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Sustainable Energy for a Prosperous China Forum

Focusing on Steady Growth: Underpinning Green Recovery with Green Investment

p—

LR

A Selection of Expert Opinions

- = B e

IR E TR TR i, (R B S DA, it £ T
ISR, ;SRR R, B KN, BhRE i, 1
R AR,

X T REEI TR R TF I KR, BE S TECK H APzl m, BERAE A
BT, MR A, AREERT 82, SmikE. WP, JFAREmR
Mtk Yang Weimin FEREP AR, TRATTEEIN R B R R RE TR A RAE IR E D, 7 DA B RERE R At —

TR, EOEAERER AL, BiH B C R R AT RN,
EBh R, &FRREEIFEAT

Member of the Standing Committee of the CPPCC Although China’ s economy is still in the shock period of the pandemic, the epidemic has not

National_ Committee and Deputy Director of the changed the economic fundamentals, and measures with quick results should be introduced to

Economic Committee stabilize growth at the moment. For example,more precise and scientific prevention and control
of the epidemic, active expansion of consumption, efforts to stabilize the real estate market, and
improving the effectiveness of governance.
To maintain the relationship between total energy consumption and economic growth, a
balance should be struck in the combined objectives from multiple policies, such that neither
should efforts be overspent nor underspent. We have to push forward with determination, but
not in one fell swoop. Moreover, carbon peak and carbon neutrality goals do not mean cutting
out all energy-intensive industries. What we should do is to convert high-carbon energy into
low-carbon energy, so that in the future, high energy consumption does not have to be high
carbon emission. It is necessary to encourage energy-intensive enterprises and projects to
develop new energy, either independently or cooperatively.
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Investment not only creates demand, but also affects supply. Green investment can
form new green supply capacity and drive green recovery at both ends of supply and
demand. China has set an annual economic growth target of around 5.5% this year, and
green investment will be an important driver for steady growth. The National
Development and Reform Commission (NDRC) has revealed that the expansion of
effective investment this year will first focus on key areas, such as implementing ener-
gy-saving and carbon-reducing transformation of coal power, and promote energy-sav-
ing and carbon-reducing transformation of petrochemical, steel and other industries.
In recent months, the Ukraine crisis has continued to intensify, driving global energy
prices to fluctuate dramatically, and international shortages of natural gas, crude oil
and electricity have intensified. Many countries around the world intend to increase
the deployment of renewable energy and accelerate the overall transformation to new
energy sector.

However, energy transformation is not achievable overnight, which makes it so
important to adhere to the overall planning, and make breakthrough step by step.
Energy transition must be to ensure energy security as a prerequisite.
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To stabilize growth one needs to stabilize energy. Energy drives economic activity,
while energy production and consumption are important components of economic
growth. Our analysis on the 14th Five-Year Plan period suggests that CNY 44.6 trillion
worth of gross projected investment could have been poured into digital transforma-
tion/upgrading and green transformation of traditional industries, green/low-carbon
urbanization, modernization of urban construction, green/low-carbon consumption,
sources friendly to renewable energy, as well as power system construction.
Moreover, direct investment aimed towards carbon neutrality could reach at least
CNY 140 trillion by 2050, which, together with investments related to carbon neutral-
ity, will provide a substantial boost to economic growth in the next three to four
decades.

Of course, certain policy red-tapes will need to also be removed to maximize the full
potential of the aforesaid investment. This can be done by, first and foremost, clarify-
ing the targets for emission reduction and control, as well as setting stable long-term
expectations for investors and technology developers. Secondly, the establishment of
carbon pricing system should also be accelerated to make actual carbon price signifi-
cantly higher than the marginal cost of carbon reduction, so that profits can be made
from carbon reduction, providing sufficient incentives for carbon reduction investors
and technology researchers. In short, investing heavily in non-fossil energy, such as
renewable energy, is a strategic measure with multiple benefits: it can simultaneously
contribute to economic growth, energy security, low-carbon transformation of energy
structure, environmental quality improvement and climate stability.
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To achieve carbon neutrality, the power sector harbors the highest demand for green
investment, accounting for CNY 67.4 trillion in total, followed by transportation and
construction sectors, estimated at CNY 37.4 trillion and CNY 22.3 trillion respectively.
Since the negative externality of carbon emission is cross-regional and cross-term,
global measures must be taken, and the participation of multiple actors such as public
sector, private sector and financial institutions is required. It is a well-known principle
that “green finance is the capital needed for green investment” . China is now in the
process of building a comprehensive green finance system, but there are still some
gaps compared with regions that are leading the way in green finance development,
such as the Europe. Not only has China’ s interest on green finance on the interna-
tional arena been growing rapidly, but it has also permeated deeper and deeper into
niches like the ESG system.
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Energy transformation provides obvious investment opportunities. “At present,
China consumes 5 billion tons of standard coal for energy; this number is still
expected to increase by about 20% in the future. The proportion of non-fossil energy
is less than 16%, i.e., less than 800 million tons. Assuming that the energy consump-
tion in 2060 is 6 billion tons and that we need 80% , i.e., 4 billion tons, of non-fossil
energy to realize carbon neutrality, it means that over the next 40 years, non-fossil
energy capacity needs to be added by 3.2 billion tons, or an average of 80 million tons
per year. Try also seeing this as annual investment opportunities.” Energy transfor-
mation is a gradual process — something that cannot be achieved overnight. It is
therefore important that we simultaneously rebuild what we scrapped and progress
in the order as planned.
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China’ s economy has witnessed a rapid development since 2000, driven mainly by
the development of the real estate and infrastructure construction (transportation
facilities, water conservancy facilities, etc.). Housing and infrastructure construc-
tion are undoubtedly the main drivers of China’ s economic growth in this century,
but they are also the main cause of growth in carbon emissions. At present, China
has initially completed the construction of housing and infrastructure to meet the
needs of a modern international powerhouse able of improving its people’ s living
standards. Therefore, building houses shall no longer be the main driver of
economy; this baton for socioeconomic growth should be relayed to the “dual
carbon” strategy, while investment should be shifted to rebuilding a zero-carbon
energy system. To complete this groundbreaking shift from fossil fuels to zero-car-
bon energy, attention should be paid to the following three major investment fields.
First, the construction of new urban building power distribution systems and
electric vehicle charging piles; second, the construction of new rural energy
systems;

third, repurposing low grade waste heat supply systems used in the process industry
as heat sources for building heating and production for non-process industries.
Relevant departments should also be involved in the investment of new energy con-
struction via a unified planning, with local departments and enterprises investing in
construction separately to avoid waste of resources and investment caused by
over-prudence and redundancy in construction. In addition, there must be a new
policy mechanism that supports the establishment of a new price system, so as to
encourage investment on the back of the market’ s mechanism.
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Under the trend of digitalization and intelligentization, attention should be paid to
the construction of new infrastructure, focusing on the investment opportunities
offered by 5G, pan-semiconductors and the Al-driven applications industry chain.
Under the trend of green development and “dual carbon™ goals, attention should
be paid to the investment opportunities in the industrial chains featuring low-carbon
new energy utilities, energy storage and energy conservation/emission reduction.
Also, under the trend of internal cycle construction and supply chain reconstruction,
where investment opportunities are brought to advanced manufacturing and
domestic alternatives. Attention should be paid to the aerospace manufacturing
industry chain, as well as the localization of key and high-end general electrome-
chanical equipment/parts industry chain. With regards to carbon reduction, using
digital technologies to facilitate carbon reduction is an integral part of digital trans-
formation and can play an important role therein. According to the preliminary esti-
mation based on the current research on digital emission reduction practices, digital
technologies can help reduce carbon footprint by about 13%-22% for industries,
23%-40% for buildings, 10%-33% for transportation, and 11.9%-21.7% for the whole
society.




X/ Liu Xiaoshi
hERINNEREAASESEIB K

Executive Deputy Secretary-General of China EV100

HZTTANT, REFRETRITE RS S W B, #E20214
JE, REPRERIRERERINHRYL.6 1K ANRM, 3 L RE™ k5™
4.8 1Loc. S, HREPRIE R REZGTHAL FRITHE T, REK K
W PERT S ML, BRI IR RS G, MR, BRET kR, EPETEHE
Wik” Bbs R, KOHESBREIRTRE " WA, R BT bt v i 2 G Rk
AL DT AR, SULRIN, BrREIRIEnR S R, HONEHThi
A TGER. BIREPRIE AR, Rl LRSI, b RIS
RN RBTIATREAES, BERE T WAESIERZR D BRI, RETR,
Zil, BEFZIEE RS 5K PIRERT , RSt — 2 B h vt
rBURAR . FBEIRTECONBE R RRIL IR Va8, JHH ERnFEN K. &
Ja, MWEZRZmRE, EHXKREZRBORE, BbMaaiiRzsh, NHGEREE
I A FiiA R,

With the joint efforts of various parties, China’ s comprehensive income from new
energy vehicles has saw new results. By the end of 2021, China’ s total consumption
of new energy vehicles reached CNY 1.6 trillion, while the output of relevant
upstream and downstream industry chains is estimated to be CNY 4.8 trillion. At
present, the new energy automobile industry serves as the compass under China’ s
economic transformation and a national strategic emerging industry. Given that
new energy vehicles are developing in the direction of green, environmental protec-
tion and intelligence, under China’ s “dual carbon” goals, promoting the develop-
ment of new energy vehicles will help accelerate the establishment and
improvement of an economic system for green, low-carbon and circular develop-
ment. In addition, expanding the boundaries of the industry will also allow new
energy vehicles to drive the economy more actively. The development of new energy
vehicles seems to change only the automobile industry, but in fact, it affects and
changes multiple related industries and the automobile ecology. The ecology of new
energy vehicle industry is gradually evolving into a “network ecology” involving
multiple sectors and entities, such as automobiles, energy, transportation and com-
munication, with the presence of which industrial integration and innovation will
only further promote high-quality economic development. As the new energy
vehicle supply chain is becoming increasingly globalized, openness and indepen-
dence are the keys to maintaining sustainable development. Finally, at the national
level, relevant national carbon peak and carbon neutral action plans shall reflect the
development goals of new energy vehicles.
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According to estimates, carbon neutrality will bring trillions of yuans of invest-
ment demand to China, with 80%-90% of the demand concentrated in the four
major industries: energy, construction, transportation and industry.

The investment demand from the energy industry is mainly reflected in the fol-
lowing three aspects: cleaner power, terminal electrification, and reduction of
emission generated by non-electric units. Financial institutions should pay
closer attention to technological progress and low-carbon transformation in
various fields, and provide active support with innovative financial products.
Financial institutions should also be more attentive to the progress of energy
transformation, so as to seize market opportunities. Energy is the key to achiev-
ing the “dual carbon” goals, over the course of which, profound and system-
atic changes may happen, including great changes of the competitive structure
and industrial development patterns of the energy industry. In order to promote
energy transformation and realize the “dual carbon” goals as soon as possible,
financial institutions should carry out related policy research. Furthermore,
financial institutions also need to optimize the approval process with the help of
technological means such as the Internet, cloud computing, and big data, so as
to improve the efficiency of investment. While reducing the proportion of fossil
energy, efforts should be made to control the risks of low-carbon transformation
of fossil energy, explore the identification tools of transformation risks, incorpo-
rate energy consumption and environmental factors into rating models, conduct
quantitative analysis and management of possible transformation risks caused
by energy transformation, as well as support enterprises to smoothly and
steadily realize low-carbon and green transformation.




