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1. Executive summary

The UK and China are central to the global transition to a low-carbon economy.
Both countries have recently signalled increased national climate ambition
through new 2035 Nationally Determined Contributions (NDCs), signalling
accelerating decarbonisation from different starting points.

At the same time, corporates in both jurisdictions are increasingly engaging

in transition planning, supported by rapidly evolving climate disclosure and
policy frameworks. China is piloting a landmark climate disclosure standard
that aligns corporate targets and strategies with national objectives; while the
UK government has published the final version of the Sustainability Reporting
Standards (UK SRS) for voluntary use and the FCA is currently consulting on
potential integration to listing rules.

The UK-China Green Finance Taskforce (GFT) is a bilateral plat-
form for green finance collaboration, providing an important
forum for members to exchange ideas and identify practical
areas for cooperation; this report is a member-led contribution
produced within the Transition Finance Workstream of the GFT.

As part of the activities of the UK-China GFT Transition Finance Workstream, this
paper reviews the latest developments in governmental and corporate transition
planning in China and the UK, explores green and transition finance practices
and institutions in both countries, and identifies opportunities for enhanced
collaboration.
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The analysis shows that while the UK and China have adopted distinct
approaches, there are complementary strengths and opportunities for syner-
gies in scaling green and transition finance and broadening and deepening
corporate transition planning - providing a strong basis for enhanced bilateral
cooperation.

As China pilots its new corporate disclosure standards, the analysis identifies
opportunities for the UK and China to share experience on disclosure expecta-
tions and transition planning, supporting greater consistency across transition
finance frameworks and market practices. More granular climate disclosures
and transition plans could, in particular, support the introduction of innovative
approaches in equity markets - such as transition indexes - which so far have
received less attention in China.

The paper highlights clear opportunities for enhanced bilateral collaboration,
including mutual recognition of key transition finance frameworks, improved
data and assessment capabilities, expanded capital-market solutions, and
joint efforts to mobilise finance for hard-to-abate sectors and third-country
transitions. Strengthening cooperation in these areas can help translate ambi-
tion into investment, reduce fragmentation, and support an orderly, large-scale
transition in both economies.
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2. New 2035 targets set the tone for
the transition in China and the UK

Figure 1. Emissions trajectories (in MtCO2e) implied by announced NDCs for the UK and China.
Source: LSEG data, 2026.
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Under the Paris Agreement, the UK and China committed to a new ‘third gener-
ation’ of climate targets in 2025. These NDCs 3.0 - the next round of national
climate commitments submitted to the United Nations Framework Convention
on Climate Change (UNFCCC) - set out each country’s revised decarbonisation
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pathway to 2035. Both signal accelerating decarbonisation efforts, but from
very different starting points.

China has, for the first time, stated in its NDC an
intention to move toward economy-wide, absolute
GHG emission reductions.

In its NDC 3.0, Beijing has pledged to cut its 2035 emissions by 7-10% below
peak levels and recommitted to peaking emissions before 2030, alongside its
2060 carbon-neutrality target. The new 2035 target can be seen as a floor, as it
contains explicit language that China will be “striving to do better”. ' China has
also pledged, by 2035, to reach over 30% non-fossil energy in total consump-
tion and to increase wind and solar capacity sixfold compared to 2020 levels.

These targets are supported by China establishing itself as a leading global
manufacturer and deployer of low carbon technologies - accounting for over
60% of global renewable energy additions in 2025, and over 70% of global
electric vehicle production in 2024 - as well as by the expansion of its national
Emissions Trading Scheme (ETS) beyond power to cover steel, cement and
aluminium. This brings coverage to around 60% of national emissions.*?

Box: Sub-national transition planning in China

To achieve its targets, China has been developing an innovative approach to
transition finance, combining national guidance with extensive local experi-
mentation. At the national level, the People’s Bank of China (PBoC) is leading
efforts to define sector-specific transition finance standards for high-emitting
industries such as steel, coal-fired power, building materials and agriculture.
These are complemented by locally tailored taxonomies introduced by provin-
cial and municipal governments, reflecting regional industrial structures and
emissions profiles.

For example, Jiangsu province has supported the development of transition
finance systems that integrate ESG-based assessment tools, digital platforms and
a range of financial instruments, including mechanisms to guide credit screening
and lending decisions.® Similarly, Hebei - China’s largest steel-producing prov-
ince - has developed targeted standards to support low-carbon upgrades in the
steel sector, which alone accounts for around 15% of national emissions. °

UNFCCC, China's 2035 National Determined Contributions, 2025 [UNFCCC]
IEA, Global Energy Review 2026, 2026 [IEA]
IEA, Global EV Outlook 2025, 2025 [IEA]

United Nations Environment Programme, Just Transition Finance: Case Studies from Banking and Insurance (Bank of Jiangsu, Scaling Inclusive
Green Finance through Digital Innovation), 2026 [UNEP]

5  Climate Bonds Initiative, A Green Steel Decade for China, 2025 [HM Government]

W N =


https://unfccc.int/sites/default/files/2025-11/2035%E5%B9%B4%E4%B8%AD%E5%9B%BD%E5%9B%BD%E5%AE%B6%E8%87%AA%E4%B8%BB%E8%B4%A1%E7%8C%AE%E6%8A%A5%E5%91%8A.pdf
https://www.iea.org/reports/global-energy-review-2026/technology-solar-pv-and-wind
https://www.iea.org/reports/global-energy-review-2026/technology-solar-pv-and-wind
https://www.unepfi.org/wordpress/wp-content/uploads/2026/03/Just-transition-finance_Case-study_Bank-of-Jiangsu.pdf
https://www.gov.uk/government/publications/uks-2035-nationally-determined-contribution-ndc-emissions-reduction-target-under-the-paris-agreement
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During the 15th Five-Year Plan, China aims to develop around 100 zero-carbon
industrial parks, while also incorporating progress on carbon peaking and
neutrality into local government performance assessments. By the end of 2025,
more than ten provinces and cities had issued over 20 local transition finance
taxonomies covering a wide range of carbon-intensive sectors, including steel,
coal power, chemicals and transport. Together, this combination of national
standards, local innovation and integration into planning frameworks enables
financial institutions to directly support decarbonisation across diverse sectors.

The UK’s 2035 and 2040 GHG emissions targets repre-
sent significant ambition.

In the UK, carbon emissions have declined since their peak in the 1970s and
are now more than 50% below 1990 levels. The UK's targets - an 81% reduction
by 2035 and a recently announced 87% cut by 2040 - deepen an already steep
trajectory and rank among the most ambitious decarbonisation targets in the
world.*’

The last coal fired power station in the UK closed in 2024, and under govern-
ment plans low carbon sources will account for 95% of power generation by
2030, with a fully decarbonised grid targeted by 2035.%° In parallel, the UK aims
to phase out petrol and diesel car sales by 2030 and hybrids by 2035."°

The UK Emissions Trading System (UK ETS) is expanding beyond the heavy
industry, power and aviation sectors to include the maritime and waste sectors
from 2026 and 2028 respectively."" This is alongside tighter caps, declining free
allowances and an extension of the scheme to 2040.

According to the Confederation of British Industry (CBI), green sectors are
growing more than three times faster than the wider UK economy and in 2025
generated £105 billion in gross value added (GVA) and over one million jobs.”

6 HM Government, UK's 2035 Nationally Determined Contribution (NDC) emissions reduction target under the Paris Agreement, 2025 [HM Gov-
ernment]

HM Government, Energy security, jobs and investment boost through climate action, 2026 [HM Government]
HM Government, Clean Power 2030 Action Plan: A new era of clean electricity, 2024 [HM Government]
9  HM Government, Net Zero Strategy: Build Back Greener, 2021 [HM Government]
10 HM Government, Backing British business: Prime Minister unveils plan to support carmakers, 2025 [HM Government]
11 HM Government, Emissions Trading Scheme (UK ETS): policy overview, 2025 [HM Government]
12 HM Government, Energy security, jobs and investment boost through climate action, 2026 [HM Government]


https://www.gov.uk/government/publications/uks-2035-nationally-determined-contribution-ndc-emissions-reduction-target-under-the-paris-agreement
https://www.gov.uk/government/publications/uks-2035-nationally-determined-contribution-ndc-emissions-reduction-target-under-the-paris-agreement
https://www.gov.uk/government/news/energy-security-jobs-and-investment-boost-through-climate-action
https://www.gov.uk/government/publications/clean-power-2030-action-plan
https://www.gov.uk/government/publications/net-zero-strategy
https://www.gov.uk/government/news/backing-british-business-prime-minister-unveils-plan-to-support-carmakers
https://www.gov.uk/government/publications/uk-emissions-trading-scheme-uk-ets-policy-overview/uk-emissions-trading-scheme-uk-ets-a-policy-overview
https://www.gov.uk/government/news/energy-security-jobs-and-investment-boost-through-climate-action
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Despite global decarbonisation efforts, rising physical
climate risk is increasing the focus on adaptation and
resilience.

Both the UK and China are forecast to face rising physical risk due to climate
change. Analysis by LSEG suggests that in the UK, 8.3 million people and nearly
10% of GDP could be at high flood risk by 2050.*'* In China, coastal megacities
are projected to be highly exposed to multiple hazards, such as Shanghai
(cyclones and heatwaves), Guangzhou (flooding), Tianjin (flooding), Hong Kong
(heatwaves).’

Both the UK and China have published National Adaptation Plans (NAPs),
supported by national climate risk assessments and monitoring and evalua-
tion frameworks for tracking adaptation progress. The UK’s most recent NAP
(NAP3), sets out sector-specific actions across key areas such as infrastructure,
the natural environment, and business and industry.”” China’s National Climate
Change Adaptation Strategy 2035 emphasises long-term resilience, disaster
risk management, and integration into broader economic development plan-

ning, such as the Five-Year Plans.'”®

13 Under a high warming SSP5-8.5 scenario.
14 LSEG, COP30 Net Zero Atlas, 2025 [LSEG]

15 HM Government, The Third National Adaptation Programme (NAP3) and the Fourth Strategy for Climate Adaptation Reporting, 2023 [HM_
Government]

16 Government of the People’s Republic of China, National Climate Change Adaptation Strategy 2035, 2022 [Government of the People’s Re-
public of China]. English translation available here.



https://www.lseg.com/en/insights/cop30-net-zero-atlas
https://assets.publishing.service.gov.uk/media/64ba74102059dc00125d27a7/The_Third_National_Adaptation_Programme.pdf
https://assets.publishing.service.gov.uk/media/64ba74102059dc00125d27a7/The_Third_National_Adaptation_Programme.pdf
https://www.gov.cn/zhengce/zhengceku/2022-06/14/5695555/files/9ce4e0a942ff4000a8a68b84b2fd791b.pdf
https://www.gov.cn/zhengce/zhengceku/2022-06/14/5695555/files/9ce4e0a942ff4000a8a68b84b2fd791b.pdf
https://cset.georgetown.edu/publication/national-climate-change-adaptation-strategy-2035/



https://www.legislation.gov.uk/uksi/2013/1970/made
https://www.ey.com/content/dam/ey-unified-site/ey-com/en-gl/insights/climate-change-sustainability-services/documents/ey-gl-global-climate-action-barometer-11-2024.pdf
https://files.sciencebasedtargets.org/production/files/SBTiMonitoringReport2023.pdf
https://www.legislation.gov.uk/uksi/2022/31/contents/made
https://www.fca.org.uk/firms/climate-change-sustainable-finance/reporting-requirements



https://www.fca.org.uk/publications/consultation-papers/cp26-5-sustainability-disclosures



https://english.www.gov.cn/news/202405/28/content_WS6655152bc6d0868f4e8e78b8.html
https://english.www.gov.cn/news/202405/28/content_WS6655152bc6d0868f4e8e78b8.html
https://kjs.mof.gov.cn/zhengcefabu/202512/t20251225_3980202.htm
https://www.ifrs.org/content/dam/ifrs/knowledge-hub/resources/tpt/disclosure-framework-oct-2023.pdf
https://www.hkex.com.hk/News/Regulatory-Announcements/2024/240419news
https://assets.kpmg.com/content/dam/kpmg/cn/pdf/en/2024/04/china-stock-exchanges-finalised-mandatory-sustainability-reporting-requirements-for-larger-listed-entities.pdf
https://files.sciencebasedtargets.org/production/files/SBTi-Trend-Tracker-2025.pdf



https://login.microsoftonline.com/287e9f0e-91ec-4cf0-b7a4-c63898072181/oauth2/authorize?client%5Fid=00000003%2D0000%2D0ff1%2Dce00%2D000000000000&response%5Fmode=form%5Fpost&ear%5Fjwe%5Fcrypto=eyJhbGciOiJFQ0RILUVTIiwiZW5jIjoiQTI1NkdDTSIsImFwdiI6IkFBQUFDVVZoY2tOc2FXVnVkR2dBQUFCRlEwc3pNQUFBQUx5Z3hybUZ5Z1VrTFVCS1orSWg1NW56ZEpteGtiYzZKbE81amdkL3BLOXU0WXNDWVNxRVVLa0dIdGFHbzFneU8zVzAwUlpSYXdpaStUWm5hYmtJa1ZQcUoxbWxKUzFwSjBkYzR3UXB0YzFQdGk3MDZ5d21PQWhYc29zZjdOMmZWUUFBQUJpTXhVZlBzSWtBWHQwS0hWM01WR1NENERyYmU0dnVUZzQ9In0%3D&ear%5Fjwk=eyJhbGciOiJFQ0RILUVTIiwiY3J2IjoiUC0zODQiLCJ4IjoiQUFBQU1MeWd4cm1GeWdVa0xVQktaK0loNTVuemRKbXhrYmM2SmxPNWpnZC9wSzl1NFlzQ1lTcUVVS2tHSHRhR28xZ3lPdz09IiwieSI6IkFBQUFNSFcwMFJaUmF3aWkrVFpuYWJrSWtWUHFKMW1sSlMxcEowZGM0d1FwdGMxUHRpNzA2eXdtT0FoWHNvc2Y3TjJmVlE9PSIsImt0eSI6IkVDIn0%3D&spa%5Fclient%5Fid=08e18876%2D6177%2D487e%2Db8b5%2Dcf950c1e598c&client%5Finfo=1&response%5Ftype=code%20id%5Ftoken%20spa%5Frt&resource=00000003%2D0000%2D0ff1%2Dce00%2D000000000000&scope=openid&nonce=DD7FBF6C902682452B2D272271D782A25FD25F4636575310%2DC17574F94AE5EF2053534893AEBFB4B432B733CD1D1B3510ACFA9867123FCDAC&redirect%5Furi=https%3A%2F%2Flsegroup%2Dmy%2Esharepoint%2Ecom%2F%5Fforms%2Fdefault%2Easpx&state=&claims=%7B%22id%5Ftoken%22%3A%7B%22xms%5Fcc%22%3A%7B%22values%22%3A%5B%22CP1%22%5D%7D%7D%7D&wsucxt=1&cobrandid=11bd8083%2D87e0%2D41b5%2Dbb78%2D0bc43c8a8e8a&client%2Drequest%2Did=e4231fa2%2Da080%2D1001%2Dd3bd%2Dfcfb527bca65
https://www.lseg.com/en/insights/investing-in-the-green-economy-2026-resilience-and-reacceleration



https://www.lseg.com/en/insights/ftse-russell/indexing-impact-bonds-insights-into-a-growing-and-maturing-market
https://www.climatebonds.net/news-events/blog/sustainable-debt-market-reaches-usd7tn
http://www.greenfinance.org.cn/displaynews.php?id=450
https://www.pbc.gov.cn/goutongjiaoliu/113456/113469/5779612/2025071418513641380.pdf
https://finance.sina.cn/zl/2026-03-05/zl-inhpxfxr9899715.d.html?vt=4
https://www.londonstockexchange.com/raise-finance/debt/our-products/sustainable-bond-market
https://www.lseg.com/en/insights/sustainable-bonds-london-stock-exchange-decade-of-innovation
https://www.gov.uk/government/collections/uk-government-green-financing-programme
https://english.www.gov.cn/news/202504/03/content_WS67ee784cc6d0868f4e8f16bf.html
https://english.www.gov.cn/news/202504/03/content_WS67ee784cc6d0868f4e8f16bf.html
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Figure 5. China green bond issuance has grown rapidly. Source: LSEG data (2026).
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Figure 6. Cumulative issuance on London Stock Exchange’s Sustainable Bond Market. Source:
LSEG data (2026).*
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Green, and Sustainability bonds that do not have an external review. Issuer Level Classification includes both sustainability-linked
bonds and Green Revenues bonds.

This growing cross-border activity is also reflected in the development of market
tools supporting international investors’ access to offshore RMB green debt.

As part of the UK-China Green Finance collaboration, FTSE Russell and China
Construction Bank have jointly launched the FTSE CCB Dim Sum (Offshore CNY)
Green Bond Index. The index provides transparent benchmarking of the offshore
RMB green bond universe and illustrates how UK-China partnerships can support
the internationalisation and scalability of China’s green finance market.

42 LSEG, Sustainable bonds on the London Stock Exchange - a decade of innovation, 2025 [LSEG]


https://www.lseg.com/en/insights/sustainable-bonds-london-stock-exchange-decade-of-innovation



https://www.21jingji.com/article/20250925/herald/3496379566e6e90418619e94856748af.html
https://www.21jingji.com/article/20250925/herald/3496379566e6e90418619e94856748af.html
https://www.lseg.com/en/insights/investing-in-the-green-economy-2026-resilience-and-reacceleration
https://www.lseg.com/en/insights/investing-in-the-green-economy-2026-resilience-and-reacceleration
https://www.lseg.com/en/insights/investing-in-the-green-economy-2026-resilience-and-reacceleration
https://www.lseg.com/en/insights/investing-in-the-green-economy-2026-resilience-and-reacceleration
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exchange, representing market capitalisation of over £180 billion have been
provided the Mark. *® This type of earmarking of equities with green products
and services has also been facilitated by the emergence of green taxonomies

around the world, such as the Common Ground Taxonomy (CGT). *

Figure 7. Percentage of green market capitalisation of China and UK listed corporates (2016
- 2026).

Source: LSEG data (2026)

Investors have also benefited from approaches to help direct capital to
carbon-intensive segments of the economy where businesses have begun to
transition. Initiated by a group of UK asset owners in 2017 — and now supported
by over 150 investors globally with over US$90 trillion in assets under manage-
ment and advice — the Transition Pathway Initiative (TPI), for example, assesses
the carbon performance and climate management quality of listed corporates

globally with a focus on 10 carbon intensive sectors. ~ *®

46 LSEG, Gren Economy Mark Report 2025. [SEG]
47 International Platf orm on Sustainable Finance, Common Ground Taxonomy — Climate Change Mitigation, 2021 European Commission
48 TPI, State of the Corpoate Transition 2025, 2025 [TPI]


https://www.londonstockexchange.com/raise-finance/sustainable-finance/green-economy-mark/gem-report
https://finance.ec.europa.eu/system/files/2021-12/211104-ipsf-common-ground-taxonomy-instruction-report-2021_en.pdf
https://www.transitionpathwayinitiative.org/publications/2025-state-of-the-corporate-transition-2025
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Figure 8. Strong long term performance of the green economy vs market. Source: LSEG data
(2026).
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These datasets have been used by investors to direct corporate engagement
efforts but also may serve as an input for investment decisions, including
through transition index solutions. For example, FTSE Russell has incorporated
TPl data and the UK Transition Finance Classification System into its climate
indices, such as the FTSE TPI Climate Transition Index Series. As a result, index
solutions leveraging TPI data have now grown to over US$100 billion in assets
under management.”

In the UK, the development of green and sustainable finance has also been
encouraged through the introduction of the UK Sustainability Disclosure
Requirements (SDR) in 2023.*° The UK SDR requires asset managers to provide
detailed, product-level disclosures on sustainability characteristics of funds
that make sustainability claims in their fund descriptions. It also introduces a
set of voluntary sustainability labels, including Sustainable Focus, Sustainable
Improvers, and Sustainable Impact, intended to capture both funds investing
in already sustainable assets and those supporting the transition of companies
and assets over time.

49 LSEG, Still tracking: analysing corporate decarbonisation intentions with TPI MQ scores, 2025 [LSEG]
50 Financial Conduct Authority (FCA), Sustainability Disclosure Requirements (SDR) and investment labels, 2023 [FCA]


https://www.lseg.com/en/insights/still-tracking-analysing-corporate-decarbonisation-intentions-tpi-mq-scores
https://www.fca.org.uk/publication/policy/ps23-16.pdf

LONDON
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Opportunities for China-UK
collaboration on green and

transition finance

As major economies engaged in the low-carbon transition, China and the UK

share a strong interest in scaling green and transition finance. This creates strong

opportunities for deeper bilateral and international collaboration, particularly in
the lead up to the UK's G20 Presidency in 2027.

1. Enhance the interoperability of
green and transition finance in
China and the UK

Both the UK and China’s disclosure frameworks are
increasingly showing alignment with ISSB stan-
dards, facilitating comparability across jurisdic-
tions and providing a shared baseline for climate
related financial reporting and transition planning.

This creates a strong foundation for the UK and
China to enhance interoperability in a limited
number of high-impact areas, including climate
disclosure expectations, transition plan assessment
criteria, and green and transition finance criteria.

To support this, joint reference tools and a
common-ground transition finance framework
could reduce disclosure burdens for corporates
and support investors in further scaling green and
transition finance. In practice, such a framework
would combine elements of credible transition
plan requirements and industry taxonomies to
facilitate cross-border transactions, including
transition bonds.

2. Scale up corporate transition
planning and link it with NDCs

Transition plans should be further embedded

as a core tool for linking corporate strategy with
financing needs. The UK and China should support
the development, standardisation, and uptake

of credible transition planning through capacity
building, peer-to-peer learning and practical
tools, including simplified approaches for SMEs.
Strengthening the ability of financial institutions to
assess these plans will be essential to unlocking
financing demand.

Through its climate disclosure standards, China has
started to encourage companies to communicate
targets, transition strategies and scenario assump-
tions in a manner aligned with national climate
objectives, including its NDC.>' The UK is consulting
on similar requirements, including how credible
corporate transition plans could be compared with
its national net-zero commitments.*> Over time,
clearer understanding of how corporate transition
plans compare to national climate targets could

51 Government of the People’s Republic of China, Notice on the issuance of the Corporate Sustainability Disclosure Standard No. 1 - Climate (Trial),

2025 [Government of People’s Republic of China]

52 HM Government, Transition plan requirements: implementation routes, 2025 [HM Government]


https://kjs.mof.gov.cn/zhengcefabu/202512/t20251225_3980202.htm
https://www.gov.uk/government/consultations/climate-related-transition-plan-requirements/transition-plan-requirements-implementation-routes-accessible-webpage
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improve transparency and comparability, and
strengthen the link between public climate goals
and private capital allocation.>

3. Strengthen data and
capabilities

Expanding the availability of high quality, compa-
rable, firm level emissions and environmental data
is critical to enabling credible green and transition
finance. Both countries should prioritise the further
development of robust climate data infrastruc-
ture, enhance verification and assurance frame-
works, and improve the availability of decision
useful, forward-looking information for market
participants.

In parallel, there is a need to share best practice
and strengthen institutional capabilities - including
among regulators, financial institutions, and data
providers - to assess transition-related risks and
opportunities. Greater alignment with international
benchmarks, alongside the systematic exchange
of best practices, can improve data consistency
and interoperability across jurisdictions, reducing
information barriers and supporting more efficient
cross-border investment.

4. Broaden green and transition
finance markets

Transition finance markets should be expanded

to include a wider range of asset classes and
instruments such as private markets, insurance,
and fund-based solutions. Developing capital
market tools, including transition-related indices,
can have an important signalling function for
corporates, help mobilise institutional investment
and deepen market participation. A more diverse
product landscape will better match the varied risk
and return profiles of transition activities.

5. Boost incentives and
collaboration

Stronger incentives and risk-sharing mechanisms
are needed to mobilise private capital, particularly
for early-stage or hard-to-abate sectors. Public
finance, blended finance structures, and targeted
policy incentives can help improve project viability
and crowd in investment. The UK and China
should also strengthen cross-border collaboration,
including pilot transactions and joint efforts in third
countries, to scale practical deployment of transi-
tion finance.
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