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To reasonably cap the oil consumption and to peak the oil consumption as soon as
possible are of great significance for China to achieve its carbon neutrality goal, support
environmental improvement, and ensure energy and economic security. And for this
purpose, during the 14" Five-Year-Plan period, a series of oil reduction measures
should be taken in the key areas of transportation, petrochemical and other sectors.

In the transportation sector, it is necessary to take transportation electrification as the
main starting point, promote the replacement of traditional fuel by electricity and bio-
fuels, promote new energy vehicles, improve fuel economy, and build a green low-
carbon transportation system based on electricity and public transportation.

In the petrochemical sector, it is necessary to reduce the demand for synthetic
resin (plastic), synthetic fiber and synthetic rubber, with the recycle and reuse of
petrochemical downstream materials and reduction of environmental pollution.

In other sectors, namely industry (non-petrochemical), agriculture, construction, living,
wholesale and retail, and other industries, main measures to control oil consumption is
improving fuel efficiency and pollutant emission standards of different types of diesel
engines, promoting the elimination and upgrading of various fixed and non-road mobile
source machinery and improving energy efficiency.

The implementation of these measures needs financing support. We estimate that
during the "14th five-year plan" period, the demand for green financing in key areas with
direct oil reduction effect is about 4.3 trillion yuan(around 4% of China’s total GDP in
2019). Among them, green financing demand for transportation sector, petrochemical
sector and other sectors is about 4.1 trillion yuan, 144 billion yuan and 70 billion yuan
respectively. New energy vehicles, resource recycling and green technology should
become the key areas to be supported by green financing in the "14th five-year plan".

In order to fully utilize green finance to support oil consumption cap, some obstacles
need to be tackled. Firstly, the support of green finance standards for key green
technology of "oil cap" is insufficient, which is mainly reflected in: 1) the time efficiency

Vi



VLSS s TRET REERIFRERERBRTAR

of green finance standards does not match the green technology innovation and
upgrading; 2) some key “oil cap” technologies such as silicon carbide based integrated
gate bipolar transistor (IGBT) and waste plastic continuous cracking process have
not been included in the support scope; 3) lack of a unified green technology catalog.
Secondly, green credit can not meet the financing need of "oil cap" fields, mainly
reflected in the lack of product innovation and the small scale. Thirdly, the lack
of exclusive insurance for new energy vehicles and insurance products for green
technology equipment. Fourthly, the new energy vehicle industry chain has not yet
formed, affecting the provision and innovation of financial products and services.
Fifthly, the lack of coordination between green finance policy and fiscal policy, which is
mainly reflected in the field of new energy vehicle industry chain and green technology,
and insufficient guidance effect of fiscal policy in the field of new energy vehicle
manufacturing.

This report puts forward a series of specific suggestions on how to strengthen green
finance’s support for the goal of oil consumption cap in China, include:

1. increasing the support of various government industrial funds for technology
R&D and industrial projects in the field of "oil cap"; including green transportation
infrastructure, intelligent transportation and other related projects into the supporting
scope of local government special debt.

2. establishing a green technology catalog covering key technologies and processes
of emission reduction and oil reduction, and incorporating it into the support scope
of green finance standards and green project library. Examples of technologies to
be included are solid-state batteries, silicon carbide based integrated gate bipolar
transistors (IGBT), material lightweight, intelligent automotive and intelligent
networking technologies.

3. increasing the support of green credit and green bond for "oil cap" fields, mainly
including: incentive policies such as guarantee and interest discount for oil cap
projects; developing supply chain finance to support new energy vehicles and
components enterprises; guiding automobile consumption companies to support
the purchase and consumption of new energy vehicles; and using green corporate
bonds and green debt financing tools to support new energy automobile enterprises.

4. expanding green financing channels, products and services in related fields of "oil
cap", mainly including: guide financial leasing to support enterprises in purchasing
new energy vehicles; attract insurance funds and other long-term funds to participate
in green funds to support green technology enterprises in the "oil cap" field; attract
social capital to invest in green transportation infrastructure projects through
franchising, explore ways to improve the liquidity of green transportation assets
through securitization or issuance of real estate investment trusts (REITs); utilize the
carbon market, including public electric vehicle passenger transport, civil aviation
transportation industry enterprises and automobile manufacturing enterprises into
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the carbon quota management and trading list.

5. enhancing the understanding of green finance among enterprises in the field of "oil
cap" and their cooperation with financial institutions. In the fields of supply chain
finance, green insurance and supporting private consumers to purchase new energy
vehicles, relevant enterprises are encouraged to actively cooperate with financial
institutions and to make the full use of green finance policies.

6. Carrying out local pilots of green finance supporting China’s oil cap in Chongging,
Beijing, Guangzhou and Lanzhou New Area of Gansu. Chongging can focus on
green finance to improve the electrification rate of terminal energy and support the
realization of "no oil burning" goal. Beijing can focus on green finance to support the
development of green technologies in the field of "oil cap". Guangzhou can focus on
green finance to support the development of new energy vehicle industry, including
its supply chain and consumption. Lanzhou New Area can focus on green financial
support to achieve oil cap goal in the chemical industry.
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