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Chinese capital can support decarbonisation, adaptation, and
resilience goals internationally through the Panda and Dim Sum
bond markets. Panda bonds connect foreign issuers to China’s
onshore investor base; Dim Sum bonds offer offshore renminbi
(RMB) access through Hong Kong Special Administrative Region
(Hong Kong SAR) and a more international investor mix; and
Free Trade Zone (FTZ) bonds are emerging as a hybrid channel
that could bridge onshore policy priorities with offshore-style
structuring and investor participation.

The volume of RMB-denominated green, social, sustainability,
and sustainability-linked (GSS+) bonds, particularly Panda and
Dim Sum bonds, is increasing. Since the first green Panda bond
in 2016 and the first green Dim Sum bond in 2019, both markets
have expanded steadily.

As of end-2025, GSS+ bonds account for 6% of total Panda

bonds issued, reaching CNY64.2bn (USD9.4bn), of which 84% is
aligned with Climate Bonds methodology. The GSS+ Dim Sum
market is considerably larger, with cumulative issuance reaching
CNY328.0bn (USD48.2bn), of which CNY253.3bn (USD37.2bn)

is considered aligned with Climate Bonds methodology (see
Appendix), equivalent to 77% of GSS+ Dim Sum volume and 7%
of total Dim Sum volume.

While GSS+ bonds still represent a relatively small share of

total Panda and Dim Sum bond issuance, their growth signals a
structural shift: sustainable finance is becoming embedded in
cross-border RMB capital markets rather than remaining a niche
segment. Through Panda and Dim Sum bonds, international
issuers have a conduit to access Chinese capital and diversify
their sources of funding to achieve climate goals.

Across both markets, green bonds dominate, accounting for
around 60-64% of total GSS+ volume, followed by sustainability
bonds (approximately 30%). Social bonds remain limited and
concentrated in the Dim Sum market, while sustainability-linked
bonds prevail in the Panda market, representing around 8% of
GSS+ volume.

While there has been progress, both markets remain challenged
by a narrow issuer base, short tenors relative to infrastructure
financing needs, and complications in cross-border execution,
including disclosure requirements, regulatory interpretation,
and taxonomy alignment. Market feedback suggests that
regulatory predictability remains a key challenge. Even where
policies allow cross-border use of proceeds or recognise
international standards, execution can still depend on approvals,
documentation requirements, and case-by-case interpretation,
which limits repeat issuance and scalability.

Addressing these constraints through clearer and more
predictable rules, improved interoperability with international
standards, targeted incentives, and stronger credit enhancement
mechanisms, will help to unlock a deeper, more diversified, and
more scalable RMB GSS+ bond market.
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China’s GSS+ bond market has grown
rapidly, reaching CNY4.6tn (USD682.2bn)
in cumulative aligned volume by end-2025. R M B
China is now the third largest country source

of GSS+, behind only supranationals and

the USA. In 2025, China had its most prolific

year on record, issuing CNY755.8bn (USD111.1bn) equivalent

in aligned GSS+ bonds across onshore and offshore markets.
This growth has expanded market size, deepened the domestic
green investor base, improved regulatory standardisation, and
strengthened the basis for RMB-denominated sustainable debt
to support cross-border climate finance.

For overseas issuers, Panda, Dim Sum, and Free Trade Zone (FTZ)
bonds are gaining relevance for three reasons:

1. Lower RMB yields have often created a funding cost
advantage since 2023.

2. Wider RMB use in trade, settlement, and procurement
allows financing to better match real-economy cash flows.

3. Regulators in Chinese Mainland and Hong Kong SAR
are gradually making cross-border RMB financing
more practicable.

Panda bonds are the main onshore channel through which
foreign issuers can access China’s domestic liquidity pool. This is
not a new proposition: Climate Bonds published its Green Panda
Bond Handbook in 2018, when the market was still at an early
stage and the issuer base remained narrow.* What has changed
is the combination of stronger policy support, lower onshore
RMB funding costs, broader demand for sustainable bonds, and
a clearer use case for overseas issuers financing projects linked
to Chinese trade, procurement, or investment.

China’s cross-border RMB-denominated bond market has
expanded rapidly, regulatory clarity has improved, and the Panda
issuer base has diversified to include sovereigns, multilateral
development banks (MDBs), and foreign corporates. Meanwhile,
the RMB has become more relevant globally as its use in trade
settlement and cross-border payments has grown. As a result,
Panda issuance is no longer driven only by market entry or
political signalling, but increasingly by funding diversification,
cost efficiency, and strategic access to Chinese capital.

What’s in the name?

Panda bonds are issued mainly in China’s interbank market and on the stock
exchanges. Their strategic value lies in giving foreign issuers access to China’s large
domestic institutional investor base, including banks, insurers, and asset managers.
The trade-off is that first-time issuers must navigate onshore documentation,
disclosure, rating, and post-issuance requirements, which can raise execution costs
even when headline pricing appears attractive.

Dim Sum bonds are RMB-denominated bonds issued offshore, primarily in Hong

Kong SAR. They have scaled more quickly than Panda bonds because the offshore
market is more familiar to international issuers and intermediaries. Proceeds can be
deployed more flexibly across jurisdictions, and the investor base is broader and more
international. For issuers prioritising ease of execution and funding diversification, Dim
Sum bonds offer a more practical entry point, even if Panda bonds can provide deeper
onshore demand in some cases.

Free Trade Zone (FTZ) bonds are a newer form of RMB-denominated instrument
launched in China’s FTZs, such as Shanghai, but treated as offshore for regulatory
purposes. Theirimportance lies less in current volume than in what they represent: an
effort to create a more internationally usable CNY funding channel within China’s own
regulatory framework.

The role of RMB finance is also evolving. Earlier discussions

of RMB internationalisation often focused on a ‘petro-yuan’
dynamic, linked to China’s position as a major oil importer and
the use of RMB in commodity trade. More recently, an ‘electro-
yuan’ dynamic has started to emerge. As China becomes a

key supplier of clean energy technologies, power equipment,
batteries, electric vehicles, and related infrastructure, RMB
financing has the potential to support not only trade settlement,
but also project finance and green supply chains across
emerging markets. This could give RMB-denominated finance

a more meaningful role in global sustainable development by
diversifying funding sources and supporting investment in low-
carbon infrastructure.

This report explores how Panda, Dim Sum, and FTZ bonds
can move from a niche segment to a more repeatable channel
for sustainable finance, especially for emerging markets and
developing economies (EMDEs). These instruments must be
scalable, predictable, and economically compelling, while
helping to channel growing RMB liquidity towards the green
transition in EMDEs.
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Onshore China
(interbank market & stock exchanges)

Market location

Typical issuers

Key regulators

CNY (onshore RMB)

institutions need to get approval from
People’s Bank of China (PBOC)

Exchange: China Securities
Regulatory Commission

Regulatory nature

Fully onshore regulatory framework

Market role
China’s domestic liquidity pool

Source: Compiled by Climate Bonds Initiative

Historically, FTZ offshore bonds, often referred to as Pearl Bonds,
were designed to facilitate cross-border financing but became
associated with arbitrage when proceeds and investors effectively
looped back onshore. The 2025 relaunch was therefore intended
to reset the market on a more credible footing by requiring
offshore issuers and investors, and by aligning documentation
and execution more closely with international practice. If that
discipline holds, FTZ bonds could become a relevant bridge
between the Panda and Dim Sum markets, particularly for cross-
border green and transition finance.

Table 1 compares Panda, Dim Sum, and FTZ bonds at a high
level to show how each channel fits within the broader RMB
financing ecosystem.

Taken together, these RMB-denominated bond markets offer
overseas issuers a choice. Issuers can access China’s onshore
liquidity pool, Hong Kong’s offshore RMB ecosystem, or

an emerging FTZ channel, depending on their objectives,
operational readiness, and target investor base.

Beyond pricing, issuing in RMB can also create a natural hedge
for projects with RMB-linked procurement, construction

costs, or revenues. This is increasingly relevant for EMDE
infrastructure and transition projects that depend on Chinese
equipment manufacturers, engineering, procurement, and
construction (EPC) contractors, or supply chains. In those
cases, RMB issuance is not only a funding decision; it can
reduce currency mismatch, simplify procurement, and make
project economics more resilient.

MDBs, financial and non-financial corporates

Interbank: Issuers should register with the
National Association of Financial Market
Institutional Investors (NAFMII); Financial

Table 1. Comparison of cross-border RMB-denominated bond types

Offshore
(primarily Hong Kong SAR)

CNH (offshore RMB)

Chinese and foreign entities

Hong Kong Monetary Authority
(system oversight)

Issued in China FTZs (e.g., Shanghai)
but treated as offshore

CNY (offshore-style within FTZ framework)

Primarily foreign issuers (under the new
framework)

State Administration of Foreign Exchange
or National Development and Reform
Commission (depending on tenor)

Main channel for foreign issuers to access

Hong Kong Exchanges and
Clearing (listing & trading)

Strategic role: PBOC

Offshore market with Hong
Kong-based regulation; policy
guidance from PBOC

offshore

Established offshore RMB
financing channel with
international investor base

Regulatory progress in the
Panda market

In December 2022, the People’s Bank of China (PBOC) and the
State Administration of Foreign Exchange streamlined guidance for
foreign entities issuing Panda bonds in both the interbank market
and exchanges and allowed issuers to remit the proceeds outward
or retain them in China. This guidance provided further regulatory
clarity and flexibility to foreign issuers intending to use the proceeds
in their home country, which was previously not allowed.? The
reforms addressed a longstanding constraint that had limited Panda
bonds to a more symbolic funding role. However, Climate Bonds
market intelligence suggests that the deployment of proceeds
may still depend on approvals, documentation requirements, and
case-by-case interpretation, as formal permission does not always
translate into predictable execution.

Hybrid: issued onshore but regulated as

Emerging channel to facilitate cross-
border financing with more flexibility and
alignment with international practices
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NAFMII’s Panda Bond Manual provides clarity on the rules

and procedures for foreign issuers.? A key development was

the launch of a pilot programme for GSS+ bonds by overseas
non-financial corporates, foreign government agencies, and
international development institutions. The manual set out

core requirements broadly aligned with international standards,
including ICMA’s Green Bond Principles, covering use of proceeds,
project evaluation and selection, proceeds management, and
disclosure. It also references both domestic taxonomies, such as
the Green Finance Endorsed Project Catalogue, and international
frameworks such as the EU Taxonomy, marking an important
step toward stronger alignment and interoperability with global
sustainable finance frameworks. However, for public bond
offerings, registration documents still need to be in Chinese,
according to the abovementioned PBOC policy document. If the
materials are prepared in both Chinese and a foreign language,
the Chinese version should prevail.* This may add cost and
complexity for issuers.

Overall, the direction of travel is positive: China is making
Panda issuance more open, more standardised and more
internationally legible. But the market has not fully solved
the gap between formal regulatory openness and repeatable
execution, especially for first-time EMDE issuers, lower-rated
borrowers and transactions that need to deploy proceeds
outside China.

Regulatory progress in the
Dim Sum market

The foundation of the GSS+ Dim Sum market was laid by the
Government Green Bond Programme® and the Green Bond
Framework,® which established core requirements on use of
proceeds, external review, and reporting, broadly aligned with
international standards. These were complemented by market
incentives such as the Green and Sustainable Finance Grant
Scheme (2021), designed to subsidise issuance and external
review costs and support market participation.” Together, these
measures provided an initial regulatory baseline for offshore
RMB GSS+ issuance.

In 2024, the Government Green Bond Programme was renamed
as the Government Sustainable Bond Programme, extending
coverage from green bonds to the full GSS+ spectrum and
reinforcing its role in setting market benchmarks.® In parallel,
the launch of the Hong Kong Taxonomy for Sustainable Finance
introduced a classification framework aligned with the EU
Taxonomy and the International Platform on Sustainable
Finance Common Ground Taxonomy, bridging Mainland China
and global standards. These developments enhanced regulatory
clarity on eligible activities and disclosure expectations.
However, in practice, alignment across jurisdictions and
interpretation of taxonomy eligibility may still depend on issuer-
specific structuring, documentation, and investor requirements.

Since 2025, regulatory efforts have moved toward refinement
and transition finance integration. The Taxonomy Phase 2A°
expands coverage to additional sectors and introduces transition
and adaptation categories, reflecting a shift from ‘pure-green’
activities toward broader decarbonisation pathways. At the
same time, the grant scheme has been extended and expanded
to cover transition instruments, and continued innovations

such as digital green bonds have strengthened disclosure,
transparency, and market infrastructure.®
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Market highlights

GSS+ Panda bonds

The green Panda market debuted in 2016 with
New Development Bank’s CNY3bn (USD448m)
transaction. This deal opened the labelled
market and established an early proof of
concept: multilateral and sovereign-related
issuers could access onshore RMB liquidity for
green purposes, with policy support and high-quality
credit helping to anchor investor confidence.

GSS+ Panda volume has grown steadily, reaching an annual
peak of CNY19.7bn in 2023. The growth in 2023-2025 reflected
a combination of factors: lower onshore rates relative to USD
markets, stronger policy signalling around Panda market
opening, greater comfort with sustainable debt structures, and
a broader search by issuers for diversified funding sources. In
other words, growth was driven not by one-off policy headlines
alone, but by a more favourable intersection of cost, policy, and
market infrastructure.

As of end-2025, GSS+ bonds account for around 6.0% of total
Panda bond volume, amounting to CNY64.2bn, of which
CNY54.1bn are aligned with Climate Bonds methodology (Figure
1). In this report, aligned refers to bonds screened against
Climate Bonds’ methodology rather than simply self-labelled
transactions. In 2025, GSS+ Panda volume amounted to
CNY9.2bn, its third most prolific year on record (Figure 2).

The green theme has dominated Panda bonds, providing 60%
of the volume, followed by sustainability bonds with 31%.
Sustainability-linked bonds (SLBs) account for another 8%.

Figure 1. GSS+ Panda bonds offer a diverse source
of capital for international issuers
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Figure 2. Green volumes dominate
GSS+ Panda bonds
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Renewable energy (33%), waste (20%), and low-carbon transport
(16%) are the top areas for UoP (Figure 3). The popularity of
energy and transport echoes trends in both the Chinese
onshore and global green bond markets.

Non-financial corporates (55%) and development banks
(30%) are the most prolific issuer types, collectively supplying
CNY54.8bn of the total CNY64.2bn GSS+ Panda volume.

There remains substantial room for deeper participation
by non-China/Hong Kong-associated issuers in the GSS+
Panda market, which currently accounts for 44% of total
GSS+ volume. The constraint is not simply lack of interest.
For many potential issuers, especially from EMDEs, the

main deterrents are execution complexity, domestic rating
expectations, disclosure burdens, and uncertainty around
how quickly cross-border use of proceeds can be approved.
Compared with the Dim Sum market, Panda bonds can offer
deeper access to China’s onshore liquidity pool, but they also
require a higher level of operational readiness from issuers.
MDBs and development finance institutions have already
shown how they can help to address this gap. In Egypt’s debut
Panda transaction, guarantees from the African Development
Bank (AfDB) and the Asian Infrastructure Investment Bank
(AlIB) helped to improve the credit profile of the deal, broaden
investor comfort, and create a model that other EMDE
sovereign issuers could potentially replicate.

There is now an opportunity for development banks to step
in more systematically to support issuers seeking access

to Panda, Dim Sum, and FTZ bond markets. This support
could include partial credit guarantees, political risk insurance,
anchor investment, project preparation support, and technical
assistance on use-of-proceeds management, reporting, and
taxonomy alignment. Similar approaches have been used in
other emerging-market and local-currency bond markets to
help first-time issuers to reduce execution risk and build investor
confidence. Beyond sovereign issuers, development banks
could also support sub-sovereigns, policy banks, and corporates
by helping to structure bankable pipelines, aggregate smaller
projects, provide credit enhancement, and align issuance
frameworks with both Chinese and international sustainable
finance standards.

The largest cumulative issuers are represented by MDBs and
sovereigns, with Suzano being the only foreign non-financial
enterprise issuer pricing a deal larger than CNY1bn (see Table 2).

The GSS+ Panda market faces a similar tenor constraint to
the conventional Chinese GSS+ market. Shorter tenors of
five years or less account for 67% of the volume. While this is
consistent with the conservative maturity profile of the wider
Panda market, it creates a mismatch for green infrastructure,
industrial transition, and resilience projects that require
longer-dated capital. The pattern reflects both issuer and
investor preferences: debut issuers often choose shorter
maturities to limit execution risk, while investors tend to prefer
shorter exposure to slowly gain confidence in new foreign
names and less familiar bond structures.

Figure 3. Use of proceeds: Panda bonds

Land use 3%
( Other

10%

Transport
16%

Source: Climate Bonds Initiative

Table 2. The public sector dominates
international RMB volume

Top cumulative non-China/ in USD bn
Hong Kong Panda Issuers (as of equivalent
end-2025)

Asian Infrastructure Supranational
Investment Bank

Egypt Government Egypt 3.5 0.5
International Bond

Government of Hungary Hungary 3.0 0.5
The New Development Bank Supranational 3.0 0.5

Suzano International Brazil 1.2 0.2
Finance B.V.

I NI N

Source: Climate Bonds Initiative
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Observations regarding the cost of funding suggest that Panda
issuance can offer a meaningful RMB financial advantage.
However, headline coupon comparisons should be treated with
caution owing to multiple influential factors, including credit
quality, tenor, the presence of guarantees, and market timing,
which may differ across deals.

The more robust takeaway is directional: highly rated sovereign,
supranational, and corporate issuers have been able to access
RMB funding at interest costs that compare favourably with
their USD funding costs (Table 3), which helps to explain why
Panda bonds have become more commercially interesting in

a period of lower RMB yields. Other analyses pointed out that
the financing advantage is primarily driven by credit spread as
FX hedging cost approximately offsets interest rate differentials
under covered interest parity.!!

For the reasons mentioned above, the comparison with
selected USD deals is best read as indicative rather than
definitive. It does not prove a universal Panda discount for
every issuer, but it does show that, under the right conditions,
RMB deals can be a cheaper or strategically preferable funding
diversification, when investor access and procurement
matching are considered (Table 4).

Afuller comparison is needed and should eventually move
beyond headline coupons to an all-in cost framework covering
base curve, credit spread, guarantee cost, fees, and hedging.

Table 3. Panda bonds can offer competitive
coupon rates

Weighted GSS+ Panda bonds
average coupon

2.22% 3.43%

cluding
Hong Kong SAR)

2.99%

5-10Y 2.33% 2.65% 4.60%
10-20Y 2.58% S S

2.92% 2.44% 3.44%

Source: Climate Bonds Initiative

Table 4. Comparison between RMB
and USD bonds

fin g

Suzano (Brazil)

Corporate

Coupon: 2.8% USD bonds coupon

X range: 5.0-5.5%
USD equivalent all

in cost disclosed at (SEC disclosed
~4.7% pricing)
Sovereign Coupon: 3.51% USD sukuk yield
~11%
With AlIB / AfDB 0
guarantees
New Multilateral 3Y pricing: 2.03% 3Y USD benchmark
Development coupon: 4.375%
Bank (NDB)
Asian Infrastruc- Multilateral 2Y coupon: 1.64% 5Y USD benchmark
ture Investment coupon: 4.125%
Bank (AlIB)
Poland Sovereign 3Y coupon: ~3.2% 5Y USD benchmark
coupon: 4.625%
Issue yield ~4.8%
Hungary Sovereign 5Y coupon: ~2.9% 5Y USD benchmark

Source: Climate Bonds Initiative

coupon: 5.375%
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Case Studies 1-3 illustrate three different market functions:
Egypt demonstrates how guarantees can help a sovereign issuer
from EMDEs access the Panda market; Suzano shows how an
international corporate can use Panda bonds to finance real-
economy assets linked to sustainability goals; and CapitaLand
illustrates how Panda bonds can support refinancing and
transition-related financing for firms with substantial operating
exposure in China.

The selected case studies highlight the increasing accessibility
of RMB financing. With innovative enhancements such as

the use of MDB guarantees, issuers can improve their credit
profiles to align with investor mandates and limitations.
Labelled GSS+ bonds can also become stepping stones to
further refinancing and market penetration.

In 2024, Suzano, a pulp producer headquartered in Brazil,
became the first non-financial corporate from Latin
America to price a green Panda bond.

Suzano priced a CNY1.2bn (approximately USD165m) Panda
deal, with a 3-year tenor and a coupon rate of 2.80%.

Proceeds were earmarked to support certified eucalyptus
plantations in Brazil, which produce renewable raw
materials to replace petroleum derivatives.

Under the pilot programme of NAFMII, Suzano was
approved to source up to CNY20 billion yuan over the two
years of 2023-2025, of which this was the first deal.

In 2025, Suzano priced a second dual tranche Panda bond
with a combined volume of CNY1.4bn for general funding.'®
This non-green deal demonstrates that the Panda Bond
market is perceived as a solid source of capital, while the
debut deal established the reputation of the issuer as a
quality borrower introducing diversification benefits to
Chinese investors.

10

Case 1: Egypt Government
International bond*?

In 2023, Egypt became the first country from the African continent to access the Panda
bond market, pricing a 3-year sustainability deal. Partial credit guarantees were
provided by the African Development Bank and the Asian Infrastructure Investment
Bank. Combined with triple-A ratings, these guarantees helped crowd in investors and
secured competitive terms for the transaction.

The proceeds were earmarked to support inclusive growth and green objectives
described in Egypt’s Sovereign Sustainable Financing Framework.'* The 2022
Framework included clean transportation, renewable energy, energy efficiency,
sustainable water and wastewater management, among the eligible project categories.
Panda bonds gave Egypt an opportunity to diversify its funding sources. Guarantees
from MDBs played a crucial role in the transaction, giving comfort to investors who
may otherwise have lacked the mandate required to move down the credit curve.

In 2024, CapitaLand Investment Limited (CLI) became the first Singapore company

to price a Panda SLB. Two tranches with a combined volume of CNY2bn had coupon
rates of 3.5% and 2.8%, with tenors of three years. SLBs raise money for general use of
proceeds, and the funds from this deal were earmarked for refinancing.

The Panda SLB coupon is contingent on the achievement of key performance
indicators (KPIs) related to a reduction in energy consumption intensity by 7.5% at its
properties in China by 2025 from the base year of 2019.

CLI’s Sustainability Master Plan outlines a commitment to reducing Scope 1 and 2
carbon emissions by 46% by 2030 and to achieve net-zero carbon emissions for Scope 1
and 2 by 2050. Climate Bonds suggests that entities reference all material scopes when
setting KPIs in SLBs and CLI could consider this for future deals. International property
and industrial companies operating in China could replicate and strengthen CLI’s
model to diversify their sources of financing in support of decarbonisation ambitions.
As with any SLB, the first step is a solid and credible transition plan against which to
benchmark the KPIs.
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GSS+ Dim Sum bonds

Dim Sum bonds, as offshore RMB (CNH)
instruments, give issuers access to Hong Kong
SAR’s international financial infrastructure
and investor base. According to annual
market analyses undertaken jointly by the
Hong Kong Monetary Authority and Climate
Bonds, Hong Kong SAR remained Asia’s largest arranging centre
for international GSS+ bonds in 2024.1" This provides Dim Sum
bonds with an established ecosystem of arrangers, investors,
service providers, and policy support. For issuers seeking RMB
exposure without the full execution complexity of the onshore
market, this offshore platform offers a clear advantage.

Since its inception in 2019, the Dim Sum market has
amassed greater volume than the GSS+ Panda market, with
CNY328.0bn cumulatively issued by the end of 2025, of which
CNY253.3bn was aligned with Climate Bonds methodology
(Figure 4 and Figure 5).

This comparatively rapid scaling likely reflects four
advantages: easier execution under offshore conventions; a

more familiar documentation environment for international

issuers; greater flexibility in proceeds deployment; and

stronger participation by international banks and investors.

In short, the Dim Sum market has been able to absorb
sustainable RMB issuance more quickly because its operational
methods are more closely aligned with cross-border borrowers.

Renewable energy is the most frequently named use of proceeds
for GSS+ Dim Sum bonds. Based on available data on eligible use
of proceeds found in issuer frameworks, renewable energy (22%)

and low-carbon transportation (20%) lead (Figure 6).

Figure 6. GSS+ Dim Sum Bonds
use of proceeds split reflects
the broader market

Industry 1%

Other

6%
Land use Energy
10% 22%

Waste
6%

Water

Buildings
15%

19%

Transport
20%

Source: Climate Bonds Initiative
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Figure 4. GSS+ Dim Sum deals contribute
to market diversity

vanilla [l Gss+

1200 [ |

1000

800

600 -

—_— I
400 ||

200

CNY Billions
|
|
|
|
|

2019 2020 2021 2022 2023 2024 2025

Source: Compiled by Climate Bonds Initiative

Figure 5. The green theme dominates
GSS+ Dim Sum volume
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Similar to the Panda market, participation by non-Hong
Kong-associated issuers in the GSS+ Dim Sum market
remains limited once supranationals are excluded. This
suggests that the binding constraint is not only market location.
Even in the more flexible offshore market, issuer awareness,
internal capability, ratings, pipeline availability, and investor
familiarity still limit broader EMDE participation. The implication
is that scaling will require more than regulatory openness; it will
require repeatable transaction templates and clearer incentives
for first-time issuers.

The top cumulative non-China Dim Sum issuers are mostly MDBs
and commercial banks, with CADES and Hanwha Solutions being
the only exceptions (see Table 5).

Tenors are also short in the GSS+ Dim Sum market, with 76% of
volume issued at five years or less. Since 2024, some longer-
dated supply has emerged, which is encouraging, but the market
still does not consistently provide the maturity profile needed for
long-lived green infrastructure and transition assets. Introducing
longer tenors will likely depend on anchor investors, better
benchmarks, and stronger secondary-market support.

Coupon data suggest that GSS+ Dim Sum bonds can price
competitively versus other EMDE funding currencies and,

for some non-China issuers, even more favourably than

Panda bonds. But the main message is structural rather than
mechanical: offshore RMB has become a credible funding
currency for sustainable debt because it can combine lower
nominal coupons with execution flexibility and access to Hong
Kong SAR’s international investor base (Table 6).

12

Table 5. European public sector issuers have
priced large volumes of Dim Sum deals

Top cumulative non-China Dim Country in CNY bn in USD bn
Sum Issuers equivalent
17.5 2.6

International Bank for Supranational
Reconstruction and
Development (World Bank)

Asian Infrastructure Supranational 16.4 2.5
Investment Bank

Credit Agricole Corporate & France 3.0 0.4
Invest-ment Bank SA

European Investment Bank Supranational 1.5 0.2

Caisse d'Amortissement de la France 1.0 0.2
Dette Sociale

South Korea 1.0 0.2
Supranational 0.8 0.1

I NI N

Source: Climate Bonds Initiative

Table 6. Weighted average coupon
for GSS+ Dim Sum bonds

GSS+ Dim Sum bonds

average coupon

Tenor China upranationals Non-China
Hong Kong SAR)

Weighted
s 2 2o

5-10Y 2.81% 1.48% 1.88%
2763 - 1

3.17% 2.42% 2.63%

Source: Climate Bonds Initiative
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Alongside the data analysis, Climate Bonds

convened key stakeholders, including N
regulators, issuers, MDBs, underwriters, .
and verifiers, to gather qualitative insights on .
the key drivers of, and barriers to, -
market development.

Both the data and stakeholder consultations point to the same
conclusion: RMB-denominated GSS+ markets are expanding
quickly, supported by the broader growth of cross-border RMB
payments and settlement, but they are not yet scaling in a way
that fully delivers impact. Issuance volumes have increased, yet
repeat issuance remains limited, non-Chinese issuers are still
concentrated among a small group of institutions, maturities are
generally short, and secondary-market liquidity remains thin. The
following section considers the main drivers behind recent market
growth, as well as the constraints that continue to limit scale.

Recent expansion has been supported by four mutually
reinforcing drivers.

Macroeconomic spreads and FX expectations: Since 2023,
lower RMB yields relative to USD and EUR markets, excluding
the impact of swaps, have created a clear headline funding
advantage for some issuers. At the same time, expectations

of greater RMB stability and wider use of RMB in trade and
settlement have made RMB liabilities easier to justify from a
treasury perspective. These conditions help to explain stronger
volume and renewed issuer interest.

Regulatory operability: Policymakers have made tangible
progress in clarifying issuance procedures, sustainable debt
requirements, and the treatment of proceeds. Such reforms
reduced practical uncertainty at the margin and made it easier
for issuers and underwriters to execute more repeatable
structures, even though some frictions remain.

Investor base and policy demand: Panda bonds benefit
from China’s deep domestic institutional investor base, while
Dim Sum bonds draw on Hong Kong SAR’s international
investor ecosystem. Demand for labelled sustainable assets,
together with policy signals such as green finance assessment
frameworks and Hong Kong SAR’s positioning as a sustainable
finance hub, has supported primary market appetite.

Credit enhancement and structuring tools: Guarantees from
MDBs and other credit enhancement features have been critical in
broadening market access, especially for issuers whose standalone
credit profile might otherwise fall short of investor parameters.
This is particularly important for sovereign and corporate issuers
from EMDEs, where transaction viability often depends as much
on risk allocation and deal structure as on the label itself.

Challenges to scaling

Climate Bonds data analytics and market interviews suggest

that the market is still constrained by three challenges. They

relate not only to regulation, but also to issuer readiness, risk
allocation, tenor, liquidity, and pricing capability.

For Panda bonds in particular, the remaining issue is not
whether cross-border use of proceeds is allowed in principle, but
how predictable the approval process is in practice. Even where
outward remittance is permitted, debut issuers may still face
case-by-case discussions over documentation, timing and end-
use, which weakens confidence in execution.

Disclosure and due diligence requirements can also be
significantly more onerous than in many EMDE markets. Foreign
issuers, underwriters, and investors may need to establish more
granular post-issuance monitoring systems, provide Chinese-
language materials, and demonstrate a level of traceability that
is operationally demanding for cross-border projects.

Management of proceeds can further increase complexity.
International issuers often work through a green bond
framework and second-party opinion, while China’s market
practice places greater emphasis on segregation of proceeds,
verification, and ongoing use-of-proceeds disclosure. These
differences do not prevent issuance, but they do add cost and
execution friction.

Credit expectations are another hurdle. Even where formal rules
do not make AAA ratings universally mandatory, the market
convention for public Panda issuance still strongly favours very
high domestic ratings or external support. For many potential
EMDE issuers, this means that market access depends less on
climate label eligibility than on guarantees, policy bank support,
or other forms of credit enhancement.

Taxonomy alignment can also raise transaction costs.

Where issuers already work under domestic taxonomies or
international frameworks, they may need additional mapping,
evidence, and verification to satisfy Chinese market expectations
and avoid greenwashing concerns. Interoperability is improving,
but it is not yet seamless.
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Limited repeat issuance and a narrow issuer base reduce market
depth and prevent the development of benchmark curves.
Participation from issuers based in the EMDEs remains especially
thin and limits the ability of Panda and Dim Sum markets to
support broader sustainable investment needs.

Part of the problem is awareness, but the more binding issue is
minimum viable execution. Many potential issuers do not yet
have a clear pathway on ratings, guarantees, documentation,
use of proceeds management, investor targeting, or post-
issuance reporting. Without a repeatable template, the

first transaction remains too bespoke. This can be partially
addressed through capacity building but also requires a certain
level of market maturity.

The predominance of short-tenor issuance, often around three
years for debut issuers, compounds the problem. Sustainable
infrastructure, industrial transition and resilience investments
usually need longer-term capital, yet the market still tends to
test new issuers with shorter maturities first. Until longer tenors
become easier to place, market growth will not fully translate
into financing relevance for real-economy transition needs. This
can be a temporary challenge until the market matures.

Market participants noted that secondary-market activity
remains limited, as green bond investors typically follow a
buy-and-hold strategy. This is not unique to RMB-denominated
GSS+ markets; it is also common in more developed sustainable
bond markets, including Europe. However, in a market with a
relatively small pool of instruments, buy-and-hold behaviour
can have a more pronounced effect. It can constrain price
discovery, reduce liquidity, and make it harder for new issuers
and investors to build confidence in the market.

This challenge is further illustrated among SLBs. Compared
with use-of-proceeds green bonds, they require investors to
assess KPI credibility, coupon step-up mechanics and transition
plan performance, while issuers must weigh the financial cost
of missing targets. The ability to conduct the necessary analysis
is hampered in a thin market because there is a lack

of comparable instruments.

14
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Cross-border RMB-denominated bond

markets have high untapped potential to

support the green transition in EMDEs and

beyond. Climate Bonds market analysis and

interviews suggest that the priority now is

not simply to increase volumes, but to make

these markets easier to access, more repeatable, and better
aligned with the financing needs of real-economy transition assets.

Climate Bonds makes recommendations in three areas to
scale Dim Sum and Panda bond volumes while maintaining
the credibility required to attract investment.

Challenges include uncertainty around cross-border use of
proceeds, high compliance costs, differences in proceeds
management practices, and taxonomy misalignment from issuers,
as well as strong rating expectations and due diligence costs from
investors. While execution costs are higher, particularly for first-time
issuers, these expenses can open a new funding channel that can
be revisited multiple times at little incremental cost. Diversification
of funders can be priceless for those operating in EMDEs.

Policymakers and regulators can tilt the playing field:

« Facilitate bilateral cooperation: Include the promotion
of GSS+ Panda and Dim Sum bond issuance in bilateral
government-to-government agreements and cooperation
frameworks, so that relevant agencies are mandated to follow
up through project identification, issuer engagement, and
transaction support. China has made public welcome remarks
for African countries to issue Panda bonds at the 2024 China-
Africa Cooperation Forum, which led to the debut Panda
issuance of the Africa Export-Import Bank in 2025.%¢ Similar
statements could be made in bilateral cooperation agreements
between China and Latin American, ASEAN and Central Asia
countries and regions.

« Enhance clarity on use of proceeds and approval
processes: NAFMII can provide more explicit guidance on how
cross-border deployment of proceeds is handled in practice,
including indicative timelines, documentation requirements,
and approval workflows. For repeat issuers, programme-based
or simplified approvals would materially improve usability.

* Reduce compliance complexity while preserving market
integrity: NAFMII and the Hong Kong Monetary Authority could
allow greater reliance on internationally recognised practices,
such as green bond frameworks supported by second-party
opinions, where this helps to avoid duplicative review processes
without weakening disclosure quality. Requirements could
also be differentiated by issuer type, transaction size, and
market experience, reducing unnecessary burdens for repeat
or smaller issuers while maintaining robust safeguards.

« Advance taxonomy interoperability: Regulators and
standard setters can encourage alignment with the Common
Ground Taxonomy (CGT) or the Multi-jurisdiction Common
Ground Taxonomy (M-CGT) to enhance interoperability. A
lighter evidence burden would reduce friction and support
investor confidence.

« Address rating barriers: Regulators and market institutions
could work with providers such as AllB, ADB, NDB, CGIF,
MIGA, GuarantCo, and relevant export credit agencies to
develop targeted partial guarantees, political-risk cover and
other credit-enhancement tools. Given the time, cost and
reporting burden involved, these should focus on larger or
strategic issuances and use standardised documentation and
repeatable structures wherever possible.

Financial institutions can help to address credit-quality constraints:

« Innovate credit enhancement and risk-sharing
mechanisms: Development partners can move beyond one-
off MDB guarantees by using partial guarantees, ECA support,
receivables-backed structures, first-loss capital, and pooled/
blended vehicles. For example, development-bank guarantees
or concessional first-loss capital could help debut or smaller
issuers reach investable scale and credit quality.
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The market needs to broaden beyond a small group of issuers
and jurisdictions and create conditions for credible issuers to
return regularly. Recent sovereign Panda and Dim Sum issuers,
such as Kazakhstan, Brazil, and Indonesia, show that RMB
markets can support sovereign funding diversification. Over
time, similar issuers could return with GSS+ formats, linking
RMB issuance more directly to green investment, sustainable
infrastructure, and trade relationships with China.

Policymakers and regulators can set the tone:

« Lead international outreach and anchor demand: The
Chinese Mainland and Hong Kong SAR can embed cross-
border RMB-denominated GSS+ bonds into bilateral, regional,
and development finance cooperation, targeting sovereigns,
MDB platforms, policy banks, and corporates across EMDEs
with credible green and sustainable project pipelines.

« Broaden the investor base and mobilise anchor demand:
Major sovereign and public-sector investors in the Chinese
Mainland and Hong Kong SAR, including policy banks, pension
funds, sovereign wealth funds, and reserve managers, could
be encouraged to participate in GSS+ Panda and Dim Sum
bond markets as anchor investors, where consistent with their
mandates. Regulators could also consider incentives such as
reflecting GSS+ Panda bond holdings in bank performance
assessments, building on existing green bond holding
indicators. Such participation would send a strong market
signal, support debut and repeat issuance, and help to attract
a broader base of buyers and sellers.

« Support repeat issuance and programme-based
frameworks: China’s NAFMII can consider expanding the
Frequent Issuer Programme or shelf-style approaches, which
can reduce the transaction cost associated with the first
issuance and help benchmark curves emerge over time.

« Incentivise longer-tenor issuance: Policy incentives,

anchor investment, and risk-sharing tools can help to extend
maturities so financing better matches the life of infrastructure
and transition assets. For example, public investors or policy
banks could anchor longer-dated tranches, while guarantees
reduce duration risk for commercial investors, making 7-10-
year GSS+ Panda or Dim Sum bonds more viable for projects
such as renewable energy, grid upgrades, water infrastructure,
or industrial decarbonisation.

« Expand asset themes and pipelines: Market development
should not rely solely on renewables. Building visible RMB-
denominated pipelines across grids, storage, industrial
transition, adaptation and resilience, and nature-related
assets would diversify issuers and strengthen the market’s
strategic relevance. Regulators can support issuance in
emerging themes through pilot programmes, while building
relevant issuer capacity on acceptable use of proceeds.
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Financial institutions can support market growth:

« Build issuer capacity: Underwriters and advisers should
provide targeted support to issuers on identifying eligible use
of proceeds, managing proceeds, and preparing post-issuance
reporting. Clearer guidance on taxonomies, Sector Criteria,
and documentation expectations would strengthen investor
confidence, reduce execution risk, and support greater
demand for these transactions.

« Support longer-tenor financing through investor
engagement: Issuers and arrangers can work with
long-term investors to extend maturities as familiarity
and liquidity improve.

At present, the market is challenged by weak price discovery,
few known active investors, and a lack of familiarity with more
innovative products such as SLBs. A deeper market can offer cost
benefits to both buyers and sellers.

Regulators can support capacity building:

« Support capacity building for innovative products:
Regulators and market associations can publish
demonstration cases and practical guidance for instruments
such as SLBs, including transition plan preparation, KPI
selection, calibration, and disclosure expectations.

Cultivate anchor investors: Pension funds, sovereign

wealth funds, insurers, and other long-duration investors can
declare committed capital, which will support liquidity, longer
maturities, and better market signalling.

Financial institutions can support market innovation

« Raise expectations on transition planning: Financial
institutions can help to set market expectations by preparing
and publishing their own credible transition plans,
demonstrating what good practice looks like for issuers.

Provide clearer product guidance: Banks, underwriters,
and advisers should offer practical guidance on instruments
such as sustainability-linked bonds, including coupon
step-ups, sustainability performance targets, and reporting
expectations, to reduce investor uncertainty and support
wider uptake.

Innovate product design: Encourage the use of blended
structures (e.g., green + sustainability-linked tranches) to
balance investor preferences and issuer flexibility.
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About the Climate Bonds
Initiative

Climate Bonds is an international organisation working

to mobilise global capital for climate action. It promotes
investment in projects and assets needed for a rapid transition
to a low-carbon, climate-resilient, and fair economy. The mission
focus is to help drive down the cost of capital for large-scale
climate and infrastructure projects and to support governments
seeking increased capital markets investment to meet climate
and greenhouse gas (GHG) emission reduction goals. Climate
Bonds conducts market analysis and policy research; undertakes
market development activities; advises governments and
regulators; and administers a global green bond Standard

and Certification scheme. Climate Bonds screens green

finance instruments against its global Taxonomy to determine
alignment, and shares information about the composition of
this market with partners. The Climate Bonds team has also
expanded its analysis to other thematic areas, such as social

and sustainability bonds via the development of screening
methodologies for investments that give rise to positive social
impacts and added resilience. Certification against the Climate
Bonds Standard represents about 20% of global green bond
market volumes. This scheme is underpinned by rigorous
scientific sector-specific Criteria to ensure that Certified bonds
and issuers are consistent with the well-below 2°C target of

the Paris Agreement. Obtaining and maintaining Certification
requires initial and ongoing third-party verification to ensure the
assets meet the metrics of Sector Criteria.

The Climate Bonds Standard and Certification Scheme is a
voluntary labelling scheme for investments that tackle climate
change. It ensures alignment with the goal of limiting global
temperature rise to 1.5°C above pre-industrial levels. It provides
clear and credible standards for sustainable finance, defining
international best practice for labelling green entities and
investments in key sectors.

Certification covers general-purpose instruments, assets,
and entities, with updated R&D definitions. Independent
verification guarantees credibility, requiring 95% of proceeds
to align with climate goals. Up to 5% of proceeds may fund
projects or assets not fully aligned with eligibility criteria,
provided they meet ICMA principles.

The Climate Bonds Standard and Certification Scheme operates
through dedicated working groups and is overseen by the
Climate Bonds Standard Board, comprising institutional
investors and environmental NGOs. The Standard Board reports
to the Governors of the Climate Bonds Initiative, a registered
charity in England and Wales.

Scope of analysis

This report includes four sustainable debt themes based

on the projects, activities, and expenditures financed: green,
social, sustainability, and SLB. The GSS+ themes can be
described as follows:

Green: dedicated environmental benefits (captured since 2012).
Social: dedicated social benefits (captured since 2020).

Sustainability: green and social benefits combined into one
instrument (captured since 2020).

SLB: changes in coupon (almost always step-ups) linked to
the fulfilment of key performance indicators (KPIs) against
entity-level sustainability performance targets (SPTs)
(captured since 2021).

Historically, Climate Bonds recorded but did not screen bonds
bearing the transition label. As of January 2024, Climate Bonds
stopped reporting transition bonds as a separate category but
regards them as a subset of the green label. Climate Bonds now
adds such bonds to the Climate Bonds Green Bond Database,
and screens them against its Green Bond Dataset Methodology.*®
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Methodology overview

This report draws on three Climate Bonds databases:
1. Green Bond Database (GBDB)

2. Social and Sustainability Bond Database (SSBDB)
3. SLB Database (SLBDB)

Green, social, and sustainability bonds meeting the
requirements outlined in Climate Bonds’ screening methodology
qualify for inclusion in the databases and are classified

as aligned. Labelled bonds for which there is not enough
information to determine eligibility for database inclusion are
classified as pending until sufficient disclosure is available

to decide. Bonds failing to meet the requirements of Climate
Bonds’ screening methodology are classified as non-aligned and
are excluded from the databases.

SLBs are assessed according to Climate Bonds Sustainability-
Linked Bond Database Methodology (SLBDB Methodology) and
classified according to four levels of alignment.?

1. Fully aligned: SLB targets cover all material sources of
emissions and are aligned with the relevant pathway.

2. Strongly aligned: SLB targets cover all material sources of
emissions and will be aligned with the relevant pathway by 2030.

3. Aligning: SLB targets cover all material sources of emissions,
are aligned with the pathway on a % reduction basis, and the
issuer has the basic tenets of a transition plan.

4. Not aligned: SLB targets fail to meet any of the above
criteria, or do not meet the other requirements detailed in
the SLBDB Methodology.
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As Criteria are developed, Climate Bonds will update its GBDB
methodology and then begin screening bonds from issuers

in those sectors for inclusion, whether labelled as transition
or as green. The Climate Bonds Taxonomy defines the assets
and activities that are aligned with a 1.5°C pathway, accepting
financing with either label.

Climate Bonds Market Intelligence methodologies set the
benchmark for sustainable finance, combining scientific rigour
with practical usability. They ensure only assets meeting strict
climate criteria are included in data products, safeguarding
market integrity while driving climate investment. As a result,

in cases where data matching these criteria are picked up
retrospectively, these may then be added to the existing dataset.
For further information on specific deals, please feel free to visit
the market data insights page on the Climate Bonds website
https://www.climatebonds.net/.
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