank of England’s first climate
stress tests in 2021'%. Building on this foundation, the UK government released its Government
Green Financing Framework in June 2021. This framework systematically defines the use
of green proceeds, project eligibility criteria, and requirements for disclosure and impact
assessment, thereby providing a clear, transparent, and verifiable institutional foundation
for public sector green financing". Aligned closely with the Paris Agreement and the UK's
"Net Zero" targets, the operational experience of this framework is widely recognized by
international investors and multilateral institutions, setting a high standard for green credibility
in the market. Conducting financing within this institutional environment helps issuers mitigate
concerns regarding "greenwashing" and enhances the international acceptability of their green
labels.

Second, the London market possesses significant capital depth and a broad international
investor base. The Sustainable Bond Market established by the London Stock Exchange has
attracted a large number of sovereign, quasi-sovereign, and institutional issuers, with green,
social, and sustainability bonds becoming one of the fastest-growing categories. Through this
platform, pension funds, insurance capital, and sovereign wealth funds from Europe, North
America, and other regions can participate in green asset allocation at relatively low transaction
costs. This highly internationalized investor structure provides a stable source of funding for

large-scale, long-term green financing.

Third, London has fostered a mature ecosystem of green finance professional services. Key
stakeholders—including investment banks, accounting firms, law firms, as well as green
verification and ESG rating agencies—have accumulated extensive experience in cross-
border green bond structuring, compliance review, pricing, and ongoing disclosure. This
comprehensive service chain significantly reduces the institutional and operational costs for
new entrants, providing issuers such as local governments with replicable and scalable market-

based solutions.

' Dorrian, C., Kohli, S., Meng, A. (2025). Sustainable bonds on the London Stock Exchange--a decade of innovation. LSEG
Insights. Retrieved March 20, 2026 from https://www.lseg.com/en/insights/sustainable-bonds-london-stock-exchange-
decade-of-innovation

""" Green Finance Taskforce (2019). Accelerating Green Finance. GOV.UK. Retrieved March 20, 2026 from https://www.gov.
uk/government/publications/accelerating-green-finance-green-finance-taskforce-report/accelerating-green-finance-a-report-
by-the-green-finance-taskforce

"> Rees, Jon. (2021). BoE Unveils Climate Change Stress Tests; Results May Affect Supervision. S&P Global. Retrieved
March 20 from https://www.spglobal.com/market-intelligence/en/news-insights/articles/2021/6/boe-unveils-climate-change-
stress-tests-results-may-affect-supervision-64895170?utm_campaign=slipcase

" Her Majesty's (HM) Treasury and United Kingdom Debt Management Office (UK DMO) (2021). UK Government Green
Financing Framework. Retrieved May 24, 2025 from https://assets.publishing.service.gov.uk/government/uploads/system/
uploads/attachment data/file/1002579/20210630 UK Government Green Financing Framework - large text.pdf
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2.3 Meeting China’s climate goals will require much more
green capital

Against the backdrop of global climate change and China’s “Dual Carbon” strategic goals, local
governments are facing the dual challenge: rising demand for financing green projects coupled
with limited green financing channels. This makes the policy relevance and practical guidance

value of this study particularly prominent.

Guided by the strategic objectives of “Dual Carbon,” investment demands in various provinces
across China are rapidly expanding in areas such as energy transition, clean transportation,
ecological conservation, and sustainable urban development. These projects generally involve
large investment scales, long payback periods, and high upfront capital intensity, creating a
rigid demand for long-term, low-cost green funding. As the primary implementers of green
projects, local governments face a substantial financing gap. In this context, mobilising
international capital has become one of the indispensable pathways. Research indicates that
many newly added LGB projects already possess green attributes, holding the potential for
direct transformation or upgrading into green bond issuances. Notably, the eastern economic

zones and the Yangtze River Economic Belt exhibit particularly significant green potential *.

However, the investor base of the domestic bond market remains relatively homogeneous,
and the participation of international green investors is still extremely limited, which restricts
the inflow of green capital. In recent years, China has made some breakthroughs in exploring
the "going global" of government bonds by encouraging three selected local governments to
pilot the issuance of offshore RMB (green) LGBs in HK and Macao. However, in the absence
of a dedicated green LGB framework, each pilot issuance proceeded on a case-by-case basis,
relying on specific central authorisations and the existing LGB framework. Green labelling was
obtained through independent third-party certification arranged by the pilot issuers themselves,
primarily under the Green and Sustainable Finance Certification Scheme by the Hong Kong
Quality Assurance Agency (HKQAA), while financial infrastructure institutions also provided
case-specific advisory support. These arrangements incurred notable administrative and
capacity-building costs for the issuers. In early 2025, China released its Green Sovereign
Bond Framework and issued RMB green sovereign bonds in London, UK for the first time'
', Nevertheless, the current issuance entities, venues, and varieties of green bonds are still

relatively limited. Moreover, there is a lack of a management system specifically designed for

" Liu Wenjie and Liu Hua. (2024). Green and Sustainable Development Municipal Bonds: A New Driving Force for
Infrastructure Investment. Greenpeace.https://www.greenpeace.org.cn/wp-content/uploads/2024/04/Green-Municipal-Bond-
Policy-Briefing.pdf

" Ministry of Finance. (2025). Framework for Green Sovereign Bonds of the People’s Republic of China. Website of the
Ministry of Finance of the People’s Republic of China. https://www.mof.gov.cn/zhengwuxinxi/caizhengxinwen/202502/

120250220 _3958737.htm

16.

Ministry of Finance. (2025). The Ministry of Finance Successfully Issues Its First RMB Green Sovereign Bond in
London. Website of the Ministry of Finance of the People's Republic of China. https://www.mof.gov.cn/zhengwuxinxi/
caizhengxinwen/202504/t20250403_3961408.htm
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green government bonds at the local level, resulting in a clear disconnect between institutional

supply and market demand.

The significance of promoting LGBs to "go global" and tapping into international green capital
channels extends far beyond merely supplementing incremental funding; it holds profound
institutional and strategic value. First, it facilitates institutional alignment. Leveraging
international market forces can accelerate the convergence of domestic green bond standards,
disclosure requirements, and climate governance frameworks with mainstream global rules,
enhancing the transparency and international recognition of China's green finance ecosystem.
Second, it provides market benchmarking. The issuance of sovereign and sub-sovereign green
bonds establishes a critical pricing benchmark, facilitating Chinese corporates in accessing
global green investor pools.Third, it advances RMB Internationalisation. By issuing a greater
volume of high-quality RMB-denominated green government bonds in offshore markets, it not
only enriches the categories of RMB assets available to international investors—alleviating
the scarcity of offshore RMB assets—but also strengthens global confidence in the RMB as a
vehicle for green, low-carbon, and sustainable investment. This helps consolidate the RMB's

position and market share within the global green finance ecosystem.

1
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gl China’s Policy Overview and
- Market Practices

3.1 Review of green local government bond issuance
policies

Since 2015, bond issuance has become the sole legal method for local governments in China
to incur debt. According to the Budget Law, local debt operates under a "quota management"
system. The total national quota for LGBs must be approved by the National People's Congress
upon the State Council's proposal, after which the MoF allocates quotas downward to
individual provinces. Local governments are prohibited from exceeding these assigned limits.
Central authorities retain primary control over the issuance procedures, fund utilisation, and
risk supervision of LGBs. However, in recent years, while ensuring overall debt risks remain
manageable, the central government has prudently and orderly delegated greater autonomy to
local governments that meet specific maturity criteria. This shift has created an increasingly
flexible institutional environment conducive to LGB innovation, particularly regarding green

transformation and internationalization.
3.1.1 Gradual easing of local borrowing authority

To enhance the efficiency of fiscal fund utilisation and stimulate local initiative, the central
government has progressively granted greater flexibility and discretion to local governments—
particularly those with strong economic strength and low debt risks—across various stages of

bond issuance and utilisation.

On the one hand, the scope of fund utilisation has continuously expanded through a
"list-based" management approach. Since 2019, the investment areas for SLGBs have
expanded from traditional infrastructure construction to key national priority sectors, including
transportation, energy, agriculture, forestry, water conservancy, ecological conservation,
affordable housing projects, new infrastructure, and new energy projects. By the end of 2024,
SLGB projects will implement a "negative list" management system, explicitly prohibiting
investments in office buildings, vanity projects, and similar areas. Simultaneously, a stricter
"positive list" management approach is applied to sectors where SLGB funds are used as

project capital. Furthermore, policies now permit SLGB funds to support specific purposes,
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such as acquiring existing commercial housing units for use as affordable housing'’. This list-
based management framework grants local governments selection flexibility while ensuring

that fund allocation aligns with national macro-policy directives.

On the other hand, project review authority has been substantially delegated to the pilot
provinces. By the end of 2024, the State Council delegated the authority to review SLGB
projects, selecting 11 provincial-level regions'® with solid management foundations and regions
undertaking major national strategies to launch a "self-review and self-issuance" pilot program.
Under this scheme, provincial governments are authorized to independently review and approve
their own SLGB project lists, eliminating the previous requirement to submit them for review
by the National Development and Reform Commission (NDRC)". This significant reform
has markedly improved the efficiency of project application and implementation, representing
a crucial step in the central government's delegation of core discretionary power over bond

project management to local authorities.
3.1.2 Breakthroughs in local borrowing channels

In October 2020, the List of Authorized Matters for the First Batch of Comprehensive Reform
Pilots in Shenzhen, a Pioneering Demonstration Zone with Chinese Characteristics, jointly
released by the General Offices of the Central Committee and the State Council, proposed
"innovating the local government borrowing mechanism by permitting Shenzhen to issue
offshore RMB LGBs"*. Guided by this policy, the internationalization of local borrowing
channels took a crucial step forward. In October 2021, the Shenzhen Municipal Government
issued the nation's first offshore RMB LGB in HK. With a total value of RMB 5 billion , the
issuance included RMB 1.1 billion in 2-year general local government bonds (GLGB), RMB 1.5
billion in 3-year green bonds, and RMB 2.4 billion in 5-year green bonds, thereby filling the
void in the issuance of offshore LGBs and offshore green LGBs (Appendix 1).

In 2021, the central government further supported Guangdong and Hainan provinces in piloting

initiatives to advance RMB internationalization, permitting both to issue offshore RMB LGBs'

" General Office of the State Council. (2024). Opinions on Optimizing and Improving the Management Mechanism for
Special Bonds Issued by Local Governments (Guobanfa [2024] No. 52). Website of the Ministry of Finance of the People’s
Republic of China. December 25. https://www.gov.cn/zhengee/content/202412/content_6994502.htm

" 11 selected provinces (or provincial-level cities) include Beijing City, Shanghai city, Jiangsu province, Zhejiang province,
Anhui province, Fujian province, Shandong province, Hunan province, Guangdong province, Sichuan province. In addition,

Xiong’an New Area is also selected as the pilot.

I

" General Office of the State Council. (2024). Opinions on Optimizing and Improving the Management Mechanism for
Special Bonds Issued by Local Governments (Guobanfa [2024] No. 52). Website of the Ministry of Finance of the People’s
Republic of China. December 25. https://www.gov.cn/zhengce/content/202412/content_6994502.htm

" General Office of the CPC Central Committee and General Office of the State Council. (2020). List of the First Batch of
Authorized Matters for the Comprehensive Reform Pilot Program in Shenzhen as a Demonstration Zone for Socialism with
Chinese Characteristics. Website of the National Development and Reform Commission of the People’s Republic of China.
https://www.ndrc.gov.cn/xwdt/xwfb/202010/t20201018_1248311.html

)

* Guangdong Provincial Government. (2021). The 14th Five-Year Plan for Financial Reform and Development of Guangdong

Province. https://www.gd.gov.cn/zwgk/wjk/qbwj/yf/content/post 3451957 html
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*_In the same year, Guangdong Province issued RMB 2.2 billion in three-year offshore RMB
LGBs in Macao, broadening the range of offshore venues for such issuances. The following
year, Hainan Province issued RMB 5 billion in offshore RMB LGBs in HK, comprising RMB
1.2 billion in 2-year blue bonds, RMB 2.6 billion in 3-year sustainable development bonds, and
RMB 1.2 billion in 5-year sustainable development bonds, thereby diversifying the product
range of offshore LGBs (Table 1). By the end of 2025, the three regions had cumulatively
issued 44 offshore RMB LGBs with a total scale of RMB 68.7 billion (Table 1).

Table 1: China’s Issuance of Offshore RMB LGBs in HK and Macau (2021-2025)

LGBs issued Of Which, LGBs issued:

Amount Sustainable

Maturity Number (RMB

Venue (Year) 100 (Number / Amount [RMB 100
million) million])
Shenzhen HK 2,3,5 3 50 2/39 — — —
2021 | Guangdong | Macau 3 1 22 — — — —
Subtotal 4 72 2/39 — — —
Shenzhen HK 2,3,5 3 50 1/15 — 1/11 —
Guangdong | Macau 3 1 20 — — — —
2022
Hainan HK 2,3,5 3 50 — — 1/12 2/38
Subtotal 7 120 1/15 — 2/23 2/38
Shenzhen HK 2,3,5 3 50 1/21 1/20 — —
Guangdong | Macau 2,3 2 20 1/10 — — —
2023
Hainan HK 2,3,5 3 50 1/10 — 1/10 1/30
Subtotal 8 120 3/41 1/20 | 1/10 1/30
Shenzhen HK (2,3,5,10 4 70 1/27 1/9 — 1/10
Guangdong MI"_‘ICIEU’ 2,3,5 5 70 | 235 | — | 120 -
2024
Hainan HK 3,5,10 3 30 — — 1/10 1/10
Subtotal 12 170 3/62 1/9 2/30 2/20

** Ministry of Commerce. (2021). Comprehensive Pilot Program for Further Opening Up the Service Sector in Hainan
Province (Shang Zi Fa [2021] No. 64). The Portal of the Central People's Government of the People's Republic of China.
https://www.gov.cn/zhengce/zhengceku/2021-04/24/content 5601789.htm
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LGBs issued Of Which, LGBs issued:

Amount Sustainable

Maturit RMB
Venue atunty Number (

(Year) 100 (Number / Amount [RMB 100
million) million])
HK
Shenzhen ’ 2,5,10 3 50 1/10 1/15 — 1/10
Macau
Macau,
2025 Guangdong HK 2,3,5,10 7 105 3/55 — 2/20 —
Hainan HK 3,5,10 3 50 — — 1/15 1/25
Subtotal 13 205 4/65 1/15 | 3/35 2/35
Total
44 687 13/222 | 3/44 | 8/98 7/123
(2021-2025)

Source: Shenzhen Stock Exchange™

The successful issuance of offshore RMB LGBs has not only broken the traditional model of
domestic-only issuance, broadening financing channels for local governments, but also served
as a pioneering effort to align the LGB market with international standards and support the
RMB internationalization strategy. It has accumulated invaluable practical experience for the

subsequent cross-border issuance of green LGBs.
3.1.3 Establishment of the green sovereign bond framework

In the field of green bonds, although China had long established a Green Bond Supported
Projects Catalogue for the entire market, the regulatory framework specifically tailored for
government issuers—particularly local governments—remained vacant for an extended period.

This situation achieved a historic breakthrough at the beginning of 2025.

In February 2025, the Ministry of Finance officially released the Green Sovereign Bond
Framework of the People's Republic of China. This framework systematically established
internationally recognized core standards for the Chinese government's issuance of green
bonds, clarifying key requirements regarding the selection criteria for green projects, proceeds
management, environmental impact disclosure, and independent external reviews. In April of
the same year, the Ministry of Finance successfully issued its first offshore RMB-denominated
green sovereign bond on the London Stock Exchange in accordance with this framework,

marking the debut of Chinese sovereign financing in the international market with a green

* Shenzhen Stock Exchange. (2026). Greater Bay Area Bond Platform. Retrieved January 13, 2026 from https://bond.szse.cn/

bayarea/disclosure/ltb/index.html
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label™ .

This institutional construction and successful practice at the sovereign level hold significant
demonstration and guiding value for local governments issuing green bonds. It clearly
delineates a high-standard green public financing pathway that aligns with international
capital market expectations—specifically, the approach of "establishing the framework first,
then issuing, undergoing independent verification, and maintaining continuous disclosure."
It provides provincial governments with an authoritative "policy template" and "operational
guide" for designing their own "green LGB issuance frameworks" in the future, thereby
substantially bolstering international market confidence in the institutional capacity of Chinese

local governments at all levels to issue high-standard green bonds.

However, it must be pointed out that while the central government's Green Sovereign Bond
Framework has set a benchmark, specific policies universally applicable to the issuance and
management of green LGBs have yet to be issued. Against this backdrop, if local governments
wish to issue a green bond that garners broad international recognition, they must currently
navigate and bridge the gap between general debt management systems and international
high-standard green principles on their own, lacking a unified and explicit official operational
guideline. This policy gap represents not only the primary bottleneck currently constraining the
scaled and standardized development of green LGBs but also the core area this study aims to

explore and fill.

3.2 Current status of the green LGB market

Currently, the number of LGBs in China's domestic bond market carrying "Green" or
"Sustainable" labels is extremely limited. However, an analysis of the actual allocation of LGB
funds (de facto green) indicates a significant untapped market potential in the RMB billions.
Meanwhile, with central policy support, Shenzhen, Guangdong, and Hainan have piloted the
issuance of offshore RMB green LGBs in the HK and Macao bond markets, laying a solid

foundation for expanding the range of cross-border issuers for green LGBs.

** Ministry of Finance. (2025b). Framework for Green Sovereign Bonds of the People’s Republic of China. Website of the
Ministry of Finance of the People’s Republic of China. https://www.mof.gov.cn/zhengwuxinxi/caizhengxinwen/202502/
120250220 3958737.htm

* Ministry of Finance. (2025¢). The Ministry of Finance Successfully Issues Its First RMB Green Sovereign Bond in
London. Website of the Ministry of Finance of the People's Republic of China. https://www.mof.gov.cn/zhengwuxinxi/
16 caizhengxinwen/202504/t20250403_3961408.htm
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3.2.1 Issuance of green LGBs in the domestic market

According to relevant statistics™ 7 **

, in the domestic financial market, only a few provinces
such as Jiangxi and Guangdong have so far issued "labelled" green LGBs. Although these
have received a positive market response, the overall volume and scale remain small, and
information transparency is insufficient—lack of publicly accessible third-party verification
reports, quantitative data on energy savings and carbon emission reductions, fund flows

tracking and others™.

Taking the first green municipal bond as an example, a notice issued by the Jiangxi Provincial
Department of Finance disclosed 10 lead underwriters and 61 syndicate members. In the
first month of issuance, RMB 120 million worth of bonds were sold at a price of RMB 99.9,
accounting for 40% of the total RMB 300 million issuance™. This subscription rate was
significantly higher than that of other bonds issued by local governments. The bond attracted 33
bidding institutions and was ultimately fully subscribed by five financial institutions, including
Industrial and Commercial Bank of China and China Merchants Bank.’' The investor base
included both institutional and retail investors.”” This strong market response confirms the

market demand for green bonds.

On May 12, 2020, the Guangdong Provincial Government issued Phase 1 of the Guangdong
Water Resources SLGB, making the first green SLGB in Guangdong and the first green SLGB
in China's water resources sector. The bond was issued on the Shenzhen Stock Exchange, with a
total value of RMB 2.7 billion, an AAA credit rating, a maturity of 10 years, and a coupon rate
of 2.88%. This rate was identical to that of the 10-year vanilla SLGBs issued by Guangdong on
the same day, as all Guangdong government bond issuances that day followed a unified pricing

mechanism®.

However, aside from "labelled" green bonds, a significant portion of LGBs are, in substance,
allocated to green industries ("de facto green "). For instance, according to statistics from China
Central Depository & Clearing Co., Ltd., in 2024, LGBs accounted for the largest share of "de

facto green" bond issuance in the Yangtze River Delta region (comprising Shanghai, Jiangsu,

" Wen, L., & Wang, R. (2024). A Study on the Development, Standardisation and Innovation of China’s Green Government
Bond System. Macroeconomic Research (04), 78-90.

27.

]

Zhang, P., & Xu Y. (2024). China’s Green Government Bond: Concepts and Practical Exploration. Fiscal Science (1): 74-82.

* Cui, H., Xu, Y., et al. (2022). Developing Green Government Bonds in China: Issues and Countermeasures. Economic

Research Review (02): 88-98.
" See footnote 26, 27 and 28.

30.

B2

See footnote 26, 27 and 28.

* China Daily. (2019). Ganjiang New Area Issues Nation’s First Green Municipal Special Bond. China Daily Website.
Retrieved January 13, 2026 from https:/jx.chinadaily.com.cn/a/201906/19/WS5d0a1502a3108375f8f2b6c4.html

* Ma, Qinghua (2019). First Green Municipal Special Bond Issued, Broadening Financing Channels for Local Green
Development. IIGF Website. Retrieved January 13, 2026 from https://iigf.cufe.edu.cn/info/1012/1223 . htm

" Xinhuanet (2020). Guangdong Issues Over RMB 100 Billion in Local Government Bonds. Xinhua Finance Agency.
Retrieved January 13, 2026 from http://sc.xfafinance.com/html/Markets/Bonds/2020/348486.shtml
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Zhejiang, and Anhui), reaching 32.2% in average (Figure 1). These bonds already possess green
attributes and have the potential to be converted into labelled green LGBs. However, local
governments may be reluctant to pursue such green labelling due to the additional disclosure

and verification costs involved, which are not yet offset by a stable greenium.

60.0%

55.2% 50.0%

40.0%

32.2% 30.0%

20.0%

10.0%

0.0%

Total Anhui Province Zhejiang Shanghai City Jiangsu Province
Province

Figure 1: Proportion of LGBs in Total “De Facto Green” Bond Issuance in China’s
Yantze River Delta Region (2024 )

Data Source: Shanghai Headquarters of Central Government Bond Registration and Settlement Co., Ltd.*

However, the investor structure in the domestic bond market is relatively homogeneous, with
a very limited share held by international "green" investors. The holding ratios of offshore
institutions in treasury bonds and LGBs stand at only 6.42% and 0.02% (Figure 2), respectively,
and their share in the green bond market is also less than 1%, This is far below the average
level of major global economies and represents the potential investor base that could be
accessed by Chinese issuers in future, potentially contributing to greater market liquidity and

lower costs.

** Shanghai Headquarters of Central Government Bond Registration and Settlement Co., Ltd. (2025). Report on the
Development of Green Bonds in the Yangtze River Delta (2025). China Bond Information Network. October 31. https://
www.chinabond.com.cn/yjfx/yjfx_zzfx/zzfx_nb/202510/P020251031433075922283.pdf

** Wu Juanjuan. (2024). Foreign Asset Managers Actively Deploy in China’s Green Bond Funds. China Fund News. https:/
www.chnfund.com/article/AR20241215043754424
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2022 2023 2024

m Government Bonds = Treasury bonds (book-entry) LGBs

Figure 2: Proportion of Foreign Investors in China’s Domestic Government Bond
Market (2022-2024)

Data source: China Interbank Market Traders Association®

3.2.2 Issuance of offshore RMB green LGBs

In 2021, the central government successively approved Shenzhen, Guangdong Province,
and Hainan Province to pilot the issuance of offshore RMB LGBs in the HK and Macao
regions. This move broke the previous pattern where local governments only raised funds in
the domestic market, marking a crucial step toward broadening local government financing
channels, promoting RMB internationalization, and attracting global green capital. After nearly
five years of practical exploration, although the issuers remain limited to these three regions,
they have achieved certain results and accumulated practical experience in terms of bond
varieties, maturity structures, and financing costs. This provides observable market insights for

the greening and internationalization of Chinese LGBs.

By the end of 2025, the governments of Shenzhen, Guangdong, and Hainan had cumulatively
issued 44 offshore RMB LGBs in the HK and Macao markets, raising a total of RMB 68.7
billion. These issuances proceeded on a case-by-case basis, drawing on specific central
authorisations and the existing LGB framework, as no dedicated green LGB framework was in
place. Among these, 29 bonds (totaling RMB 44.7 billion, or 65.1% of the total) were labelled
green bonds certified by the HKQAA as meeting green and sustainable finance standards.
Green labelling—obtained through independent third-party certification arranged by the issuers
themselves—combined with case-specific advisory support from financial infrastructure

institutions, gave rise to notable administrative and capacity-building costs for the pilot issuers.

** China Interbank Market Traders Association. (2025). China Bond Market Development Report (2024).. https://www.nafmii.
org.cn/yj/scyjyfx/yjbg/2024yjbg/202505/P020250526543285002511.pdf
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Green and sustainable thematic bonds (hereinafter referred to as "labelled green bonds") have
thus become the core theme and primary driving force behind offshore LGB issuance.

\hete'g& "Social" GLGBs
0,
"Sustainable! 1.3%
5%
"Social' SLGBs [N
5.1% "Blue" SLGBs
11.4%
"Sustainable" SLGBs
12.8%
"Green" SLGBs
29.4%

Vanilla GLGBs
8.3%

Vanilla SLG
26.6%

Figure 3: Scale and Proportion of China’s Offshore RMB LGB Issuances (2021-2025)

Note: SLGB—Special Local Government Bonds; GLGBs—General Local Government Bonds
Source: Shenzhen Stock Exchange’’; China Electronic Local Government Bond Market Access (CELMA)™

In terms of green bond varieties, the three regions have developed distinct emphases based on
their respective resource endowments and development positioning. As shown in Table 2, the
Shenzhen municipal government has the most comprehensive layout in the offshore market,
covering multiple types of labelled green bonds including green, blue, social responsibility, and
sustainability bonds. It has cumulatively issued 14 such bonds with a total scale of RMB 25.9
billion, accounting for 96% of its total issuance. Notably, the Green SLGBs (6 issues / RMB

11.2 billion) are particularly prominent, representing 41.5% of its total issuance.

The Guangdong provincial government has highly focused on Green SLGBs (5 issues / RMB §
billion) and is gradually expanding into Blue SLGBs (2 issues / RMB 2 billion). Together, these

two categories account for 42.2% of its total issuance scale.

Relying on its ecological and marine resource advantages, the Hainan provincial government
has cumulatively issued 10 labelled green bonds with a total scale of RMB 18 billion. Among
these, Sustainability Bonds (5 issues / RMB 10.3 billion) and Blue Bonds (4 issues / RMB 4.7

billion) together account for over 83.3% of its total issuance.

*7 Shenzhen Stock Exchange. (2026). Greater Bay Area Bond Platform. Retrieved January 13, 2026 Fromhttps://bond.szse.cn/
bayarea/disclosure/Itb/index.html

* China Electronic Local Government Bond Market Access (CELMA). (2026). China Local Government Bond Information
20 Disclosure Platform. Website of the Ministry of Finance of the People’s Republic of China. https://www.celma.org.cn/
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Table 2: Statistics on the Cumulative Number and Scale of China’s Offshore RMB
LGBs (2021-2025)

Number of issues (units) Issue amount (RMB 100 million)

Total [Shenzhen|Guangdong| Hainan | Total |Shenzhen|Guangdong| Hainan

Total 44 17 15 12 |687| 270 237 180
Vanilla GLGBs 4 3 1 0 57 35 22 0
bonds SLGBs 1n| 2 7 2 183 48 115 20
Social 1 1 0 0 9 9 0 0
GLGBs
Sustainable | 2 0 0 2 35 0 0 35
Labelled Green 12 6 5 1 202 | 112 80 10
Green
bonds Blue 7 1 2 4 78 11 20 47
SLGBs
Social 2 2 0 0 35 35 0 0
Sustainable | 5 2 0 3 88 20 0 68

Note: SLGB—Special Local Government Bonds; GLGBs—General Local Government Bonds
Source: Shenzhen Stock Exchange®; CELMA*

In terms of maturity structure, the issuance of labelled green bonds by the three regions shows
a clear trend toward longer maturities. From 2021 to 2025, the average maturity of offshore

RMB LGBs issued by these three regions increased from 3.3 years to 5.1 years (Figure 4).

* Shenzhen Stock Exchange. (2026). Greater Bay Area Bond Platform. Retrieved January 13, 2026 Fromhttps://bond.szse.cn/
bayarea/disclosure/ltb/index.html

40.

China Electronic Local Government Bond Market Access (CELMA). (2026). China Local Government Bond Information
21 Disclosure Platform. Website of the Ministry of Finance of the People’s Republic of China. https://www.celma.org.cn/
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Figure 4: Average maturity of China’s Offshore RMB LGB Issuances (2021-2025)

Source: Shenzhen Stock Exchange *'; CELMA

Looking at the annual issuance breakdown, bonds issued in the first three years were primarily 2-
to 3-year maturities. However, starting in 2024, the proportion of medium- and long-term bonds
with maturities of 5 years and above increased significantly (Figure 5). While maintaining
medium- and short-term offerings, Shenzhen and Guangdong have gradually increased their
issuance of 5-year bonds. Following Shenzhen's lead, Hainan successfully issued 10-year bonds
after 2024, better matching the long-term funding requirements for projects such as green
infrastructure and marine ecological governance. Although Guangdong issued its first 10-year
blue SLGB only in 2025, its offerings remain primarily concentrated in the 3- to 5-year range,

resulting in a relatively balanced maturity distribution.

! Shenzhen Stock Exchange. (2026). Greater Bay Area Bond Platform. Retrieved January 13, 2026 Fromhttps://bond.szse.cn/

bayarea/disclosure/ltb/index.html

“* China Electronic Local Government Bond Market Access (CELMA). (2026). China Local Government Bond Information
22 Disclosure Platform. Website of the Ministry of Finance of the People’s Republic of China. https://www.celma.org.cn/
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Figure 5: Number of Offshore RMB LGB Issuances with Different Maturities
(2021-2025)

Source: Shenzhen Stock Exchange *'; CELMA *

Regarding issuance yields, the financing costs for offshore RMB LGBs across the three regions
have continued to decline. Influenced by factors such as China's monetary policy cycles, the
coupon rates for these offshore RMB LGBs have shown a significant downward trend. The
average yield dropped from 2.7% in 2021 to 1.8% in 2025 (Figure 6). Notably, multiple green
and blue LGBs issued by Guangdong Province in 2025 had interest rates below 1.85%.

“ Shenzhen Stock Exchange. (2026). Greater Bay Area Bond Platform. Retrieved January 13, 2026 Fromhttps://bond.szse.cn/
bayarea/disclosure/Itb/index.html

* China Electronic Local Government Bond Market Access (CELMA). (2026). China Local Government Bond Information
Disclosure Platform. Website of the Ministry of Finance of the People’s Republic of China. https://www.celma.org.cn/
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Figure 6: Average Coupon Rate (%) of China’s Offshore RMB LGBs (2021-2025)

Source: Shenzhen Stock Exchange™; CELMA *

3.2.3 Analysis of the “greenium” both domestically and abroad

The “greenium” generally refers to the financing cost differential between green bonds and
vanilla bonds attributable to their environmental benefits, serving as a key indicator of the
green bond market's appeal. This section analyzes issuance data from 2021 to 2025 for LGBs
issued by Guangdong Province, Shenzhen Municipality, and Hainan Province in both offshore
(HK and Macao) and onshore markets. Drawing on broader national market trends and the
precedent set by the RMB-denominated green sovereign bond issued by the Ministry of
Finance in London, it systematically examines the actual impact of the "green" label on bond

pricing across different markets.

Table 3 below summarizes the issuance-volume-weighted average coupon rates for offshore
RMB LGBs ("dim sum bonds") and onshore LGBs with maturities of 2, 3, 5, and 10 years
from 2021 to 2025. To facilitate a comparable cross-market analysis, Table 3 focuses on
the same three issuers—Guangdong, Shenzhen, and Hainan—all of which are pilot regions
authorized for offshore bond issuance. The data is categorized for both dim sum bonds and the

nmn

onshore bonds of these three regions into "green bonds," "non-green bonds," and "all bonds."
For context, the corresponding national average rates for LGBs are also provided, illustrating

financing cost variations for the same issuers across different markets and bond types.

* Shenzhen Stock Exchange. (2026). Greater Bay Area Bond Platform. Retrieved January 13, 2026 Fromhttps://bond.szse.cn/
bayarea/disclosure/ltb/index.html

- China Electronic Local Government Bond Market Access (CELMA). (2026). China Local Government Bond Information
24 Disclosure Platform. Website of the Ministry of Finance of the People’s Republic of China. https://www.celma.org.cn/
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Table 3: Average Coupon Rates of Onshore and Offshore LGBs (2021-2025)

Offshore LGBs Onshore LGBs Onshore LGBs
Maturity 3- local governments average Nationwide Average
Green | Vanilla Green | Vanilla Green | Vanilla | Total
3 / 2.68 2.68 / / / / / /
2021
5 2.8231 / 2.8231 3.0 2.9837 | 2.9839 | 2.9621 | 3.1055 | 3.1053
10 / / / 3.3216 | 3.313 | 3.3134 | 3.2332 | 3.3065 | 3.3047
2 / 2.42 2.42 / / / / / /
3 2.65 2.65 2.65 / 2.62 2.62 / 2.5754 | 2.5754
2022
5 / 2.8404 | 2.8404 / 2.6472 | 2.6472 / 2.6804 | 2.6804
10 / / / 2.93 | 2.8971 | 2.8973 | 2.9401 | 2.922 | 2.9224
2 2.4 2.4385 | 2.4306 / / / / 2.5489 | 2.5489
3 2.55 2.53 | 2.5451 / 2.44 2.44 / 2.492 | 2492
2023
5 / 275 | 2.7333 / 2.5356 | 2.5356 / 2.6717 | 2.6717
10 / / / 2.94 2.875 | 2.8752 | 2.9145 | 2.8983 | 2.8984
2 2.15 | 2.1017 | 2.1182 / / / / 1.6607 | 1.6607
3 2.2 2.1329 | 2.1621 / 1.8196 | 1.8196 / 1.8863 | 1.8863
2024
5 223 | 2.2771 | 2.2627 / 2.1653 | 2.1635 / 2.0849 | 2.0849
10 / 2475 | 2475 / 2.3354 | 2.3354 | 2.22 | 2.2837 | 2.2837
2 / 1.615 | 1.615 / 1.4904 | 1.4904 / 1.4838 | 1.4838
3 1.74 | 2.3625 | 2.238 / 1.51 1.51 / 1.5047 | 1.5047
2025*
5 1.85 1.818 | 1.8233 / 1.6197 | 1.6197 / 1.6647 | 1.6647
10 / 2.088 | 2.088 / 1.8589 | 1.8589 / 1.8634 | 1.8634

Note: "/" in the table indicates no relevant bond issuance data for the corresponding year and maturity; 2025 data is as of the
end of November.

Source: Shenzhen Stock Exchange'’; CELMA *; Wind Database

" Shenzhen Stock Exchange. (2026). Greater Bay Area Bond Platform. Retrieved January 13, 2026 Fromhttps://bond.szse.cn/
bayarea/disclosure/ltb/index.html

* China Electronic Local Government Bond Market Access (CELMA). (2026). China Local Government Bond Information
25 Disclosure Platform. Website of the Ministry of Finance of the People’s Republic of China. https://www.celma.org.cn/
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Analysis above suggests that, in many cases, the weighted average coupon rates of dim sum
green bonds of pilot regions exceed those of their onshore LGBs. Specifically, the negative
interest spreads between green and vanilla bonds — the “greenium” — are not consistently
observable. A similar pattern appears in sovereign bonds: China’s RMB-denominated green
sovereign bonds issued in London in 2025 carried rates 20-30 basis points higher than onshore
sovereign bonds (3-year: 1.88% vs. 1.60%; 5-year: 1.93% vs. 1.56%) .

This indicates that the “greenium” has not fully offset offshore issuance costs. In fact, investors
demand a significant illiquidity premium due to limited market depth in the offshore dim sum
bond market. Therefore, encouraging more public sector entities to issue in offshore markets
is essential to deepen the dim sum market and enhance liquidity. Moreover, a larger scale of
public green bond issuances would establish pricing benchmarks, enabling Chinese corporates
to issue green bonds offshore and thereby better capture the “greenium” in international

markets.
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Potential Demand and Core
- Challenges

4.1 Focusing on SLGBs

When identifying the potential issuance demand for labelled green bonds, the selection of
bond type holds fundamental and decisive significance. Compared to GLGBs, SLGBs have
become the most promising and feasible entry point under the current institutional framework
for promoting the greening of LGBs and connecting with international high-standard green
capital markets. This is due to their inherent institutional design advantages and their dominant

position within the local government financing system.

First, the institutional design of SLGBs is inherently well-aligned with the core requirements
of international green bonds. Relying on specific project revenues as the source of repayment,
SLGBs are highly consistent with the fundamental principles of green project financing in

terms of project definition, fund management, and performance evaluation.

* Clear Project Boundaries: SLGBs typically correspond to one or a group of specific
infrastructure or public service projects, establishing a project-based operation model where
"bonds" and "projects" are highly linked. This allows the green attributes of the bonds to
be directly anchored to the environmental benefits of the underlying assets. Projects can
be identified and screened according to clear green standards during the initiation and
application stages, ensuring from the outset that the raised funds are directed toward green

and low-carbon sectors, thereby effectively reducing the risk of "greenwashing."

* Clear and Traceable Fund Usage: SLGBs operate under a dedicated account management
system with funds used for designated purposes. This creates a closed-loop management
mechanism from issuance and disbursement to usage, providing investors with a clear and
verifiable path of fund flows. This mechanism effectively addresses the international green

bond market's high demand for transparency regarding fund utilisation.

* Repayment Mechanism Linked to Project Performance: Since the repayment source for
SLGBs relies on the operating or quasi-operating income generated by the projects themselves,
issuers must continuously monitor construction progress, operational performance, and cash
flow status. This institutional arrangement provides a clear basis for third-party institutions to
conduct joint audits on both environmental benefits and financial performance, significantly

enhancing the credibility of information disclosure and market confidence.
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Second, SLGBs serve as the absolute mainstay of local government financing, possessing

the scale necessary to support a massive green transition. Since the implementation of
the new Budget Law in 2015, the issuance scale of SLGBs has grown rapidly, surging from
RMB 9.59 billion in 2015 to RMB 401.88 billion in 2024. Concurrently, their share of newly
issued LGBs rose from 16.2% in 2015 to 85.2% in 2025, marking a structural shift from a

supplementary tool to the dominant financing method (Figure 7).

This massive stock and incremental scale have effectively turned the SLGB market into a
substantial pool of potential green financial assets. By systematically identifying "substantively
green" assets within the existing portfolio, or by pre-embedding high-standard green
requirements into new issuances, financial support for green and low-carbon sectors can be

significantly amplified efficiently within the current institutional framework.

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

B General Local Bonds B Speical Local Bonds

Figure 7: Proportion of GLGB and SLGB in China’s LGB Issuance (2015-2024)

Source: CELMA ¥

Overall, local government SLGBs have demonstrated significant advantages in terms of
institutional alignment, market scale, and development trends. They represent the key bond
type for identifying and cultivating green LGBs at the current stage, and serve as the foundation

for further exploring pathways for their offshore issuance.

* China Electronic Local Government Bond Market Access (CELMA). (2026). China Local Government Bond Information
28 Disclosure Platform. Website of the Ministry of Finance of the People’s Republic of China. https://www.celma.org.cn/
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4.2 Potential demand for offshore LGB Issuance

This report aims to promote the greening and internationalization of Chinese LGBs. Centered
on the core question of which local governments are most likely and best positioned to take the
lead in exploring the issuance of high-standard green LGBs offshore, the report establishes a
two-dimensional screening criteria for research subjects. Specifically, the selection criteria are

developed from two aspects: policy headroom and financing needs.

4.2.1 Policy space: focusing on provinces and cities with fiscal health and pilot
authority

When identifying potential issuers for labelled green bonds, available policy space serves
as the key prerequisite determining whether a local government can pioneer institutional
and market innovations. Offshore bond issuance is not merely a financing arrangement;
it is a comprehensive test of a local government's fiscal sustainability, credit standing, and
institutional execution capability. Generally, regions with relatively sound fiscal and economic
foundations and where overall government debt risks are manageable are more likely to
receive policy authorization from the central government and win recognition and trust from
international capital markets. Based on this logic, this report focuses its analysis on provinces
and cities with strong fiscal and economic strength that have been included in the SLGB "self-
review and self-issuance" pilot program. These regions possess relatively mature policy and
market conditions, providing a realistic foundation for taking the lead in exploring offshore

green bond issuance.

At the end of 2024, the General Office of the State Council released the Opinions on
Optimizing and Improving the Management Mechanism for SLGB, officially launching the
"self-review and self-issuance" pilot program for SLGB projects. Under this policy, pilot
provinces™ can independently review SLGB project plans and organize issuance within the
debt limits approved by the State Council, eliminating the need to submit each item for re-
examination by national ministries. This crucial institutional empowerment has significantly
enhanced the efficiency and flexibility of local governments regarding bond issuance and
provided the necessary autonomous decision-making space for exploring more complex
innovative practices, such as offshore issuance and alignment with international green finance

standards.

Notably, while decentralizing debt management authority, the central government maintains
strict adherence to fiscal sustainability and risk prevention. The selection criteria for pilot

provinces explicitly emphasize strong economic strength, a solid management foundation, and

** In addition to the ten pilot provinces, Xiong'an New Area in Hebei, as a region undertaking a major national strategy,
has also been included in the pilot scope. Source: General Office of the State Council. (2024). Opinions on Optimizing
and Improving the Management Mechanism for Special Bonds Issued by Local Governments (Guobanfa [2024] No.
52). Website of the Ministry of Finance of the People’s Republic of China. December. https://www.gov.cn/zhengce/

29 content/202412/content 6994502.htm.
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low debt risk, reflecting an institutional design philosophy of "choosing the best among the
best."

The comparative results in Table 4 indicate that, overall, the ten pilot provinces significantly
outperform non-pilot provinces across three dimensions: economic strength, fiscal health, and
debt safety. Their average per capita GDP is RMB 133,000, notably higher than that of non-
pilot provinces (RMB 77,000) and the national average (RMB 95,000). In terms of fiscal
capacity, the average comprehensive financial resources of pilot provinces reach RMB 1.4
trillion, approximately double that of non-pilot provinces (RMB 0.7 trillion); their fiscal self-
sufficiency ratio stands at 61.2%, significantly exceeding both non-pilot provinces (35.5%) and
the national average (43.8%), reflecting stronger fiscal autonomy and medium-to-long-term

sustainability.

Pilot provinces also demonstrate distinct advantages regarding debt risk. Their average debt-
to-GDP ratio, debt service ratio, and repayment rate are all lower than those of non-pilot
provinces, collectively presenting a profile of "solid fiscal foundations and manageable debt
risks." This characteristic serves as the practical basis for the central government to delegate
greater SLGB management authority to these regions and aligns closely with the core concerns

of international capital markets regarding issuer credit quality and governance capabilities.
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Table 4: Comparison of Fiscal, Economic, and Debt Conditions Between Pilot and
Non-Pilot Provinces in China’s SLGB Self-Review and Self-Issuance Program (2024)

Provinces in Average

Indicators *
Total | 21 non-pilots | 10 Pilots "

GDP per capita (10 thousand/person) 9.5 7.7 13.3

Local Fiscal | Comprehensive Fiscal Revenue (RMB Trillion) 0.9 0.7 1.4
Performance Fiscal Self-Sufficiency Ratio (%) 43.8 355 61.2
Debt-to-GDP Ratio (%) 44.9 52.3 29.3

Local Debt
o e Debt-to-Revenue Ratio (%) 168.8 1732 159.4
Risks

Debt Service Ratio (%) 16.0 16.6 14.8

Notes: a.Please check notes b and ¢ in Appendix B for the calculation formulas of all indicators.
b.10 Pilot provinces refer to provinces authorized by the central government to review and approve the issuance of
SLGBs within their respective administrative jurisdictions, according to the General Office of the State Council in
20247

Source: National Bureau of Statistics™; MOF”; CELMA **

A further comparison within the pilot provinces reveals that Shanghai, Beijing, Guangdong,
Jiangsu, and Zhejiang exhibit particularly prominent comprehensive advantages in terms of
economic scale, fiscal strength, and debt safety (Figure 8). These provinces and municipalities
represent a core group of issuers with the highest credit quality, the greatest market recognition,
and the strongest capacity to conduct complex cross-border green financial innovations.
They constitute the "first echelon" with the strongest competitiveness for offshore issuance.
Among them, Guangdong Province (including Shenzhen) stands out particularly. It not only
possesses top-tier credit quality nationwide but has also accumulated relatively mature practical
experience in cross-border financial activities and offshore RMB bond issuance. Using these
provinces and cities as breakthrough points will help maximize the success probability and

demonstration effect of the offshore green LGB pilot program.

©

" General Office of the State Council. (2024). Opinions on Optimizing and Improving the Management Mechanism for
Special Bonds Issued by Local Governments (Guobanfa [2024] No. 52). Website of the Ministry of Finance of the People’s
Republic of China. December 25. https://www.gov.cn/zhengce/content/202412/content_6994502.htm

" National Bureau of Statistics. (2026). National Data—Annual Data by Province. National Bureau of Statistics Portal
Website. January 15. https://data.stats.gov.cn/easyquery.htm?cn=E0103

o

* Ministry of Finance. (2026). Provincial Budget and Final Accounts Publicity Section. Website of the Ministry of Finance of
the People's Republic of China. 1The 15th of the month. https://data.stats.gov.cn/easyquery.htm?cn=E0103https://yss.mof.
gov.cn/zhuantilanmu/sjyjsgkzl/

China Electronic Local Government Bond Market Access (CELMA). (2026). China Local Government Bond Information
Disclosure Platform. Website of the Ministry of Finance of the People’s Republic of China. https://www.celma.org.cn/
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Figure 8: Comparison of Fiscal and Debt Conditions Between Pilot Provinces in
China’s SLGB Self-Review and Self-Issuance Program (2024)

Source: National Bureau of Statistics’’; MOF**; CELMA

Overall, focusing on regions with sound fiscal foundations and the pilot authority for "self-
review and self-issuance" of SLGBs helps to precisely identify local governments that are most
capable and best positioned to take the lead in issuing high-standard green LGBs offshore,
given current policy and market constraints. This "policy space-focused" approach provides a
realistic, feasible, and risk-controlled entry point for the greening and internationalization of
Chinese LGBs.

4.2.2 Financing demand: focusing on provinces and cities with large planned
investment scales

Significant and sustainable real financing demand serves as the fundamental driving force for
local governments to explore offshore bond issuance. When exploring the issuance of bonds
overseas, it is crucial to select regions with large-scale investment plans. Such regions not only
provide a solid "fundamental basis" and justification for the use of funds but are also more
likely to assemble a project asset pool that meets international standards, is of sufficient scale,
and has verifiable environmental benefits, thereby attracting international capital. Therefore, the
existence of investment demand that is sizable, structurally clear, and supported by a medium-

to-long-term implementation timeline is one of the key criteria for identifying potential issuers.

Based on the aforementioned logic, this study conducts a comparative analysis of the potential

** National Bureau of Statistics. (2026). National Data—Annual Data by Province. National Bureau of Statistics Portal
Website. January 15. https://data.stats.gov.cn/easyquery.htm?cn=E0103

** Ministry of Finance (People’s Republic of China). (2026). Provincial Budget and Final Accounts Disclosure. Website of the
Ministry of Finance of the People’s Republic of China. https://yss.mof.gov.cn/zhuantilanmu/sjyjsgkzl/

*" China Electronic Local Government Bond Market Access (CELMA). (2026). China Local Government Bond Information
Disclosure Platform. Website of the Ministry of Finance of the People’s Republic of China. https://www.celma.org.cn/
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financing needs in various regions by integrating data on the number of major projects and
investment plans for Hainan Province and the ten SLGB "self-review and self-issuance" pilot
provinces in 2025. As shown in Table 5, Guangdong and Zhejiang lead significantly in terms of
total investment, reaching 92 trillion and 75 trillion RMB respectively. They also rank among
the highest in average project investment, indicating that not only is their total investment
demand massive, but their individual projects are also large in scale, making it easier to form
bond issuance targets that are attractive to the market. Hunan and Beijing show a distinct
advantage in average project investment. Although these two provinces/municipalities have a
limited number of projects, their average investment per project is high (6.1 billion RMB for
Hunan; 4.7 billion RMB for Beijing), suggesting that their projects are concentrated in large-
scale, capital-intensive sectors where the demand for large-scale funding is highly concentrated

and urgent.

Table 5: Major Projects and Investment Plans in Hainan Province and Pilot Provinces
in China’s SLGB Self-Review and Self-Issuance Program (2025)

Provincial Major Project

RG]

Number of major Amount of investment Average investment amount per
projects (RMB billion ) project (RMB billion)

Guangdong 1,489 9,200 6.2
Zhejiang 1,364 7,500 5.5
Fujian 1,550 4,300 2.8
Anhui 1,581 3,500 22
Hunan 289 1,777 6.1
Beijing 300 1,400 4.7
Shandong 600 1,000 1.7
Hainan 554 854 1.5
Sichuan 810 792 1.0
Jiangsu 500 653 1.3
Shanghai 186 240 1.3

Source: compiled by the author based on the official websites of these provincial governments




MGF

34

MACRO AND
GREEN
FINANCE LAB

Greening China's Local Government Bonds:
// Pathways to Global Green Capital Mobilisation

4.2.3 Comprehensive conclusion: Guangdong, Zhejiang, and Beijing possess
the highest issuance potential

Based on the two dimensions of "policy space" and "financing demand," this study identifies
potential issuers for labelled green bonds by Chinese local governments, pinpointing the most
feasible and exemplary pioneer provinces and cities. Successfully accessing the international
green capital market requires the alignment of three conditions: sufficient policy authorization,
fiscal health with controllable debt, and genuine, sustainable green investment and financing

demand.

The screening scope is first limited to pilot provinces of the SLGBs' "self-review and self-
issuance" system, with a focus on indicators such as fiscal health, controllability of debt risks,
and the scale of investment in green infrastructure. Comparisons show that although some
provinces (such as Fujian, Anhui, and Hunan) perform prominently in terms of the number
of projects or phased investment needs, their overall safety and sustainability as issuers of
overseas green bonds are still subject to certain constraints due to limitations in fiscal stability
or debt risk buffer capacity. For individual provinces and cities with outstanding fiscal strength
and credit qualifications (such as Shanghai and Jiangsu), the investment scale of major projects
planned in the near future is relatively limited, which is not yet sufficient to support the

continuous issuance of labeled green bonds with international market influence.

After a comprehensive assessment, Guangdong (including Shenzhen), Zhejiang, and
Beijing stand out across all three aspects—policy authorization, credit foundation, and
genuine demand—forming the "first echelon" with the highest potential for offshore
issuance. These three regions not only benefit from the flexibility of pilot policies and high
market credibility but also possess a solid economic and fiscal foundation to effectively manage
debt and market risks. Simultaneously, they face substantial and structurally clear investment

needs in green and low-carbon sectors.

Therefore, designating these three regions as pilot sites for offshore labelled green bonds offers
both controllable risks and the highest probability of success. Their practices will not only raise
long-term, low-cost capital for their own green projects but also pave the way for replicable
and scalable pathways for the greening and internationalization of Chinese LGBs, effectively

bridging China's low-carbon transition with global green capital markets.

4.3 Core Challenges Facing the Offshore Issuance of
Green LGBs

Although the greening of Chinese LGBs holds significant potential and some leading regions
have preliminarily met the conditions for issuance, overall, this field is still in its early
exploratory stages and faces several fundamental constraints. These interconnected challenges

severely hinder the realisation of the green potential of LGBs and their integration with
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international capital markets.
4.3.1 Absence of a policy framework

Currently, China still lacks a clear, systematic, and dedicated policy framework and operational
guidelines specifically tailored to local governments issuing green bonds overseas. In practice,
the existing pilot issuances by Shenzhen, Guangdong, and Hainan have been conducted on a
case-by-case basis, relying on specific central authorisations and the existing LGB framework.
Green labelling—obtained through independent third-party certification arranged by the issuers
themselves—and case-specific advisory support from financial infrastructure institutions
together resulted in notable administrative and capacity-building costs. While this approach
has enabled a limited number of pilot transactions, it underscores the absence of a unified and

systematic policy framework.

The existing "self-review and self-issuance" pilot policies primarily target domestic issuance,
while specific rules regarding the approval process, foreign exchange management, the use of
foreign debt quotas, and the alignment with international standards for cross-border issuance
remain unclear. Particularly for "SLGBs"—the core instrument—there is no official guidance
on how to legally align their project-revenue-based repayment mechanisms and information
disclosure requirements with international green bond standards (such as the Green Bond
Principles, GBP). The absence of a policy framework creates high compliance uncertainty for
local governments, forcing each potential issuer to navigate cross-border green bond issuance
independently with substantial administrative and learning costs, making it difficult to initiate

substantive preparation work for issuance.
4.3.2 Insufficient economic incentives

High third-party green certification costs, coupled with generally low greeniums in both
domestic and international markets, result in a mismatch between the costs and benefits of
issuing green bonds. External evaluations, labeling certifications, and ongoing environmental
impact disclosures lead to relatively high transaction costs for green bonds, rendering the
"greenium"—the financing cost advantage of green bonds over conventional bonds—
insignificant. This reality, where benefits fail to effectively cover the additional administrative

costs, undermines the economic incentive for local governments to issue them.
4.3.3 Lack of professional experience

Successfully issuing offshore green bonds requires issuers to possess a range of specialized
capabilities, including familiarity with international capital market regulations, the ability to
design cross-border transaction structures, experience communicating with global investors
and intermediaries, and the capacity to manage ongoing ESG disclosure. Most Chinese local
governments are still in the early stages of developing this expertise and building internal
teams, and their financial practices remain relatively conservative, favoring reliance on familiar

domestic financing channels. This gap in capabilities and experience constitutes a substantive

35
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technical barrier.
4.3.4 Insufficient preparation of green projects

Although many provinces and cities have announced large-scale investment plans, they have
not explicitly defined "green" project investment plans. While many of these key projects
possess the attributes of "green projects,” there may still be a gap in transforming them into
"finance-ready" projects that meet international green finance standards, generate stable
cash flows, and can be packaged into SLGBs. International investors demand authenticity,
measurability of environmental benefits, and safeguards against "greenwashing" risks,
whereas some potential projects may not yet be fully mature in terms of technical standards,
environmental assessment processes, or revenue models. The insufficient pipeline of high-
quality green projects has become a key bottleneck constraining the scale and frequency of

green LGB issuance.
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8 Key Conclusions and Policy
Recommendations

\

Driven by the "Dual Carbon" goals, provinces have unleashed massive investment demands in
areas such as energy transition, clean transportation, ecological conservation, and sustainable
urban development. These projects generally feature large investment scales, long payback
periods, and capital intensity, creating a rigid demand for long-term, low-cost green funding. As
the primary implementers of green projects, local governments face a substantial funding gap,

making the mobilisation of international capital a critical pathway.

Promoting the internationalization of LGBs holds significance beyond merely supplementing
funding; it carries substantial institutional and strategic value. On one hand, the experience
gained from participating in mature international green financial markets can accelerate
the alignment of domestic green standards, information disclosure, and governance with
international practices, thereby enhancing the transparency and credibility of China's green
finance system. On the other hand, issuing high-quality RMB-denominated green government
bonds can diversify offshore RMB assets and bolster global confidence in the RMB as a
vehicle for green investment, thus supporting the internationalization of the RMB. It is worth
emphasizing that the United Kingdom, as one of the world's most mature green financial
markets and a major offshore RMB center, should be considered a prime destination for the

issuance of offshore local government green bonds.

However, the path toward greening and internationalizing Chinese LGBs currently faces
numerous challenges. Overcoming these hurdles requires concerted efforts from policymakers,

local governments, and international market participants.

First, establish a dedicated policy framework at national level specifically for green LGB
issuance. Although local governments have conducted sporadic pilot programs for offshore
green LGB issuance, there remains a lack of a clear, systematic, and dedicated policy
framework. A comprehensive framework is urgently needed to replace the current case-by-case
approach, providing unified guiding principles and operational guidelines for local governments
issuing green bonds offshore, ensuring alignment with international standards such as those of
the ICMA or of the IPSF. Simultancously, specific cross-border issuance approval processes
should be established, clearly defining regulations regarding foreign exchange management
and the utilisation of foreign debt quotas, thereby reducing compliance uncertainty for local
governments. Such a framework would transform the current fragmented, high-cost pilot model

into a systematic, scalable pathway, significantly lowering administrative and learning costs for
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potential issuers.

Second, strengthen the construction of the information disclosure framework to reduce green
bond issuance costs. Evidence from China’s offshore green bond pilots indicates that the
“greenium” has not fully offset offshore issuance costs. As documented by the IMF, the average
“greenium” on sovereign bonds in developed countries is 4 basis points, while in emerging
markets it averages 11 basis points, but some countries facing administrative costs of issuing
green bonds that exceed their green benefits®. Strengthening climate-related information

disclosure frameworks can mitigate these costs, as evidenced by multiple studies > ©.

Third, capacity building. Systematic capacity building should be established as a key supporting
measure for local governments, focusing on enhancing their understanding and execution
capabilities regarding the green finance regulatory framework at the local level. By conducting
capacity-building programs for local decision-makers and practitioners, strengthening their
comprehension of green classification standards, disclosure requirements, climate and
environmental benefit accounting methodologies, as well as cross-border and international
market practices, the tendency toward excessive caution—driven by information asymmetry
and compliance uncertainty—can be mitigated to a certain extent. This, in turn, enhances local
governments' ability to utilise innovative green financing instruments. In particular, targeted
capacity-building efforts should draw on the practical experience gained from the case-by-case
pilot issuances, helping to convert the learning costs incurred into institutional knowledge that

can inform future standardised issuance practices.

Fourth, establish a "Green Projects" category within major investment plans. International
organizations or NGOs could be invited to provide technical assistance funds to support local
governments and relevant institutions during the green project preparation phase, covering critical
stages such as preliminary assessments, feasibility studies, and environmental impact analyses.
These measures will help effectively enhance the capacity of local governments in building a

pipeline of green projects, creating more favorable conditions for issuing green bonds offshore.

*% International Monetary Fund (2023). How Large is the Sovereign Greenium? IMF working paper. https:/www.imf.org/en/
publications/wp/issues/2023/04/07/how-large-is-the-sovereign-greenium-530332

* Ferreira, C., & Suntheim, F. (2021). Strengthening the Climate Information Architecture. Staff Climate Notes, 2021(003),
Article A001, A0O1. Retrieved May 21, 2026, from https://www.elibrary.imf.org/view/journals/066/2021/003/article-A001-
en.xml..

% Gao, Y. and Schmittmann, J. (2022). Green Bond Pricing and Greenwashing under Asymmetric Information. IMF working
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Appendix

Appendix 1: China’s Issuance of LGBs in Offshore RMB
(2021-2025)

Amount .| Coupon
( 1(()l(l) Maturity up
Plac i
ace million) (Year) i

G -
Bond Type La;)eetlne] d Bonds Code

Issuing

Issue Date Issuer

2021/10/19 | Shenzhen HK 11 2 2.60 GLGBs No HKO0000778461
Green

2021/10/19 | Shenzhen HK 15 3 2.70 Yes HK0000778479
SLGBs
Green

2021/10/19 | Shenzhen HK 24 5 2.90 Yes HK0000778487
SLGBs

2021/10/20 | Guangdong | Macau 22 3 2.68 GLGBs No MOO000A3KW387
. Blue

2022/11/2 Hainan HK 12 2 2.42 Yes HK0000877461
SLGBs
. Sustainable

2022/11/2 Hainan HK 26 3 2.65 Yes HK0000877479
SLGBs
. Sustainable

2022/11/2 Hainan HK 12 5 2.85 SLGBs Yes HK0000877487

2022/11/7 | Guangdong | Macau | 20 3 2.65 SLGBs No MO0000000097

2022/11/7 | Shenzhen HK 24 2 242 SLGBs No HKO0000881943

Green

2022/11/7 | Shenzhen | HK | 15 3 265 | glops | Yes | HK0000881950
Blue

2022/11/7 | Shenzhen | HK | 11 5 2.83 Yes | HK0000881968
SLGBs
. Sustainable

2023/9/20 | Hainan HK | 30 2 | 245 Yes | HK0000946787
SLGBs

2023/9/20 | Hainan HK | 10 3 2.53 Green Yes | HK0000946795
SLGBs
. Blue

2023/9/20 | Hainan HK | 10 5 2.70 Yes | HK0000946803
SLGBs

2023/9/5 | Shenzhen | HK 9 2 | 240 | GLGBs No | HK0000946886
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. Amount .| Coupon
[ssuing | | Maturity Green

Issue Dat Iss 100 REL Bond T Bonds Cod
ssue Date ssuer Place ( (Year) '1’e ond Type Labeled onds Code

million) (%)

Green

2023/9/5 Shenzhen HK 21 3 2.55 SLGBs Yes HK0000946894
Social

2023/9/5 Shenzhen HK 20 5 2.75 Yes HK0000946902
SLGBs

2023/9/7 | Guangdong | Macau 10 2 2.40 SLGBs No MO0000000261

Green

202 M 1 2. Y M 2

023/9/7 | Guangdong acau 0 3 55 SLGBs es 00000000279
Sustainable

2024/8/15 | Shenzhen HK 10 10 2.50 SLGBs Yes HKO0001045795

2024/8/15 | Shenzhen HK 24 5 2.33 SLGBs No HKO0001045787

Green

2024/8/15 | Shenzhen | HK | 27 3 2.20 Yes | HK0001045779
SLGBs

2024/8/15 | Shenzhen | HK 9 2 | 215 | Social Yes | HK0001045761
: GLGBs
Green

2024/8/28 | Guangdong | Macau 15 2 2.15 SLGBs Yes MO0000000386

2024/8/28 | Guangdong | Macau 10 3 2.20 SLGBs No MO0000000378

2024/9/20 | Guangdong | HK 20 2 2.08 SLGBs No HKO0001054813

2024/9/20 | Guangdong | HK | 15 3 213 | SLGBs No | HK0001054821
2024/9/20 | Guangd HK | 15 5 2.23 Green Yes | HK0001054839
uangdong . SLGBs s

. Sustainable
2024/10/24 |  Hainan HK | 10 3 2.07 Yes | HK0001055406
GLGBs
2024/10/24 | Hainan HK 10 5 215 | SLGBs No | HK0001055414
. Blue
2024/10/24 |  Hainan HK | 10 10 | 245 Yes | HK0001055398
SLGBs
. Sustainable
2025/9/19 | Hainan HK | 25 3 1.73 Yes | HK0001179644
GLGBs
2025/9/19 | Hainan HK 15 5 1.83 Blue Y HK0001179651
ama : SLGBs e

2025/9/19 Hainan HK 10 10 2.10 SLGBs No HKO0001179669

2025/9/29 | Shenzhen HK 15 2 1.61 GLGBs No HK0001192506
Sustainable
2025/9/29 | Shenzhen HK 10 5 1.80 SLGBs Yes HK0001192522
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Issuing Amount Maturity Coupon Green
Issue Date Issuer SIS Y1 Rate | Bond Type Bonds Code
Place o (Year) ) Labeled
million) (%)
Social
2025/9/29 | Shenzhen HK 15 10 2.08 Yes HK0001192530
SLGBs
Green
2025/9/16 | Shenzhen | Macau 10 3 1.74 Yes MO0000000543
SLGBs
2025/9/2 | Guangdong | Maca 5 2 1.63 Blue Yes MO0000000519
vangong . ' SLGBs
2025/9/2 | Guangdong | Macau 15 3 1.75 SLGBs No MO0000000527
2025/9/2 | Guangdong | Macau | 5 5 185 | Green Yes | MO0000000535
gdons : SLGBs
Green
2025/10/24 | Guangdong | HK 35 3 1.72 Yes HK0001202198
SLGBs
2025/10/24 | Guangdong | HK 25 5 1.80 SLGBs No HK0001206249
Blue
2025/10/24 | Guangdong | HK 15 10 2.09 Yes HK0001206256
SLGBs
Total/Average 687 4.09 2.27

Note: SLGB—Special Local Government Bonds; GLGBs—General Local Government Bonds
Source: Shenzhen Stock Exchange®”

%' Shenzhen Stock Exchange. (2026). Greater Bay Area Bond Platform. Retrieved January 13, 2026 Fromhttps://bond.szse.cn/
bayarea/disclosure/ltb/index.html
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Appendix 2: Fiscal and Economic Strength and Debt
Risk Status of China’s 31 Provincial and Municipal
Governments (2024)

Economic

Fiscal Performance ° Debt Risks °

Performance

Provinces

(/Municipalities at the GD_P per | omprehensive Fisce}l Land Debt-to- :
Provincial Level) capita (10 | _. ) Self- Finance Revenue | Service
Fiscal Revenue . .
thousand/ o Sufficiency | Dependency Ratio
(RMB trillion) . . ,
person) Ratio (%) | Ratio (%) (%)
1 Provi i
31 Provinces in 9.5 0.9 438 348 | 449 | 1688 | 16.0
Average
On
13.3 14 61.2 455 293 | 1594 | 14.8
Average
Beijing 22.8 1.0 75.9 30.1 252 | 120.0 | 17.0
Shanghai 21.7 1.3 84.8 355 16.9 72.0 10.9
Jiangsu 16.1 2.1 65.6 72.4 20.6 | 1358 | 11.8
10 Pilot | Zhejiang 13.6 1.7 69.3 54.2 303 | 1593 | 11.7
Provinces |\ hui 8.3 1.1 44.9 429 366 | 1704 | 167
Fujian 13.8 0.8 59.4 49.5 28.2 | 215.1 19.3
Shandong 9.8 1.7 59.0 51.5 333 | 196.7 | 18.5
Hunan 8.1 1.1 36.2 423 399 | 2023 | 175
Guangdong 11.1 2.0 75.4 20.0 249 | 1782 | 123
Sichuan 7.7 1.7 419 56.4 37.1 144.6 | 12.1
On
7.7 0.7 355 29.8 52.3 173.2 | 16.6
Average
Hainan 7.6 0.3 38.8 37.8 629 | 1855 | 20.1
Tianjin 13.2 0.4 58.9 27.8 744 | 344.1 | 484
Hebei 6.4 1.2 41.7 36.8 43.6 | 177.7 | 142
21 Non-
Pilot Shanxi 7.4 0.7 56.1 11.0 32,5 | 125.0 | 11.2
Provinces
foner 11.0 0.7 455 131 | 460 | 162.0 | 16.1
Mongolia
Liaoning 7.8 0.7 424 14.0 43.0 | 1969 | 21.9
Jilin 6.2 0.5 25.5 342 69.6 | 203.5 | 164
Heilongjiang 5.4 0.7 22.5 7.4 584 | 1458 | 11.5
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Economic

) Fiscal Performance ° Debt Risks ©
Performance

I_)I'_OViI.lC.eS GDP per Fiscal Land 25T Debt-t

(/Municipalities at the ' pe Comprehensive ~Ci . a ~ cbl-to :
Provincial Level) capita (10 | _. Self- Finance Revenue | Service
Fiscal Revenue ) (€10) .
thousand/ . Sufficiency | Dependency : REL
(RMB trillion) . . Ratio ’
person) Ratio (%) | Ratio (%) ) %)
/0
Jiangxi 7.6 0.9 39.8 443 44.0 172.8 17.3
Henan 6.5 1.2 384 33.6 33.5 170.7 15.5
Hubei 10.3 1.2 39.5 61.7 31.0 150.8 13.7
Guangxi 5.7 0.7 28.3 29.7 45.9 186.6 15.3
Chongging 10.1 0.7 46.2 58.9 448 | 2009 | 21.7
Guizhou 5.9 0.9 333 80.6 774 | 205.7 19.6
21 Non-
Pilot Yunnan 6.8 0.8 32.0 23.6 518 | 2144 | 214
Provinces

Xizang 7.5 0.3 9.5 11.2 443 42.1 2.2
Shaanxi 9.0 0.9 46.5 432 354 147.7 11.5
Gansu 5.3 0.5 22.0 16.0 63.9 165.0 9.9
Qinghai 6.7 0.2 17.1 8.9 90.4 161.0 15.7
Ningxia 7.5 0.2 29.2 16.1 45.2 130.6 15.3
Xinjiang 7.9 0.8 31.5 15.1 60.2 149.3 9.2

Notes: a.10 Pilot provinces refer to provinces authorized by the central government to review and approve the issuance of
special LGBs within their respective administrative jurisdictions, according to the General Office of the State Council
in 2024)%.
b.Comprehensive Fiscal Revenue = General Public Budget Revenue + Government Fund Budget Revenue + Central
Transfers; Fiscal Self-Sufficiency Ratio = (General Public Budget Revenue + General Public Budget Expenditure) x
100%; Land Finance Dependency Ratio = (Land Conveyance Fee Revenue + General Public Budget Expenditure) x
100%
c.Debt-to-GDP Ratio = Year-end Outstanding Local Debt + GDP x 100%; Debt-to-Revenue Ratio = Year-end
Outstanding Local Debt + Annual Comprehensive Fiscal Revenue x 100%; Debt Service Ratio = Annual Principal and
Interest Repayments + Annual Comprehensive Fiscal Revenue x 100%

Source: National Bureau of Statistics”’; MOF (2026)

% General Office of the State Council. (2024). Opinions on Optimizing and Improving the Management Mechanism for
Special Bonds Issued by Local Governments (Guobanfa [2024] No. 52). Website of the Ministry of Finance of the People’s
Republic of China. December 25.https://www.gov.cn/zhengce/content/202412/content 6994502 .htm

% National Bureau of Statistics. (2026). National Data—Annual Data by Province. National Bureau of Statistics Portal

Website. January 15. https://data.stats.gov.cn/easyquery.htm?cn=E0103
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