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l. What Is Gre n

“Green Finance (GF) repre
public and private green invest
policies that support green initi

* Two tasks of GF: Al
- Internalize environmental externalities; Wit s

- Reduce risk perceptions to encourage investments

that provide environmental benefits.
Source: German Development Institute (d.i.e.) Briefing Paper, 23/2016.
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. WHY GREEN FINANCE
 OECD: Global Warming, Stronger Action Needed!

* OUTLINE PLAN FOR “GREATER BAY AREA": Macau

to become HE,H3¥E, HiEZ B E LR
(Guangzhou, Shenzhen, Hong Kong, Macau) —

IMPOSSIBLE IF THE TEMPERATURE INCREASES BY
MORE THAN 2°C!

* BIG PROBLEM FOR MOST PSC smaII anc
developmg e R A
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GLOBAL WA
What is the difference k

1.5C 2C

of warming of warming

Source: CarbonBrief
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https://www.carbonbrief.org/scientists-compare-climate-change-impacts-at-1-5c-and-2c

HOW TO DEAL WITH THE ( T
ENIRONMEN l

_ALL COUNTRIES, REGIONS, Ak"_ '
WORK CLOSELY TOGETHER (
DEVELOP THE

- DEVELOP GREEN FINANCE & BUILD PSCs
~ PLATFORM! o
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Il. GREEN FINANCE:

CHALLENGES AND UNCERTAINTY
A. INSUFFICENT PUBLIC BUDGET

* “An estimated S400-600 billion per annum is needed
to finance conservation of land, forests and
water/water mgt. = green investments.

* more than S350 billion of incremental capital — to

fund projects in renewable energy and energy
efficiency, dam.

* The latest accounting of climate finance shows there
is a financial gap of about S70 billion.”

Source: Environment Facility, 2017
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1. CHALLENGES AND
B. EXTERNALITY

“A side effect or con‘{_
industrial or commerCIav,; act)
affects other parties without b i
reflected in the cost of the goods or
services involved....”

Example: air pollution created by coal burning
power company in one location may travel to
another city.
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C. Micro-economic Challen:
1.

Il. CHALLENGES Al

Problems in internalizing €
externalities; .

Information asymmetry;
Inadequate analytical capacity;

-

Maturity mismatch between long term greeh- =
investments and short term time horizons of savers
and investors;

Govts do not clearly signal how and to what extent
they promote green transit]
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Il. Externality- An lllustration

Corporate Investment without Social Responsibility:
Net Present Value >0 =-> profitable! Accept project!

= PV (Cash inflow 1 + Cash inflow 2 + cash inflow 3 + ...)

- Cash outflow (= cost)
=3" [CIF,/(1+r) ] - cost

i=1

For green projects, n is very large, investment for many years, 10 to
20 Years (long term Green Bond needed), and r is very high because
of high risk. Therefore the first term is SMALL and cost is very HIGH.
That means most green projects are NOT Profitable! If CIF is less risky
through government guarantees, r will decrease; government
subsidies may also reduce the cost. Tax exem i 50 I
projects more profltable (see mokedbele
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ll. Corporate

PV (Cash inflow 1 + Cash ir
inflow 3 + ...... )- Cash o fic

= $"[CIF,/(1+r) ] = cost <

i=1 = mmn |

= 3" [ CIF, /(1+r) ] + (Corp Social Resp) — ¢

05
i=1 D

>0 profitable!
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Social Responsibility— |
water recycling; casino swim j
laundry.. |

Builders/Construction companies: in
(refrigerators= efficiency rate?) = ”
e.g., a HK construction company rede5|gns buﬂdmg 0
energy and lighting...

Automobiles = tires, auto bodies......recycling materials??
Technology!!
Awards... GM new strategy to produce smaller car...metro- car

pool (idling, car ownerships?)...
Ve -
]  UNIVERSIDADE DE MACAU
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SOCIAL RESPONSIBILTY O

I8

* Lighting at Casino.....

* Laundry....recycle water- swimming pool... '

e Singapore: recycle water, “Taste It” Exhibit.
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IMPLICATON

PSCs: Angola, Brazil, Cabc
Macau, Mozambique, Portug
Principe, and East Timor.

STRENGTH
-Home to 267 million people;

-Vast reserves of oil, gas, agriculture, tourism
and marine resources;

-Fourth largest producer of oil in the world.
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IMPLICATINS
WEAKNESSES 4

1. Need External Capital: fo
waste management, transpt
agricultural developments;

2. Underdeveloped FmanualSys
green investments- water treatmentsban
ourification systems, pollution control and
reducing carbon dioxide emissions; A

3. Limited credit and insurance: for large/small
business and households to make investments
and manage risk. N
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IMPLICATION

4. Brazil, Mozambique anc
fallen back a few places in the
Competitiveness Index (World Ecot
Forum). =1
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Growth to create JObS and imp C
to reach the target through the-.,
means =2 to produce enough en Vit
price (rely on plants that pollute the air and w )
externality)!

2. a. More eco-friendly options such as wind and solar
energy!

b. Means to harvest and grow livestock in an Eco-
friendly manner- EXPENSIVE!
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IMPLICATIONS FOR PSC (5)
OPPORTUNITY

* The degree of industrialization of the PSC is not high = use
Macau as a platform for cooperation with China that will have
greater potential for economic development—=> zero tariff
under CEPA. Rationale:

1. Macau and PSC have close historical and cultural
relationship. It has the highest Per Capita Income in Asia.

2. Itis small but has its own financial characteristics and
advantages to make best use of its financial sectors by
creating a distinct platform (regional financial center?)
including banking, insurance, and leasing, etc.

=

3. Forum Macao provides multi-lateral mechaiis
COOpPE ration . o UNIVERSIDADE DE M%Au
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Export betwe

Portuguese-Speaking Portion of Exportations Chinese Ranking on
Countries going to China Countries’ Exportations

Angola

Brazil 18% 1st
Cape Verde 1.6% 9th
Guinea-Bissau 5.7% 3rd
Mozambique 5.9% 6th
Portugal 2.1% 10th &i\\
Sao Tomé and Principe 0.21% 29th l i
East Timor 0.23% 9th —

e

Source: (DEC, n.d.) &R = oK E
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I1l. HOW CAN THE PSC HELP

COOPERATION AND SPECIALIZATION AMONG PSC &
GBA WITHIN THE PSC GREEN FINANCE SYSTEM:

1. USE EXISITING AGREEMENTS AND FINANCIAL
INFRASTRUCTURE IN PSC AND CHINA:

A. USS1 BILLION CHINA AND PSC COOPERATION AND DEVELOPMENT
FUND,; CHINA-AFRICA DEVELOPMENT FUND, HEAD QUARTER IN
MACAU.

B. MACAO TO BECOME RMB CLEARING CENTER FOR PSC.

2. CREATE NEW FINANCIAL MARKETS AND
INSTRUMENTS IN MACAU AND HONG KONG: for trading
green bonds, emission options, etc.

— *  cE A KX BB
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CREATE SYN
PLATFORM

_ reater Bay Area
Portuguese-speaking

Countries

g’ 115 117
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SPECIALIZAITON AND SYNGERGY AMONG

PSC
* MACAU, CHINA AND HONG KONG WILL BE MAJOR

ACTORS FOR FIN INFRASTRUCTURE FOR THE GREEN
INVESTMENTS AND TECHNOLOY IN OTHR PSC.

* BRAZIL AND PORTUGAL, ETC. SPECIALIZE IN
DEVELOPING SOFTWARE AND TECHNOLOGY TO
COMBAT GLOBAL WARMING, ETC.

* OTHER PSC EXPORT MATERIALS AND NATURAL
RESOURCES TO FINANCE THEIR GREEN
INVESTMENTS—> A PSC Green Fin System

(Based on Outline Plan for GBA and Capac:ty Bu:ldm Platform of G20
(2000)) — e
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Ill. ROLE OF MACAU- GBA OUTLINE
PLAN
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[Il. ROLE OF FIN INSTITUIONS AND

MARKET- GBA OUTLINE PLAN
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PSC Green Finat

Two Components

1. Sustainable Banking N

Hong Kong and Macau WI||  the |
Refer to the Outline Plan of the Gu"' \ (
below).

2. Principles for Responsible Investment- -

The governments in Macau and HK and other—

Portuguese Speaking Countries, plus the Greater
Bay Area.
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Ill. GREEN FINANCIAL SYSTEM FOR

GBA AND PSC*
+ THE ACTORS

The banks: priority-lending requirements; below
market rate finance, such as interest rate
subsidies. Local, smaller projects. = risk and
misallocation of resources?

Institutional investors: pension funds, sovereign
wealth funds, insurance companies....big/cross
countries. Hurdles: green investments not rated,
no track record.. rlsk— ? Regulatory restrictions?

@ £ KX B
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Example: HK Hang Seng Bank

> Your Priority for Going Green: - 9
Provide privilege to encourage corporat

friendly equipment that would enhance re

> Green Financing Promotion Schem
Protect global environment and support th

corporate customers

» Scheme Features:
* Applicable to various lending products including GeneralB KIng Fe

Financing Guarantee Scheme (“SFGS”), Hang Seng BusmeSs Loan- iy

* Awide range of eligible equipment suitable for Hong Kong and Mainland

* Upto 7 years repayment period

> Promotion Privilege: )
Up to HKD 200,000 cash rebate™ to support businesses for green production

and sustainable development

e T I
~3l UNIVERSIDADE DE MACAU
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https://www.hangseng.com/en-hk/business/scale-your-business/lending-sme-financing-guarantee-scheme/
https://www.hangseng.com/en-hk/business/scale-your-business/lending-business-loan/

to mobilize and re-channel prlvate and s
institutional capital for green investments;
build a coalition of green fanciers to support
sustainable development.
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2. Give special consideration to climate r
tests and standards of due diligence for banks ant
institutions.

3. Green prudential regulations: Brazil, UK,
Australia...require investors to include inform. on
environment, social and governance.

SE.9 N B
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GREEN FINANCIA

4. Coordination of environn
policy: L
China and Peru coordinate tl renv
and finance ministries as well aszthferr oF
requlators in requiring banks and financial _
institutions to report and disclose enwronmental
risk.

s P9 N B
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l1l. B. The ROLE OF POLICY MAKERS AND

CENTRAL BANKS IN PCS: Example

GOVERNMENT

e Social “bad” vs. private goods, externality....

* Policy instruments and regulations

“...The People’s Bank of China is planning to include the measure as
part of its macro-prudential assessment (MPA) framework, and the
new measure is likely to be included this year, said Ma Jun, chief
economist at the PBOC'’s research bureau, .......... x

“..China issued 230 billion yuan (USS33.3 billion) worth of green
bonds — 200 billion yuan of onshore and 30 billion yuan of offshore
bonds — last year, accounting for 40 per cent of global green bonds
issuance last year, making it the world’s largest, he said.”

= SR
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l1l. B. The ROLE OF PSC POLICY MAKERS:
Example

Green financing to be included in Chinese banks’ performance
ratings
Green credit, such as loans to projects offering energy savings or emission

reductions, currently account for nearly 9 per cent of total Chinese outstanding
loans

PUBLISHED : Friday, 07 April, 2017, 7:39pm
UPDATED : Friday, 07 April, 2017, 10:53pm
South China Morning Post. Maggie Zhang.
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- Independent Green Investment Bank (UK?) -
* Development of Green Finance Thru Fiscal Polici;:z..ikw
- Tax concessions e
- Profit tax exemption to fund investment

-Interest subsidies to green lending pre

A SR A K B
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TO TRADE: i
- PSC Pollution Rights & Gi

SUCH AS SEWAGE TREATMENT, WASTE M/
COOLING SYSTEM

—increase LIQUIDITY & REFINANCING

UNIVERSITY OF MACAU




loans.
Green Bond Grant Scheme (HK):
subsidies and Green Fin Cert. Scheme.
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Public and prlvat
Examples: T
Carbon markets n

them work more effective

== =)

e

byrmw sfeemem\' (-Offse credits
Tan
PURCHASE CARBON SALE
MARKET
ndpamupams
o ‘écﬂec [ 3
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Financial markets and fi'
critical for China Macau

redirect to investing in the new green flnanbl '
infrastructures in PSC, not just the housing
markets that are overheated (President Xi Jin-
ping: apartment is for sheltering not for
speculation!)
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* Securitization will allow
(leverage) that may narrow t
funding needs and funding availab
and PSC. e

e PSC can support their green finance -
investments with the income from trading
with China and GBA thru Macau.

B Py N A
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