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Context

Climate change mitigation and adaptation have be-
come Rey priorities of governments around the globe.
Yet, there is growing criticism that current climate
pledges are not sufficient to curb carbon emissions
and stop severe global warming. According to a recent
report by leading climate scientists, 75% of climate
pledges are “partially or totally insufficient to contribute
to reducing GHG emissions by 50% by 2030" (Wat-
son et al. 2019, p. 4). It has been acknowledged that
accelerating the transition to a green economy will not
only require a significant increase in public and private
investments but also new instruments to mobilize a
wide range of funding sources (SemieniuR and Mazzu-
cato 2018; Buchner et al. 2019). As the energy sector'
accounts for two-thirds of global greenhouse gas emis-
sions, decarbonizing it is critical to efforts to combat
climate change (IEA 2019, IRENA 2017).

Since 2006, China has developed into the world's
largest energy investor (IEEFA 2017; Semieniuk and
Mazzucato 2019).2 TakRing into account all investments
in renewable capacity, China committed $758 billion
between 2010 and 20197, followed by the United
States ($356 billion) and Japan ($202 billion) (FS-UN-
EP 2019)% Indeed, in 2017, China accounted for almost
half of the world’s renewable energy investments
(Murdock et al. 2019) and the country has dominated
solar and wind investments for more than a decade
(Kong and Gallagher 2020). However, China’s do-
mestic versus overseas energy investments speaRkR
different languages: while renewables account for
almost half of energy investments domestically (IEA
2020), the share of renewables in financing overseas
is only 10% (Cabré et al. 2018)° In fact, 80% of China’s

1 Encompassing energy production and use.
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When low-carbon energy became a priority in China’s 11" Five-
Year plan and the renewable energy law came into effect.

First half of 2019; excluding large hydro (FS-UNEP, 2019).

4 The sum of all European investments is $698 billion (FS-UNEP
2019).

40% of China's overseas investment was reportedly spent on
coal projects (Watts 2019).
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policy banks’ energy investments outside the country
are in fossil fuels (Gallagher and Qi 2018). Despite
global financial institutions increasingly moving away
from coal, China has recently committed $36 billion
funding to 102 gigawatts® (CW) of coal-fired power
plants outside the country and continues to be the
largest international funder of coal plants overseas.
This scenario jeopardizes the country’s position as
the world’s clean energy leader (IEEFA 2019a; Climate
Transparency 2019).

This is a cause for major concern since China is
rapidly expanding its influence in global infrastructure
investments as part of the Belt and Road Initiative
(BRI), but to date has displayed little ambition to align
its overseas investments with the demands of the
Paris Agreement (Voituriez 2019; Zhou et al. 2018). In
fact, countries have to surpass their current nation-
ally determined contributions (NDC) to limit global
warming to well below 2°C. (UNDP et al. 2020; Levin
and Fransen 2015). Moreover, as the largest emitter of
greenhouse gases in the world, accounting for 26.8%
of the global total (Watson et al. 2019), the action
China takRes on the climate can serve as a model for
other emerging economies. This chapter provides an
overview of China’s dual role in financing the energy
transition. We show that China’s financial system is
geared towards state-owned enterprises (SOE), a
tendency which favours fossil fuel to the detriment of
renewable energy projects overseas.

The chapter is organised as follows. Section 2 provides
a general overview of China’s energy investments. Sec-
tion 3 focuses on the financing barriers Chinese energy
companies face when moving overseas, exposing a
bias in the Chinese financial system towards SOE fossil
fuel companies. Section 4 discusses policy options for
the five main actors that can facilitate financing to re-
newable energy projects overseas. Section 5 concludes
the chapter with a summary of Rey findings and their
relevance to policy maRing.

6 This represents 26% of all coal plants under development out-
side China (399 GW), according to IEEFA (2019b).
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Figure 1 Renewable energy investment capacity between 2010 and 2019 (in USD bn)

(Source: FS-UNEP 2019). Note: Data for 2019 covers the first half of the year.

Overview of China’s energy investments
We start by providing a brief overview of China’s do-
mestic and overseas energy investments and pointing
out the most important trends over the last years. The
term ‘energy investments’ refers to all available financ-
ing instruments including both public and private debt,
and equity and concessional loans. In terms of the
split between these sources, total financing in Chinais
made up of approximately 85% loans, 10% bonds and
5% listed equity’ As the largest financial institutions in
China, about 90% of the loan proportion comes from
China’s 21 main banks, namely three policy banRs, six
large state-owned commercial banks and 12 nation-
wide incorporated banRs. Their total outstanding loans
to renewable energy amounts to RMB 1,610 tn, which
represents 20% (RMB 8.296 tn) of all loans for green
investments (CBRC 2017). Overall, green loans make up
only 10% of all loans by the 21 banRks. This data is avail-
able in China due to a green credit statistics system
established in 2014 by the China Banking Regulatory
Commission (CBRC), which requires mandatory disclo-
sure from China’s 21 largest banks. As banks in western
markets do not share a similar disclosure requirement
and green definitions differ across geographies, there
are no comparable international statistics.

China leading renewable energy investments

A central milestone for China’s explosive growth in
green investments was the country’s Renewable Ener-
gy Law that came into force in 2006. Until today, it can
be considered China’s most influential policy instru-
ment, introduced to stimulate unprecedented growth in
what was a marginal renewable energy sector. Besides

7 Concessional loans are part of the 85% figure as it is not
possible to calculate them separately. This subdivision is not
disclosed by policy and commercial banks and Chinese defi-
nitions are flexible; determining concessionality is difficult with
limited information on loan portfolios.

setting mid and long-term targets and prioritizing re-
newables over other power sources in the grid system,
the law created a Renewable Energy Development
Fund, inanced through a surcharge on end-consumers
electricity bills (Wang et al. 2016).

Figure 1 shows China’s dominance in renewable energy
investment capacity between 2010 and 2019, amount-
ing to $758 billion, exceeding the combined sum of
European countries. Cumulatively since 2010, China is
the largest renewable energy investor despite showing
a downward trend from $145.9 billion in 2017 to $91.2
billion in 2018, when the phase-out of solar subsidies
deterred investment (MurdocR et al. 2019). Indeed, Table
1 shows that China accounted for the largest proportion
of renewable energy investments on a global scale.
Chinese investments in the power sector as a whole
easily outstrip its investments in fossil fuels.

When taking a closer look at how these renewable
energy investments translate into deployment of
renewables, we can see that China's domestic market
accounts for almost one-third of total renewable power
capacity in the world, with wind (36%), solar PV (35%)
and hydro (28%) at the forefront of China’s renewable
energy leadership (Table 1). This shows that China’s
renewable energy investments have been mainly chan-
neled towards the domestic market in the aftermath of
the 2006 Renewable Energy Law, while international
deployment remains comparatively low. This is espe-
cially true for the wind power industry, where Chinese
lead firms in 2017 installed less than 3% of their manu-
factured turbines outside China (FTI 2018).

In order to evaluate recent trends, we looRed at newly
added capacity in 2019. While no comprehensive invest-
ment statistics are available, Figure 2 shows that renew-
ables made up 58.7% of newly added capacity in 2019,
and 52% when excluding hydro power (CEC 2020). As
renewables have higher upfront investment costs, they
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Table 1 Cumulative renewable energy capacity in GW per source as of 2018, world and China. Source: Author's compilation based on MurdocR et al. 2019.

Technology World (GW) China (GW) Share (%)
Wind 591 210 36

Solar PV 505 176 35

Hydro 1132 322 28
Bioenergy 130 178 14
Concentrated solar power (CSP) 55 0.2 4
Geothermal 133 0.02 Ol

Total 2,378 727 305

Wind (16.6%)

Solar (35.4%) Thermal/Fossil Fuels (34.3%)

Hydro (6.77%)

Figure 2 2019 added power generation capacity by energy source.
(Source: China Electricity Council 2020)

m Fossil fuels

® Hydro
Nuclear
Unspecified

u Renewable

Figure 3 China’s global energy finance per source
(Source: Gallagher and Kevin 2019). Note: Data covers CBD and CHEXIM.
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Table 2 2019 investment proportions in fossil and renewable energy across sectors and geographies. Approximations based on various sources such as
Zhou et al. 2018; [EA 2020, CEC 2020; Dong and Ye 2018. (Source: Authors’ summary). Note: "Hydro” refers to mid- and large hydropower generation.

Energy sector as a whole

Power generation

Power generation plus energy supply and electricity

networks
Geography
USD Fossil / .
renewable split
Global 1,480 bn 72/ 28%
Chinese domestic 370 bn 56/ 44%
Chinese overseas (BRI countries)  60.3 bn 87/13%

represented about 80% of Chinese domestic power
investment in 2019, even when disregarding mid- and
large hydro (Dong and Ye 2018; [EA 2020). Though this
is impressive, it is notable that according to IEA’s (2020)
calculation of energy investment required to meet the
Sustainable Development Goals (5DGs), China cannot
add any fossil fuel capacity at all unless it is equipped
with carbon capture and storage technologies.

China’s global energy finance dominated by fossil fuels
Compared with the scale of domestic investments, Chi-
nese investment in renewable energies overseas is still
at a very early stage. As shown in Figure 3, China’s global
energy finance from policy banks is dominated by fossil
fuels (70%) whereas renewables (excluding hydro) only
represent 2% (Gallagher and Kevin, 2019).

Figure 4 shows Chinese energy investments from
commercial banRs, the Silk Road Fund, SOEs and private
companies, for which the trend of mainly financing fossil
fuels persists. Indeed, it can clearly be seen that renew-
ables only make up the largest proportion of financing
from the private sector. Further, when excluding hydro
power, renewable investments from syndicated loans and
exclusive policy bank loans are reduced by two-thirds.
Though private owned enterprises only make up 8% of
Chinese overseas energy investments, they account for

$130.9 BILLION® $44.7 BILLION $3.6 BILLION®
.
Syndicated Loans by Exclusively Financed by SRF
the Six Chinese Banks CDB and China Eximbank

0il, Gas, and
Petrochemical

Renewable
Energy Generation

Fossil Fuel
Energy Generation

Nuclear
Energy Generation

Fossil / Fossil / Fossil /
renewable split usD renewable solit renewable split
(w/0 hydro) P (w/0 hydro)
757 25% 480 bn 25/75% 36/ 64%
64/36% 122 bn 15/85% 23777 %
914 /867% 213 bn 66/ 34% 78722%

65% of renewable power generation minus hydro®

Table 2 compares domestic and overseas energy invest-
ment data to the global context. While China performs
better than the global average domestically, it performs
significantly worse than the global average overseas.

Itis notable that Chinese domestic power generation
investment is 85% in renewables, while the overseas per-
centage is only 34%. If we further exclude medium- and
large hydro power, which are neither considered green
nor renewable by most current definitions, these figures
are 77% and 22%, widening the gap even further.

Barriers to China’s renewable energy
investments overseas

General barriers to renewable energy project finance
There are general and country-specific financing barriers
to renewable energy projects. On a generic level, renew-
able energy projects are capital intensive and require
higher upfront investments. However, they benefit from
considerably lower and stable operating costs compared
to conventional energy. Qil, gas and coal are subject

to substantial and unpredictable price fluctuations as

8 Based on figures provided by Zhou et al. 2018.

$42.5 BILLION $19.5 BILLION

SOEs POEs

Transmission .
. and Distribution . Not Specified

Figure 4 China’s energy sector financial flows to BRI countries from 2014-2017 (Source: Zhou et al. 2018).
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Table 3 Ownership structure of leading wind turbine, solar PV and fossil fuel companies in China

Sector Firm Global market
Wind turbine Goldwind 13.8%
Envision Energy 8.4%
Mingyang 52%
Solar PV Jinko Solar 12.8%
JA Solar 9.7%
Trina Solar 8.9%
Consolidated
revenue 2018
Fossil fuels  China National Petroleum  $340 bn
Sinopec Group $314 bn

China Energy Investment* $76 bn
China National Offshore Oil $22 bn

Type Government ownership

Public 43.33% (Three Gorges New Energy)
Private
Public 7.3% (ICBC Int. Investment)
[Public

Private

Public

SOE  81% (China National Petroleum Corporation (SASAC))

SOE  70% (Sinopec Group (SASAC))
SOE  100% (SASAQ)
SOE  64.44% (China National Offshore Oil Corporation (SASAC))

Source: Author's compilation based on Wang (2019), GWEC (2018), corporate annual reports. Note: An 'SOE’ is defined as the government holding more than
50% of equity under its ultimate control. Government ownership includes both directly and indirectly controlled equity. *Formerly Shenhua and Guodian.

recently demonstrated by the US benchmarR price for
crude oil temporarily dropping below zero. The paradigm
shift” in financing renewables marks a clean break from
traditional energy business models. Hence, accelerating
progress towards a green economy reguires transform-
ing the current Ainancing paradigm based on short-term
lending. The International Renewable Energy Agency
(IRENA) emphasizes the urgent need to “develop finance
innovations to transform the cash flow from fossil fuel
consumption expenditure over time into upfront capital
for renewable energy projects” (IRENA 2019, p. 50).

Barriers specific to financing Chinese renewable
energy projects overseas

China's country-specific barriers to investing in renewable
energy projects can be divided into the regulatory, finan-
cial and administrative spheres. A recent report published
by Greenovation Hub and Tsinghua University (Ma 2020)
identifies Rey reasons why Chinese renewable energy
investments overseas'® remain largely unexplored. Ac-
cording to the report, the following factors explain China's
comparatively low level of renewable energy financing
overseas: (i) delayed payment of subsidies, (i) higher price
competition overseas, (iii) insufficient support from credit
insurance agencies, (iv) high financing costs, (v) limited
access to project financing, and (vi) lack of cooperation
with foreign financial institutions. While these obstacles
are similar for renewable energy companies from other
countries, the report by Ma (2020) analyses the specific
context of Chinese companies.

9 From financing short to long-term and from financing operating
costs to financing upfront costs.

10 Based on interviews with Chinese companies and financial
institutions investing in BRI countries.

First, delayed subsidy payments have been the result
of lengthy administrative processes and the con-
stantly growing deficit of China’s Renewable Energy
Development Fund, which now amounts to $28 bn
(Energy Iceberg 2020). In Europe, subsidies are paid
by host countries, however most Chinese overseas
renewable energy projects are located in develop-
ing countries that have limited subsidy schemes. A
delay in the payment of subsidies leads to insuffi-
cient funding capacity for overseas investments, an
obstacle that particularly impacts private companies.
Second, in recent years many overseas markets have
shifted from a fixed feed-in-tariff to a competitive
auction-based system (Dai et a,, 2020; The Econo-
mist 2018). As China is still in the process of shifting
towards these competitive mechanisms, the ability
of Chinese companies to bid for overseas projects is
limited, putting them at a disadvantage when faced
with fierce competition from international and local
enterprises. Third, insufficient support from China’s
export credit insurance companies often leads to
non-viability of project financing, as China’s financial
institutions often lack the experience to evaluate host
country risks. This may be due to the high exposure
of the Chinese Export and Credit Insurance Corpora-
tion (Sinosure) to the energy sector (Li 2019). Fourth,
as China has a closed capital account that translates
into higher financing costs, borrowing foreign curren-
cies from Chinese banks tends to be more expensive
than borrowing from international banks (Ma 2020).
In addition, companies have to secure export credit
insurance from Sinosure, rather than using interna-
tional export credit agencies, further exacerbating their
financing costs. Fifth, Chinese renewable energy com-
panies have limited access to project financing from
Chinese financial institutions, a particularly important
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source of finance for large-scale on-grid projects with
an installed capacity of 10 MW and above (FS-UNEP
2010). Therefore, they have to deploy corporate fi-
nance based on their balance sheets, leading to heavy
debt burdens and limited financing capabilities going
forward, especially for private firms (Ma 2020). The
impact on renewables is particularly adverse because
their dependence on project finance is far greater than
projects based on fossil fuel technologies (Steffen
2018). Finally, to date there has been little cooperation
between Chinese and foreign finance institutions that
have more experience in financing renewable energy
projects overseas. This may be particularly detrimen-
tal in providing long-term project finance to Chinese
companies (Ma 2020).

It is worth noting that some of these barriers apply

to Chinese overseas investments in general, across
different sectors. However, as mentioned above, re-
newable energies are capital intensive and necessitate
high upfront costs (in contrast to conventional energy
sources such as gas or coal-fired power plants) that
are associated with higher (perceived) risk. Hence, the
combination of technology- and China-specific barri-
ers results in a significantly higher hurdle to overcome
in opting for renewable vis-a-vis conventional energy
investments.

Chinese financial system favouritism of state-owned
over private companies

Adding another layer to this problem, Chinese re-
newable energy companies are traditionally private
while fossil fuel companies are largely state-owned,

as shown in Table 3. Despite multiple state-owned
companies increasingly diversifying into renewables,"
Chinese lead firms in the renewable energy sector are
still not majority-owned by the state. The essential
reason for this is historical, as China used to be purely
reliant on fossil fuels at a time when all companies
were state-owned. As the economy liberalized to some
extent, these fossil fuel companies were Rept as strate-
gic companies, leaving renewables to develop largely
inside the private sector. The incentive for conventional
state-owned energy firms to diversify into renewables
is the result of government policies that require a cer-
tain percentage of investments to be in renewables.”?
For example, the world’s largest power producer,? the
China Energy Investment Group (formerly Guodian
and Shenua Group), owns both China’s largest project
developer in wind power, Longyuan, and China’s eighth
largest wind turbine manufacturer, United Power. As
the Chinese financial system is skewed in favor of
SOEs, fossil fuel companies receive the financial sup-

11 For example, Shanghai Electric diversified into offshore wind through a
joint venture with Siemens in 2014 (Dai et al. 2020).

12 In 2017, China started to reorganize its largest state-owned power
generators, which has been perceived as an effort to move away from
their domestic reliance on coal (IEEFA 2018).

13 Interms of installed capacity.

port they need to overcome barriers in the energy sec-
tor in general, and the fossil fuel industry in particular,
when moving abroad. An exception is the state-owned
China Three Gorges company (historically associated
with hydropower) that has made major renewable en-
ergy investments overseas in the past decade (IEEFA
2018). However, on a general level and because they
are mainly private, financial support is not equally pro-
vided to renewable energy companies. This ultimately
means that the Chinese financial system provides a
clear advantage to fossil fuel companies over renewa-
ble energy companies when they are looRing to move
abroad. This lack of support for Chinese renewable
energy companies moving abroad is evidenced by
obstacles (iii), (iv), and (v), mentioned above.

It is reasonable to conclude that the stark contrast
between Chinese domestic and overseas renewable
energy investments can be explained by (i) general
financing barriers for renewables based on the existing
financing paradigm, (ii) multiple systemic factors that
entail extremely high financial burdens and low viability
of renewable energy projects overseas, and (iii) a gen-
eral favouritism of the financial system towards state-
owned energy enterprises, which are to a large extent
fossil-fuel based. At the same time, a lack of overseas
experience and an operational track record leads to
insufficient bankability, which prevents many Chinese
firms from accessing finance from foreign institutions.
In order to disrupt this vicious circle, Chinese renewa-
ble companies have been experimenting with different
forms of market entry. For example, Goldwind, China’s
leading wind turbine manufacturer in terms of market
share, entered the Australian market by simultaneously
becoming project owner (acquiring land), project de-
veloper, turbine supplier and renewable energy assets
retailer, a highly unconventional scenario in the wind
energy sector.

Discussion: Five central actors that can facil-
itate Chinese financing for Chinese renewa-
ble energy projects overseas

All the barriers identified above can be overcome
through adequate support from financial institutions.
Through exerting a higher degree of state governance
of relevant financial institutions and the operation of
the financial system as a whole, the Chinese govern-
ment has a number of policy options available. These
collectively need to change the status quo by easing
access to finance for Chinese renewable companies
relative to fossil fuel companies. The five most impor-
tant types of actors to be targeted by such policies

are (i) policy banRs, (ii) state-owned commercial banks
currently financing the majority of Chinese overseas
energy projects, (i) smaller financial institutions which
are currently not involved in this type of financing over-
seas, (iv) Sinosure, which today primarily insures fossil
fuel projects, and (v) Chinese energy, utility and con-
struction companies that can expand further into re-
newables. While a wide range of available tools, both in
and outside financial institution governance, can shape
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the issue, we highlight some of the policies with the
greatest potential for the five types of organisations.

Chinese policy banks

As the single largest source of Chinese overseas
energy financing, changing the behavior of CDB

and EXIM banks would have a significant direct and
perceived effect in the eyes of commercial banRks.

The Chinese government has complete authority to
green their lending as they are managed directly by
the Chinese State Council and regulated by the China
Insurance and Banking Regulatory Commission. Key
policy options include negative screening of the most
polluting projects, such as coal, alongside proportional
commitments to green or climate financing in a similar
way to most countries’ development banks and mul-
tilateral development banks. Another policy approach
is to minimize harm by implementing environmental
and social safeqguards, as well as public disclosure of
standards and project assessments. Initiatives such
as a shift from using the lowest standards between
China and the host country to using the highest, is an
easy-to-implement change, as suggested by Voituriez
et al. (2019). A third Rey policy option is to increase
disclosure by following the praxis of the International
Development Finance Club, of which CDB is already

a member, and to categorize and publish data based
on the OECD DAC format, which is open to non-DAC
members, such as China, as well as the deployment
of the broader concept of Total Official Support for
Sustainable Development (TOSSD).

Chinese national level state-owned large commercial
banks

The second largest source of financing derives from
four large state-owned commercial banks, ICBC, BOC,
BOC, and CCB. While these banks are publicly listed,
the Chinese state is their largest shareholder and has
a comprehensive mandate to govern their behavior
through a number of channels, including CCP party
committees established within the banRks. Key policy
options to increase their financing for renewable pro-
jects include ‘window guidance’, where State Council,
China BanRing and Insurance Regulatory Commis-
sion (CBIRC) and Green Finance Committee policies
provide an official mandate to the banks to move away
from business-as-usual and fossil fuel projects. Direct
financial incentives can also be strengthened, such as
the recently implemented, innovative and green mac-
roprudential measures, giving banks a higher interest
rate on their central bank deposits depending on how
green their overall performance is. Furthermore, CBIRC
can directly require the banRs to publish the Financial
Stability Board’s Task Force on Climate Related Finan-
cial Disclosure, an increasingly common format that
includes both current climate risk as well as strategies
to minimize such risk.

Chinese smaller commercial banks
As shown above, Chinese domestic renewable energy
projects are financed by the four large banks, but

smaller banks also play a role. However, the smaller
banks provide very limited overseas financing. Con-
versely, as fossil fuel SOEs are mainly financed by the
large commercial banks domestically, they can rely on
this relationship to expand their overseas operations.
Consequently, if relying on existing relations were
possible for smaller banks investing in renewable
energy, international expansion would be substan-
tially smoother. However, CBIRC policies that require
smaller banks to meet stringent governance and
management standards inhibit their operational ambi-
tions. These standards include securing the approval
of the Central Bank’s State Administration of Foreign
Exchange (SAFE) to transfer money across borders
and use foreign currencies. These impediments are
exacerbated by smaller banks being subject to a
higher cost of capital than the big four, particularly
internationally, in addition to the costs of establishing
overseas branches (the big five’s branches have been
in place for many years). Regulators could reduce
barriers and actively encourage overseas lending,
while obliging Sinosure to cover this lending in order
to reduce smaller banks’ risk exposure. While local
banks are small in comparison to the largest Chinese
commercial banRs, they are large by international
standards and certainly mature enough to manage
international loan portfolios.

Sinosure Export and Credit Insurance

While insuring the majority of Chinese overseas fossil
fuel energy investments and often working as the actor
who gives a project the green light (Wei and Baxter
2018), the state-owned Sinosure has to this point

only insured a limited number of renewable energy
projects. Chinese commercial banks would be more
willing to lend to renewable energy projects if Sino-
sure was able to match their endeavor. As Sinosure

is already significantly exposed from Chinese loans

to coal projects, this is a limiting factor for expanding
into renewables (Li 2019). Consequently, it may require
the Chinese State Council to insist Sinosure extends
its coverage to prompt a more decisive shift from

their business-as-usual model of insuring fossil fuels.
Options include placing stringent quotas on maximum
coal exposure as well as on minimum proportions
allocated to green energy. An additional option often
discussed is for Sinosure to require projects to use an
independent third party to carry out an environmental
and social impact assessment to a high standard. This
would inevitably reduce financing to polluting projects
that are insured under current practice, thus freeing up
insuring capacity for green projects. Furthermore, Sino-
sure could improve the insurance terms for renewable
energy projects by offering, for example, longer terms,
lower acceptance thresholds and broader cover (Ma
2020).

Chinese state owned energy, utility and construction
companies

The final actor that can facilitate financing towards
Chinese renewable energy projects overseas lies
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outside the financial system itself, namely Chinese
SOE energy, utility and construction companies. While
financing in the form of loans comes from policy and
commercial banRs, actual investments in energy assets
derive from SOE companies in the form of equity
stakes through greenfield investments, and mergers
and acquisitions, amounting to USD 115bn in 2019 (Li et
al, 2020). While these assets are mainly in fossil fuels,
a gradual increase in renewable assets is evident. As
SOEs have access to Chinese financing for overseas
projects, shifting companies into renewables circum-
vents the obstacle of renewable companies being
disadvantaged as private companies. SASAC, as the
state representative owner of many companies in this
category, could alter companies’ strategies to gradually
increase renewables in their asset mix. This evolution
could follow the practice of international fossil fuel
companies becoming low carbon companies, such as
Engie, @rsted and Iberdrola.

Conclusion

This article has highlighted that while China is the
world’s largest investor in renewable energy, its over-
seas energy investments are primarily in fossil fuels.
This is problematic as countries across the globe need
to transition towards low-carbon development trajecto-
ries to meet the 1.5 degree warming target of the Paris
Agreement. As China is a leader in renewable energy
technology, not adequately deploying this expertise
outside the country is a lost opportunity, both for China
and the world. The scale of the problem is highlighted
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