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VALUE ADDED BY ADB ASSISTANCE 

 
1. Catalyzing resource mobilization for climate change investments.  It is estimated 
that to meet the ambitious target of reducing carbon intensity by 40-45% by 2020 would require 
total investments of more than $1,000 billion in the PRC, about 25% of which would need to be 
in the form of equity. ADB's investment sends a strong signal to the market, encouraging more 
proactive participation of private investors in climate change finance, and its assistance in the 
design and establishment of the Fund will bolster the confidence of other interested investors, 
thereby helping the Fund reach its targeted size.1

 
  

2. Enhancing efficiency, effectiveness and sustainability for climate change 
investments.  Companies and projects in sectors related to climate change will come under 
pressure from increasing competition for skilled labor, financial resources, market share, and 
net profits. ADB’s assistance will ensure that the Fund diligently applies best practices to 
support profitable and sustainable enterprises and to adopt and transfer proven clean 
technologies. The stringent requirements of the Fund's portfolio companies with respect to 
business development strategies, corporate governance, entrepreneurship, technological 
maturity, environmental and social safeguards, financial planning and management, and risk 
control will work to help these companies to more effectively and efficiently accomplish their 
business goals, generate more robust net cash inflows, and to widen their future equity 
financing channels through the execution of successful IPOs. ADB’s support to these 
companies and projects through the Fund can raise their market acceptance and may help them 
attain a higher price-earnings ratio. Consequently, the degree of sophistication, effectiveness 
and efficiency of the whole clean technology industry, and thus the level of investment therein, 
will rise. 
 
3. Stimulating financial innovations. ADB's investment in one of the first onshore private 
equity funds targeting sectors related to climate change will facilitate the onshore private equity 
market development and low-carbon financing in the PRC.  It will help to fill the gap between the 
demand and supply of equity capital for clean energy companies, illustrate practical ways to 
achieve a decent risk-return balance, and demonstrate baselines and benchmarks for similar 
onshore private equity investment funds. Onshore private equity funds are expected to become 
more prevalent once legal and regulatory uncertainties have been removed, and clear exit 
channels have been demonstrated. ADB's assistance will also help develop a class of new fund 
managers and financial professionals for the climate change industries in the PRC. The 
associated financing activities of the portfolio companies, such as long-term debt borrowing, 
corporate bond issuing, mergers and acquisition, carbon credit trading, risk insuring and 
guaranteeing, currency exchanging and hedging, asset restructuring, and IPOs, will contribute 
to broaden and deepen the capital markets in the region. 
 
                                                
1  ADB's investment in the Fund can catalyze climate change financing at four different levels. First, ADB's 25% 

contribution to the first Fund closing will encourage other investors to contribute additional $75 million. Second, 
since the Fund's ownership in its portfolio companies will normally not exceed 33%, the Fund's equity investment of 
$100 million will induce at least another $200 million from equity co-investors. Third, a debt-equity ratio of 
66%:34% on the balance sheets of the portfolio companies shall be satisfactory and acceptable to those 
commercial banks with green financing programs in the PRC. A total of $300 million equity investment can 
leverage long-term debts of about $600 million. This implies that ADB's leverage ratio is (1/25%)x(1/33%)x(1/34%) 
= 36 times. Each dollar of ADB's investment in the climate change Fund could induce more than $36 of green 
financing. 
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4. Introducing International Best Practice. ADB's involvement in the design, 
establishment and operations of the Fund will ensure that the fund and its portfolio companies 
stick to the highest standard of governance and social and environmental safeguard. Good 
governance will increase investor protection and inspire investor confidence. High safeguard 
standards will mitigate the risks of any possible social and environmental damages and 
ultimately benefit both the fund and its investees. By introducing international best practice to 
SCIF, ADB’s investment will have wider demonstration effects on the nascent industry of 
onshore private equity in the PRC.  
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