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Week of 1st November 2021 

What’s on our mind this week? 

China’s Unfolding Masterplan Towards Carbon Neutrality 

 

Ever since President Xi’s announcement about carbon peak and carbon neutrality targets in 

September 2020, a series of official documents have been issued by the central government to 

provide clarity on how the world’s largest emitter is going to fulfil its environmental commitments.  

Early this September, the Central Committee of Chinese Communist Party and China’s State 

Council jointly published a Working Guidance, highlighting strategic low-carbon development 

guidance on a number of key focuses including industrial structure adjustment, energy 

transformation, transportation system, urban and rural construction, and R&D. Designed as a 

comprehensive theoretical system to lead the country’s green development, it serves as the 

overarching document for China’s framework and guides the formulation of future emission 

reduction policies for key sectors and industries.  

The more recent 2030 Carbon Peak Action Plan released by the State Council reveals a set of 

quantifiable and actionable targets to be achieved in the mid-term, shedding some lights on low-

carbon related investment ideas for investors globally. Here are some key take-aways:  

• Low-carbon energy generation– according to the Action Plan, the 1,200 GW solar and 

wind installed capacity target would be the key foundation in achieving the targeted non-

fossil fuel mix of 25% by 2030. Based on the new installed capacity in 2020 (120 GW) and 

declining installation costs, the actual installed capacity of renewable energy by 2030 could 

potentially exceed this target set by the CCP. Targets to steadily increase capacity of hydro 

and nuclear power were also outlined to ensure a systematic transition to cleaner power 

generation.  

• Grid upgrade and energy storage- To cope with the surge in renewable generation, new 

transmission line projects are now required to carry at least 50% of renewable energy. 

Current issues such as EV charging, industrial energy consumption and distributed 

generation are also highlighted for future grid upgrades, and this confirms our bullish view 

on the secondary equipment sector to which we are already exposed. As another critical 

component of a “clean” energy grid, the target for energy storage system is set at 3 GW 

by 2025, representing a nearly 60% CAGR over the 5-year period.   

• Green building and rooftop solar – Accounting for nearly 40% of annual carbon 

emissions, buildings are another key area of focus given China’s massive ongoing 
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urbanisation. By 2025, all new buildings in urban China would be required to meet the 

Green Building Standard. The target for rooftop solar installation (of total usable space) in 

public and industrial buildings has also been risen from 40% to 50% in the Action Plan.  

• Green transportation – most notably, a target NEV penetration rate of 40% has been set 

for 2030, doubling the current 20% level but lagging behind the EU’s proposal. A more 

ambitious target was also set to convert at least 70% of public transport fleet in most cities.  

 

Admittedly during the past few months, we have observed the challenges and complexities of 

implementing such a plan as the power crunch continues to affect millions of manufacturers 

across the country. But as we highlighted in previous articles, one should never underestimate 

China’s determination to fulfil its environmental commitments, even if it resulted in slower GDP 

growth in the near term. As soon as the central government provides enough directional guidance 

on policymaking, local governments and industry associations will then develop more granular 

policies based on the masterplan, adopting a systematic and well-coordinated approach towards 

the targets. Following the State Council’s Working Guidance, we expect more detailed policies to 

be released in the coming months to set rules on how this economic overhaul would take place 

on the ground.  
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