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Financing resilience at scale

Water conservancy REITs
& water asset/revenue backed securities

e Financing water not only shores up water security but also financial resilience. As water is largely
how we feel climate impacts, funding water resilience at scale can help reduce losses. Almost 5bn people
were affected by natural disasters globally between 2000-2026. More than three-quarters of these were
in Asia where 94% of the natural disasters were water-related - floods, droughts & storms.

e Water risks are rising but the funding gap for water security by 2040 is ~USD7.5trn. Globally, 2.2bn
people lack clean drinking water today and 1 in 4 cities still face water insecurity. Worse still, only 1/3 of
global river basins saw normal conditions in 2024, yet 1 in 2 Asians are crowded in 10 major river basins
posing concentrated risks. Financing resilience at scale should be a priority.

e So far, governments have been carrying the responsibility of financing water - up to 98% from the
public sector, ODAs & SOEs for developing countries. In China, water conservancy spend has grown at a
faster rate than military spending since 2015. As rising risks = more spending, the private sector will need
to play a bigger role in closing the funding gap. By leveraging market-driven capital pools, long-term
revenue-sharing models and risk-sharing frameworks, REITs can alleviate fiscal pressures on public
budgets + attract private investments.

e Financing innovations in China have created opportunities for the private sector to participate.
China has adopted holistic multi-pronged water policies including creating private sector financing
opportunities for the public good. This white paper explores 5 such financing innovations that raised a
total of CNY6.6bn from the markets in 2024-2026. How can these scale up financing in China? Can they be
applied regionally or even globally? We cannot catalyse a conversation on financing water resiliency
at scale without you - so please read on.

Even a single drop causes a ripple effect.
Tackling complex challenges starts with ideas.
Let's start them!

This Financing Resilience White Paper is produced by CWR in collaboration with HSBC & the Hong Kong Green Finance Association
with the purpose of catalysing conversations on new ways to finance water resilience not just in China but across Asia in the face of

rising climate & water risks.
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Forewords ...
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Water resilience is emerging as one of Asia’s most
significant financial risks - not just an environ-
mental issue - but also a significant investment
opportunity. China has demonstrated how innovative
financing solutions can mobilise private capital to help
close the region’s growing water infrastructure financing

&ap.

As Asia transitions to a more resilient and sustainable
economy, water is increasingly recognised not only as an
environmental imperative, but as a strategic economic
challenge that underpins long-term growth and comp-
etitiveness. Meeting this challenge will require far
greater investment than public finance alone can
provide, making the mobilisation of private capital
essential.

At HSBC, we recognise that supporting the real economy
means developing practical financing solutions that help
clients navigate their transition. This paper explores how
capital markets can unlock new sources of private
investment to finance water infrastructure at scale.

China has pioneered innovative financing mech-
anisms - including Water Conservancy REITs, Water
Asset-Backed Securities and Water Revenue Rights
Securitisation - to channel long-term capital towards
water resilience. While these approaches continue to
evolve, they offer a compelling blueprint for how
innovative financing can be adapted to unlock
investment in water resilience across Asia.

This paper seeks to catalyse dialogue among clients,
investors, financial institutions, policymakers, regulators
& infrastructure owners on how market-based financing
solutions can bridge Asia’s water resilience gap. We hope
the ideas and case studies presented here will stimulate
new thinking, strengthen collaboration, inform policy
and market development, and accelerate private capital
mobilisation at the scale Asia’s water challenge
demands.

Chaoni Huang,

Head of Sustainable Finance & Transition Asia, CIB
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Hang Keng Green Finance Association

Whilst the fundamental ambition for sustainable
finance is to bridge the financing gaps to solve for
our biggest environmental challenges, it is most
effective when it provides resilience to both natural
and financial systems. Strengthening water cons-
ervancy - through the planning, management, and
protection of water resources - is central to building a
secure, sustainable and economically resilient future.

This paper explores distinctive financial products
and financing opportunities that can help close the
investment gap in climate-resilient water infrastructure.
China’s experience is especially instructive. Through
strategic planning, focused investment & policy
innovation, China has contributed vital approaches to
mobilising capital for water security and broader climate
adaptation.

Hong Kong is well positioned to build on these
developments. As an international financial centre
connecting global investors with opportunities across
Chinese Mainland and beyond, it serves as a platform
for structuring, channelling and scaling finance for
resilient water systems in Asia & other emerging markets.

As a vital nexus for ideas and action and between policy
and markets, NGOs such as CWR & HKGFA play critical
roles in the development of sustainable finance and | am
delighted to collaborate with CWR & HSBC on yet another
unique opportunity. Successful climate resilience
requires sound policies, strong institutions, local
participation & partnerships that connect govern-
ments, investors, communities, development organ-
isations & technical experts. It also requires solutions
appropriate to local conditions & unique circumstances.

This paper reflects a shared commitment to advan-

cing practical collaboration. We hope it will inform

decision-makers, stimulate new partnerships, and help

unlock the scale of investment needed to secure

water resilience & sustainable development in a rapidly
changing climate.

Dr. Ma Jun, M.H.

Chairman & President

Hong Kong Green Finance Association

HSBC Disclaimer

The Hongkong and Shanghai Banking Corporation Limited ("HBAP") is supporting CWR in catalysing conversations on new ways to finance water resilience
across Asia. The views expressed are those of the authors and do not represent the views of HSBC. This content does not constitute investment, legal or other
professional advice. HSBC disclaims liability for losses arising from reliance on this material.
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Why we are writing this white paper ...

Water - a resource we cannot live without - is how we largely “feel” climate change. Already, water risks from
floods to droughts & fires, rivers running dry to rising seas are accelerating, outpacing adaptation efforts and
widening the risk gaps. The WMO warns that the increasingly erratic and extreme water cycle will swing “between
deluge and drought” causing cascading impacts of too much or too little water on economies and society. In
addition to these acute “water shocks”, chronic risks like rising water scarcity will put 3-4 billion people at risk
globally by 2100 at 2°C & 4°C of warming according to the IPCC - already the WMO noted only one third of river
basins had normal conditions in 2024.

For Asia (if emissions continue), we could see peak water by 2050 across 10 major rivers that provide water to 1
in 2 Asians - this will put almost half the GDP of 16 countries at risk including China, India plus parts of ASEAN &
Central Asia. Also, accelerating & rapid ice losses mean we will likely see higher & sooner sea level rise of 1m by
2070 instead of 2100. As seas do not rise evenly nor linearly, parts of Asia may see 1m of sea level rise as soon
as 2050. However, saltwater intrusion will likely occur earlier contaminating the freshwater resources of coastal
cities. It is thus imperative that water infrastructure is adapted to ensure water security. This is especially
pertinent as a 2026 UN report “declared the dawn of an era of global water bankruptcy” - we've irreversibly
exhausted many critical water systems to the point that they'll never be replenished to historic baselines.

Building resilience in our freshwater systems requires financing, which can be hard to come by due to the need
for significant upfront capital, lack of direct economic returns, local credit quality and long investment time
frames to name a few. As can be seen below, the magnitude of the problem offers massive financing
opportunities. This paper therefore hopes to kickstart a conversation on innovative financing solutions that not
only help scale up financing but also help unlock the value of existing water assets to address water supply &
treatment issues as well as water conservancy.

Debra Tan
Director & Head of CWR
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https://wmo.int/news/media-centre/from-drought-deluge-wmo-report-highlights-increasingly-erratic-water-cycle
https://cwrrr.org/resources/analysis-reviews/ipcc-ar6-wg2-8-dire-impact-facts-you-must-know/
https://cwrrr.org/resources/analysis-reviews/ipcc-ar6-wg2-8-dire-impact-facts-you-must-know/
https://wmo.int/news/media-centre/from-drought-deluge-wmo-report-highlights-increasingly-erratic-water-cycle
https://hkh.icimod.org/hi-wise/
https://cwrrr.org/notices/no-water-no-growth-2-asia-at-risk-from-increasingly-erratic-water-flows-across-10-mother-rivers-16-countries/
https://cwrrr.org/notices/no-water-no-growth-2-asia-at-risk-from-increasingly-erratic-water-flows-across-10-mother-rivers-16-countries/
https://cwrrr.org/notices/no-water-no-growth-2-asia-at-risk-from-increasingly-erratic-water-flows-across-10-mother-rivers-16-countries/
https://cwrrr.org/wp-content/uploads/2025/03/CWR-Ice-2025-Stop-the-Melt-Factsheet.pdf
https://cwrrr.org/wp-content/uploads/2025/03/CWR-Ice-2025-Stop-the-Melt-Factsheet.pdf
https://unu.edu/inweh/news/world-enters-era-of-global-water-bankruptcy
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At-a-glance challenges ahead ..

Rising water scarcity

341 ®  1/37 e 440

People globally will face Of global river basins had Of India’s GDP is

chronic water scarcity normal conditions in generated in the Ganges
by 2100 2024 river basin
(IPCC AR6 WG2, 2022) (WMO, Sep 2025) (CWR, Oct 2025)

Disasters on the rise: much of this is in Asia + water related

4.8bn 8 77% 94% “¥>O

ddd
People were affected by Of these affected globally Of natural disasters in
natural disasters globally by natural disasters are Asia are water-related
between 2000-2026 in Asia (3.7bn) (floods, droughts &
(ClIP, Temasek, Invesco et al, 2026) Storm) VS. 92% fOI" the

rest of the world

Asia must act to scale up water resilience

ZXM_ 17% GDP loss CNY3.33trn

Asia is warming at twice For South East Asia by China’s losses from

the global average 2050 under a 2°C natural disasters in the

(WMO, jun 2025) scenario; highest globally last decade (2016-2025)
(ClIP, Temasek, Invesco et al, 2026) (CWR, Ministry of Emergency

Management of the PRC)



https://www.ipcc.ch/report/ar6/wg2/
https://wmo.int/news/media-centre/from-drought-deluge-wmo-report-highlights-increasingly-erratic-water-cycle
https://cwrrr.org/notices/no-water-no-growth-2-asia-at-risk-from-increasingly-erratic-water-flows-across-10-mother-rivers-16-countries/
https://ciip.com.sg/learning-and-resources/detail/climate-adaptation-and-resilience-study-2026?type=Knowledge+%26+Insights
https://wmo.int/news/media-centre/rising-temperatures-and-extreme-weather-hit-asia-hard
https://ciip.com.sg/learning-and-resources/detail/climate-adaptation-and-resilience-study-2026?type=Knowledge+%26+Insights
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(VW Water resilience financing opportunity: an idea of the scale...

USD1.3trn

Climate finance needed
per year by 2035 for

developing countries
(Baku to Belem Roadmap to 1.3T, 2025)

75%

Of the global climate
financing gap by 2030 is
concentrated in Asia
(CIIP, Temasek, Invesco et al, 2026)

USD13.2¢trn

Needed for water
security by 2040; current
financing gap =
USD7.5trn

(World Economic Forum, 2025)

USD3.8trn

Or 51% of this USD7.5trn
gap is concentrated in
Asia

Tin4d
Cities face

water insecurity
(World Bank, 2024)

®

o0 e
2.2bn MS
People still lack clean

drinking water
(World Bank, 2025)

g What China has been spending on water ...

Conservation

Irrigati
13%

CNY5.68trn

China's spend on
water infrastructure
& conservancy in the
14FYP (2021-2025)
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Ecology
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An idea of
the yearly
breakdown
(2023)

Flood
Prevention
28%

o,

‘Water Supply
42%
Source: CWR, MWR

CNY1.35trn

China's peak spend on
water infrastructure
& conservancy in 2024
alone
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China’'s military spend for
2024

Water Conservancy Spend vs. National Defence Budget
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Source:
CWR, MWR, MND

What China wants to do ...

Y
10% cuts —

In “waternomic” &/

targets to decouple
water use & GDP

(CWR, Mar 2026

"

+5bn M QoW

Of unconventional water
add for 2024-2030
= almost 7x Singapore’s

annual water supply
(CWR, Mar 2026)

>CNY1.2trn

The size of the water
savings industry China
wants to create by 2027

(CWR, Mar 2026

+122Gw e

Of hydropower & pump
storage add for 2025-
2030

(CWR, China’s 15FYP for the
Construction of a New Energy)

=—\Nater Conservancy ==National Defense

80% target

For urban built-up area
to be “spongier” by 2030;
Guangdong at 45% in

2024
(CWR, Mar 2026)

450,000km ==

Of pipes to be laid &™®
upgraded for water

supply, drainage & sewage
(China’s 15FYP on Urban Renewal
May 2026)



https://unfccc.int/sites/default/files/resource/Relatorio_Roadmap_COP29_COP30_EN_final.pdf
https://ciip.com.sg/learning-and-resources/detail/climate-adaptation-and-resilience-study-2026?type=Knowledge+%26+Insights
https://fwsf.wbwaterdata.org/about/report
https://reports.weforum.org/docs/WEF_Bridging_the_6.5_Trillion_Water_Infrastructure_Gap_A_Playbook_2025.pdf
https://thedocs.worldbank.org/en/doc/61714f214ed04bcd6e9623ad0e215897-0400012021/related/WBGWaterStrategy2025-2030.pdf
https://cwrrr.org/notices/new-cwr-report-chinas-15fyp-water-outlook-2-goals-4-directives-8-actions/
https://cwrrr.org/notices/new-cwr-report-chinas-15fyp-water-outlook-2-goals-4-directives-8-actions/
https://cwrrr.org/notices/new-cwr-report-chinas-15fyp-water-outlook-2-goals-4-directives-8-actions/
https://cwrrr.org/notices/new-cwr-report-chinas-15fyp-water-outlook-2-goals-4-directives-8-actions/
https://www.gov.cn/zhengce/content/202605/content_7070539.htm
https://www.gov.cn/zhengce/content/202605/content_7070539.htm
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China’s financing solutions

Chinais taking action in the 15th Five Year Plan (15FYP) to “save water” to make sure it can endure an increasingly
erratic water cycle & rising water scarcity. As per the chart below, spending has been rising. As massive
investment will be required going forward, China’s also shoring up water financing policies & innovating financing
solutions to increase private sector participation in building water resiliency.

China's Water Conservancy Spend in the 13FYP & 14FYP

13 Five-year Plan (2016-2020) 14 Five-year Plan (2021-2025)
Total investment = CNY3,473bn Total investment = CNY5,680bn
) A
{ \ [ 1
1,353 1,285
1,089 1,200
818

- ] ] ] I iB I I I
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Source: CWR, NDRC, SCIO

There is far to go: private sector funding of water projects is still low. During the 14FYP, the total
water conservancy investment amounted to CNY5.68trn - around two-thirds of this was supported by central &
local government budgets with the remaining CNY2.05trn coming from government special bonds & bank loans
and private capital. However, just under 10% or CNY549bn came from the private sector investments. For
developing countries, public sector funding dominates at 86% of the annual water spend but if support from
ODAs and SOEs are included, the World Bank notes this moves up to roughly 98%.

This is set to change in the 15FYP as the private sector is expected to increase its role in funding water
resiliency. Different financial instruments piloted in recent years that broaden private sector participation to
alleviate government funding signal what's to come. The range of instruments are wide but this paper only
focuses on a set of asset backed financing solutions for water:

1) Water conservancy REITs (Global first) issued in 2024.
2) Water asset backed securities (China first) issued in 2025; and
3) Water revenue rights backed securities issued in 2026.

The latter two use mainstream financial solutions in a water context by pooling and monetising water assets to
generate upfront liquidity for better water supply/treatment. However, the water conservancy REIT is a more
innovative concept as it couples conservation of the water ecosystem for a single asset along with efforts to
control floods, provide irrigation, supply water, and generate hydropower. As can be seen on the next page, all
these instruments help meet different target actions and goals in the 15FYP.

How can these be scaled up? What is Hong Kong's role in innovating cross border financing to effect
China’s goals of a Beautiful China that is water secure against a backdrop of rising scarcity & water shocks? The
opportunity isimmense in China - it has nearly 95,000 reservoirs, with a total water storage capacity of around 1
trillion m3. Even though these water conservancy assets are generally public-welfare-oriented, many projects
have operational incomes. Revitalising these assets through REITs and other models could reduce the need for
fiscal investment and expand investment in water conservancy. Key policies to support conservancy asset
securitisation are also explored.

Given Asia’s exposure, can these instruments be deployed across Asia? As the rest of developing
Asia will also need to step up its water conservancy efforts to shore up water, economic, food & energy security -
can these financing solutions be used in other countries? Can China’s First Water Conservancy Facility REIT be
adopted/ improved/ leveraged as a way forward to finance watershed conservation regionally & globally? Can it
help build new infrastructure that will not only meet socio-economic needs in developing nations but that is also
resilient to floods & droughts while protecting the watershed at the same time? Your input is invaluable - read

on...
6


https://cwrrr.org/notices/new-cwr-report-chinas-15fyp-water-outlook-2-goals-4-directives-8-actions/
https://finance.sina.com.cn/roll/2026-01-09/doc-inhfswxt0576697.shtml
https://finance.sina.com.cn/roll/2026-01-09/doc-inhfswxt0576697.shtml
https://finance.sina.com.cn/roll/2026-01-09/doc-inhfswxt0576697.shtml
https://www.worldbank.org/en/topic/water/publication/funding-a-water-secure-future
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Financing China’'s water security & resiliency - 5 instruments

2 Goals Financing instruments
Beautiful China & National Water Security to access private capital
g8 9 ”
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58 % 2 25 Bg 3% £2
(%) Q o o B ; Loy c n
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. Decoupling water
use & GDP
GDP more than v v v v v v v v

doubled in the 14FYP
but water use fell

. Create “little giants”

in water savings v v v v v v v v

Waternomic cuts of
10% by 2030

. More resilient
water infra / / / / ‘/ \/ ‘/ \/ \/

Much more spending
in the 15FYP vs 14FYP

. More grand water
diversion projects
Mismatches in GDP v v
water, people &
resources reduced

. “Spongier” cities
>80% of urban built- v v
up area must be
“spongier” by 2030

. Digital twins v.2.0
Yangtze digital twin v v v v
to optimise flows by
2027; v.2.0 by 2030

. Safeguarding
watersheds
Mountains-to-oceans v v v v v
protection &
restoration

. Dams, dams &
more dams
Pump storage share v v v v v
to rise by 2030 to up
resilience
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Key policies on water conservancy asset securitisation...

Feb 2012 Opinions on Further Improving Financial Services for Water Conservancy Reform and

*PBOC Development

NDRC This is the first time that the securitisation of water conservancy assets has been mentioned in

MOF government official policies

MWR “Wealth management funds are permitted to invest in water conservancy projects with cash flow and returns,

CBRC provided they comply with laws and regulations; pilot programs for asset securitisation of agricultural loans,

CSRC such as water conservancy construction loans, will be actively and steadily explored.”

CIRC

Nov 2014 Regulations and supporting documents for the management of asset securitisation business of

CSRC securities companies and fund management company subsidiaries
Established the basic institutional framework for corporate asset securitisation (ABS) in China
“Underlying assets may include property rights such as corporate receivables, lease receivables, credit assets,
trust beneficiary rights, infrastructure, commercial properties, and other real estate or real estate income rights,
as well as other property or property rights recognised by the China Securities Regulatory Commission.”

Jun 2017 Notice on Regulating Asset Securitisation of Public-Private Partnership Projects

MOF “Priority will be given to supporting asset securitisation in sectors such as water, environmental protection, and
transportation (in PPP projects).”

Apr 2020 Notice on Promoting the Pilot Program of Real Estate Investment Trusts (REITs) in the

CSRC Infrastructure Sector

NDRC Official start of the pilot programme for publicly offered REITs in China's infrastructure sector
“Priority will be given to supporting industries that address infrastructure deficiencies, including transportation
facilities such as warehousing and logistics, toll roads, municipal engineering projects such as water, electricity,
gas and heat, and pollution control projects such as urban sewage and garbage treatment, and solid and
hazardous waste treatment.”

May 2022 Opinions on Further Activating Existing Assets and Expanding Effective Investment

General Office
of the State

“Promote the healthy development of REITs in the infrastructure sector.” “Actively explore ways to revitalise
existing assets through market-based methods such as asset securitisation.”

Council

Dec 2022 Opinions on Strengthening Investment and Financing Services for Water Conservancy

MWR Infrastructure Construction

PBOC Support eligible water conservancy infrastructure projects to revitalise existing assets and broaden

effective financing channels.

Encourage the standardised development of public-private partnership (PPP)
securitisation, and other financing methods for water conservancy projects.

models, asset

May & Jul 2025

Notice on Matters Concerning the Reissue of Pilot Corporate Bonds and the Expansion of Asset-
Backed Securities

Shanghai &
Shenzhen Stock | Introduced the capital expansion mechanism for 'Holder-type Real Estate ABS' - once the franchise
Exchanges period of underlying assets of an ABS expires, it can introduce other underlying assets and continue to
raise funds.
Sep 2025 Notice on Further Improving the Regular Application and Recommendation Process for
NDRC Infrastructure Real Estate Investment Trusts (REITSs)
Identifies water conservancy assets as an asset type with “significant potential for issuance” and requires
“increased organisational efforts.”
Dec 2025 List of Industry Scope for Infrastructure Real Estate Investment Trusts (REITs) Projects (2025
NDRC Edition)

Defined the industry of REITs in the infrastructure sector - this includes:

— Energy infrastructure, including hydropower

— Municipal infrastructure, including urban water supply

— Ecological and environmental infrastructure, including urban sewage and garbage treatment and
resource utilisation infrastructure

- Water conservancy facilities, including water conservancy projects with functions such as water
supply and power generation.

*Please refer to the Abbreviations section for the full name of the various government ministries & regulatory bodies involved


https://www.gov.cn/gongbao/content/2012/content_2177026.htm
https://www.gov.cn/gongbao/content/2012/content_2177026.htm
https://www.sse.com.cn/lawandrules/regulations/csrcannoun/c/c_20150906_3976292.shtml
https://www.sse.com.cn/lawandrules/regulations/csrcannoun/c/c_20150906_3976292.shtml
https://czt.gd.gov.cn/zbhz/content/post_178495.html
http://www.csrc.gov.cn/csrc/c100028/c1000786/content.shtml
http://www.csrc.gov.cn/csrc/c100028/c1000786/content.shtml
https://www.mee.gov.cn/zcwj/gwywj/202205/t20220526_983496.shtml
https://www.mee.gov.cn/zcwj/gwywj/202205/t20220526_983496.shtml
http://www.mwr.gov.cn/zwgk/gknr/202510/t20251001_2080786.html
http://www.mwr.gov.cn/zwgk/gknr/202510/t20251001_2080786.html
https://www.sse.org.cn/lawrules/rule/allrules/bussiness/t20250718_614984.html
https://www.sse.org.cn/lawrules/rule/allrules/bussiness/t20250718_614984.html
https://www.ndrc.gov.cn/xxgk/zcfb/tz/202509/t20250912_1400441_ext.html
https://www.ndrc.gov.cn/xxgk/zcfb/tz/202509/t20250912_1400441_ext.html
http://zc.gjzwfw.gov.cn/art/2025/12/2/art_14_82735.html
http://zc.gjzwfw.gov.cn/art/2025/12/2/art_14_82735.html
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Financing case studies...

1) Global first Water Conservancy REIT

2024 CNY1.7bn - First-ever Water Conservancy Infrastructure REIT (Public)

Yinhua Shaoxing Raw Water Conservancy Closed-End Infrastructure Securities Investment

Fund (FRAE4H 24 7K KA daf P QIR At B AR 27 50 B8 2k <)

2) Water asset backed securities (ABS)

2025 CNY2.5bn - First-ever Hydropower Asset-Backed Real Estate Security (Private)

CITIC Securities - Sichuan Energy Development Clean Energy Holding-Type Real Estate
Asset-Backed Special Plan ({ & iEZ7- 101 el & R i il Re i Re A BUANSN B 77 SR Tit-4))

2025 CNY730mn - First-ever Water Utility Asset-Backed Real Estate Security (Private)

Fullgoal Asset - Beijing Capital Water Assets Holding-Type Real Estate Asset-Backed
Special Plan (& [ 5% - 5 QK 5535 BB 7 587 SR L TR

3) Water revenue rights backed securities

2026 CNY918mn - Water Supply Fee Revenue Rights Backed Security (Private)
Huatai - Rudong Water Group Charge Revenue Rights Asset-Backed Special Plan

(R 2RI AR K 55 B AR SR At AL % 7 S T )

2026 CNY737mn - Water Treatment Fee Revenue Rights Backed Security (Private)
CITIC Securities - Ningbo Water Wastewater Treatment Fee Revenue Rights Green Asset-
Backed Special Plan (H{&E 55~ I 7K 2515 7K b BRI S A0 2 A 4 €8 8 7 SR B 00T X1)

We recommend you read this with...

CWR's China's 15FYP Outlook for Water Security & Resiliency
2 Goals, 4 Directives, 8 Actions to prep for a new era of “Water B”

China’'s 15FYP Outlook for Water Security & Resiliency
2 Goals, 4 Directives, 8 Actions to prep for a new era of “Water B"

China is action in the next 5 years to “save water” to make sure it can
endure “Water B” with its increasingly erratic water cycle & rising water
scarcity. It's doing all this to safeguard stability for economic growth, food
& energy production as well as national security while the waterscape
shifts. We've pored through countless speeches, plans & guiding opinions
plus the 15FYP and distilled them into “2 Goals, 4 Directives & 8 Actions”.
With the onset of global water bankruptcy, China's taking smart action -
these 8 Actions have clear implications for multiple sectors, business &

finance ... Access Report



https://cwrrr.org/notices/new-cwr-report-chinas-15fyp-water-outlook-2-goals-4-directives-8-actions/
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Water Conservancy REIT - a global first from China

The information in this section is mainly sourced from “A breath of fresh air! China's first Water Conservancy REIT lists!” and “Behind the country's
first-of-its kind transaction lies crucial [property right] certificates” by the Zhejiang Provincial Department of Water Resources and the Securities

Times, a state-owned financial newspaper in China.

AREIT owns and typically operates income-producing real estate or related assets - these may be office buildings,
shopping malls, apartments, hotels, resorts, self-storage facilities, warehouses, and mortgages or loans. Most
REITs are public companies that trade on major stock exchanges, but other types of REITs are also available to
investors. In the case of a water REIT - the underlying assets are water related and the REIT structure can be a
way to facilitate private sector investments into large-scale public goods such as water resources. REITs can be a
way to allow individuals to invest in large-scale, income-producing real estate.

China thus started exploring water REITS in the 14FYP and in 2024, it issued its first Water Conservancy REIT - the
Yinhua Shaoxing Raw Water Conservancy REIT. Listed on the Shenzhen Exchange on 8 November 2024, the REIT
opened a brand-new way of raising funds in the water conservancy sector through capital markets - a first-of-its-
kind globally. The listing opened at CNY3.45, 22% higher than the reference price due to strong demand. The
offering was highly oversubscribed - 106x during the offline inquiry phase (a new record for public REIT
subscriptions), and 235x for public investors.

Key Characteristics: Three key factors contributed to the Water Conservancy REIT's success:

e Revenue-generating underlying asset: The underlying asset of the REIT is the Tangpu Reservoir project
in the city of Shaoxing, in Zhejiang Province with its raw water supply as the main revenue source.
Completed in 2002 with a total investment of around CNY945mn, the reservoir provides an average
annual water supply of over 300mn m?3 in the past decade to Shaoxing and parts of Cixi in Ningbo. In the
last three years before the issuance of the REIT, the reservoir generated operating revenues exceeding
CNY200mn per annum. This provided the REIT with a large-scale underlying asset and stable operating
revenues.

e Clearly delineated property rights: REITs require clear ownership of the underlying asset but the
Tangpu Reservoir had incomplete documentation and unclear property rights, an issue common to
many water conservancy projects in China. To resolve this, Shaoxing City coordinated and consulted with
multiple departments and because it was a first, there was also national-level support from the National
Development and Reform Commission (NDRC) and the China Securities Regulatory Commission (CSRC).
In the end, property rights for 800,000m? of land and 270,000m? of buildings were registered and 13 key
permits & certificates were granted.

e Innovative separation of public ownership from private operating rights: As water is a public good,
the REIT structure should also safeguard public interest. So, to separate public ownership from private
operational rights, the Shaoxing municipal government granted the project company a 30-year
concession right to operate activities such as water storage, abstraction and sales while the government
retains control of functions such as flood control and water dispatch. Upon expiration, the original equity
holders can reclaim the full equity in the Tangpu Reservoir at no cost. Moreover, the original rights
holders also signed an acting-in-concert agreement committing to subscribe to 51% of the REIT shares
after issuance, ensuring their control over the REIT and its underlying assets. These actions protected
public welfare while enhancing the efficiency of market-oriented asset operations.

Benefits: This first Water Conservancy REIT was not just about raising funds; it catalysed a series of innovative
actions providing win-win outcomes for various stakeholders:

e The collaborative approach to resolving historical property rights issues. Building on the systematic
resolution of property rights for the Tangpu Reservoir, Shaoxing launched a city-wide initiative for real
estate registration of water conservancy projects, becoming a national pilot site. Real estate registration
certificates were issued for 465 reservoirs - representing over 80% of the city's total - thereby laying a
solid foundation for the future revitalisation of existing water assets.
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https://slt.zj.gov.cn/art/2024/11/11/art_1567481_59045121.html
https://slt.zj.gov.cn/art/2024/10/30/art_1567479_59044929.html
https://slt.zj.gov.cn/art/2024/10/30/art_1567479_59044929.html
https://stcn.com/article/detail/1405870.html
https://stcn.com/article/detail/1405870.html
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e Funds raised were allocated to the construction of the Jingling Reservoir, a major water
conversancy project worth CNY12.3bn. 600 million shares were issued raising nearly CNY1.7bn, all of
which was fully invested in the construction of the Jingling Reservoir effectively accelerating its
implementation - see term sheet on the next page. This established a virtuous cycle between existing
water conservancy assets and new investments which will not only increase water supply but also
improve flood control, protecting the lives & property of 2.2mn people.

e Providing a mechanism for establishing the fair value of water-related assets. The listing provides
market-recognised pricing for the intrinsic value of water conservancy assets and paves the way forward
for turning other large-scale water infrastructure assets into tradable security, expanding their use. Also,
once listed, fund regulators and managers oversee the reservoir's operations, driving operating
companies to improve their management.

e Expansion of scope to all types of water and/or natural resources. This REIT was backed by
integrated water assets valued at around CNY9bn including one reservoir, two drinking water plants, one
industrial water plant and two municipal sewage treatment plants. In the future, this platform could
expand to include irrigation networks, watershed/wetland preservation and so on.

e Private sector investment in a public water asset. As the first publicly offered Water Conservancy
REIT, its successful listing has significantly enriched the types of infrastructure REIT products, giving
investors a greater diversity of investment options. This shift not only diversifies financing channels but
also aligns with global development trends such as public-private partnerships (PPPs) for climate finance.

e Scaling up financing across China’s National Water Conservancy Projects. The success of the Yinhua
Shaoxing REIT highlights that this can be replicated not only for water conservancy financing but also for
other public welfare infrastructure. Already, Hunan, Ningxia, Guizhou, Zhejiang, Shaanxi, Yunnan &
Fujian have proposed water conservancy infrastructure REIT projects. In April 2026, the Shenzhen
Exchange's website showed that a second water conservancy REIT: Yinhua Yuehai Water Resources &
Water Conservancy Closed-End Infrastructure Securities Investment Fund was submitted. The target
raise is CNY1.6bn with a fund duration of 30 years. The new REIT's underlying assets include the Feilaixia
Hydropower Project & the Chaozhou Water Supply Project where the proceeds will be invested in the
Huangmaoxia Reservoir Project & the Northern Beibu Gulf Guangdong Water Diversion Project. As can
be seen below the opportunity of such REITs to drive innovations in water resource managementis great,
fostering greater contributions toward sustainable development goals in China & beyond.

The financing opportunity ... an idea of scale:

©
CNY125bn USD1trn/year 98%

Spent on water ecological Needed for water SDGs by Of this USD165bn of funding
protection & management 2030 but current spending comes from the public
projects in the 14FYP is just under USD165bn sector; the private sector
(Ministry of Ecology & Environment, (World Bank, 2025) constitutes 2%

2025)

(World Bank, 2025)

oo &>
95k reservoirs 27trn m? @ 4bn !:!!:m::@ -

With a total storage Decline in natural water Live in water-scarce areas
capacity of 1 trillion m3 of with billions vulnerable to

water; some of these need . floods & droughts
upgrading in the last 50 years (World Bank. 2025

"O World Bank, 2025)
(Ministry of Water Resources, 2025) (World Bank, 2025

storage from degradation
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https://reits.sse.org.cn/projectdynamic/detail/index.html?id=5000055
https://reportdocs.static.sse.org.cn/UpFiles/reitsinfodisc/REITS_2D256F137232454D8F20B8232B3CFCCB.pdf
https://thedocs.worldbank.org/en/doc/61714f214ed04bcd6e9623ad0e215897-0400012021/related/WBGWaterStrategy2025-2030.pdf
https://www.worldbank.org/en/topic/water/publication/funding-a-water-secure-future
https://thedocs.worldbank.org/en/doc/61714f214ed04bcd6e9623ad0e215897-0400012021/related/WBGWaterStrategy2025-2030.pdf
https://thedocs.worldbank.org/en/doc/61714f214ed04bcd6e9623ad0e215897-0400012021/related/WBGWaterStrategy2025-2030.pdf
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China’s First Water Conservancy Infrastructure REIT

Full Name Yinhua Shaoxing Raw Water Conservancy Closed-End Infrastructure Securities Investment
Fund (SRAEZHM SR KRR} P AR R 1 IE SR 430 58 2 <)

Structure type Public REIT
Issuance Size CNY1.7 bn
Coupon Rate / returns Investors' returns are not fixed interest but rather derived from the distributable cash flow

after deducting costs from the operating income of the underlying assets.

Date of Listing 8 November 2024
Term to maturity 30 years (to 8 November 2054)
Use of proceeds Used as capital for the construction of the Jingling Reservoir project in Zhejiang Province -

the project's main tasks are flood control and water supply, combined with irrigation and
power generation, creating conditions for improving the water ecological environment of
the basin.

After completion, the reservoir will improve downstream flood control standards, address
the flood control shortcomings in the Cao'e River basin, protect the lives and property of
2.2 million people, and form a joint operation mechanism with urban reservoirs such as
Tangpu Reservoir, providing water security for 4 million urban & rural residents in Shaoxing
city and the Shengxin area.

Underlying Assets 30-year operating revenue rights for water storage, water intake and sales of Tangpu
Reservoir Project in Shaoxing City. Tangpu reservoir's total storage capacity is 235mn m?,
primarily for water supply, with flood control and irrigation as secondary functions.

Listing Platform Shenzhen Stock Exchange
Fund Manager Yinhua Fund Management Co., Ltd.

Organisations/ Investors in  Publicly offered; highly oversubscribed - the offline subscription rate was 106x, setting a
the book new record for public REITs in 2024, while the public subscription rate was 235x.

Original Equity Holder Shaoxing Raw Water Group Co., Ltd.

On 28 November 2024 soon after the listing of the REIT, MWR held a meeting in Shaoxing to promote
national water conservancy investment & financing reform. There, Minister Li Guoying emphasized the
need to learn from the listing to foster innovation in green finance and services in water conservancy:

“To effectively navigate the new trends and demands facing water conservancy investment and financing
reforms, we must reinforce our confidence and commitment to deepen these initiatives. This requires
accelerating the development of a diversified, multi-tiered, and multi-channel water financing ecosystem.
In particular, utilising innovative tools such as water REITs will be critical to establishing a long-term
financing mechanism.

This approach aims to unlock value across the entire asset lifecycle - transforming infrastructure projects
into performing assets, assets into tradable capital, capital into liquid funds, and funds back into
productive investment.”

Li Guoying,
Minister of Water Resources



https://slt.zj.gov.cn/art/2024/11/29/art_1513106_59045366.html
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Water asset backed securities

Holding-type real estate asset-backed securities (ABS) are equity financing instruments, primarily in China, that
package income-generating commercial properties - like office buildings, logistics, data centres or industrial
parks - into tradable securities without transferring ownership to investors. They raise funds based on stable,
long-term operating cash flows, offering investors high-yield, REIT-like returns while providing owners liquidity.
Outside of China, the exact equivalent of holding-type real estate ABS is primarily executed as Commercial
Mortgage-Backed Securities (CMBS) and Commercial Real Estate Collateralised Loan Obligations (CRE CLO).

In China, the local government and utility companies have started to use holding-type real estate ABS frameworks
to monetise water supply, treatment, and distribution facilities. These are backed by actual, physical, income-
producing water infrastructure assets.

Key Characteristics:

e The Underlying Assets: These are tangible physical properties, such as wastewater treatment plants,
sewage networks, or urban water supply facilities.

e How It Works: The original owner (e.g., a local municipal water group) transfers the beneficial ownership
or rights of the water plant to a Special Purpose Vehicle (SPV), usually a trust company. The SPV then
issues tradable beneficial units (securities) to investors.

e Cash Flow: The investors are paid back through the operational revenues generated by the physical
asset, such as water supply tariffs and government-paid wastewater treatment subsidies.

e Credit Rating & Security: Because they are backed by physical infrastructure that holds actual collateral
value, these securities usually feature higher credit ratings. Investors also hold direct equity claims
against the asset value upon liquidation.

Benefits:

e For Originators/Owners: Enables the “revitalisation” of massive existing water assets, providing
liquidity to reduce debt and improve asset turnover, without losing control of the asset as long-term
operational management rights are retained through signing a contract with the SPV.

e For Investors: Offers relatively safe investment returns (often with high ratings) supported by stable
water infrastructure income.

The financing opportunity ... an idea of scale:

a China Hydropower Expansion @ 1 .47TW in 2025

Includes pump storage
Global hydropower capacity
including pump storage; China
accounts for 30% of this

(International Hydropower Association, Jun 2026)

+27%
+21% 122GW

&

570
448 GW >1.8TW by 2030

370 GW .
under a net zero scenario
GW
>20%
2020 2025 2030F Of this will be over 55 years
old by 2030; upgrades will be
Source: CWR, Statistical Communiqué on National Economic needed for modernisation

& Social Development, 15FYP New Energy System (International Energy Agency, 2020-2030)
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Full Name

Structure type
Issuance Size

Coupon Rate /
returns

Date of Listing

Term to
maturity

Use of

proceeds

Underlying
Assets

Listing
Platform

Fund Manager
Organisations/

Investors in
the book

Original Equity
Holder

China's first Hydropower Asset-
Backed Real Estate Security

CITIC Securities - Sichuan Energy
Development Clean Energy Holding-Type
Real Estate Asset-Backed Special Plan (115
UEZR-PU N BE U8 R T B U+ A AN B 7 5F
FASCRFR TR

Real Estate ABS

CNY2.5bn

Bullet repayment (principal at maturity;
interest paid periodically, final interest +

principal on 2/28/2070) - no details on
coupon rate.

4-Nov-25
28-Feb-70

The raised funds will be invested in new
clean energy projects

5 cascade hydropower stations on the
Hengjiang River Basin, Sichuan (Total
installed capacity: 278MW)

Shenzhen Stock Exchange

CITIC Securities

A total of 38 investors participated in the
subscription, resulting in an
oversubscription rate of 15 times. Specific
institution names were not disclosed.

Lhasa Jinding Xingneng Enterprise
Management Partnership (Limited
Partnership), a subsidiary of Sichuan
Energy Development Group Co., Ltd.

FINANCING RESILIENCE
WHITE PAPER SERIES/

China's first Water Asset-Backed
Real Estate Security

Fullgoal Asset - Beijing Capital Water
Assets Holding-Type Real Estate Asset-
Backed Special Plan (& [ %t -5 7k 5 #¥
A B 57 SRR IR)

Private ABS
CNY730mn

Not applicable (This is an equity-type
product with no fixed coupon rate; returns
come from dividends generated by the
operation of the underlying sewage
treatment projects.) Distributions are
made semi-annually.

25-Sept-25

30-Nov-42

Will optimise the corporate capital
structure, reduce the asset-liability ratio,
and unlock the value of existing assets

Dalian Dakai Domestic Wastewater
Treatment Project (100,000 tons/day,
serving approx. 200,000 residents) +
Dalian Dagushan Industrial Water
Treatment Project (70,000 tons/day,
industrial wastewater accounts for over
95%)

Shanghai Stock Exchange
Fullgoal Asset Management (Shanghai) Co.,
Ltd.

Private placement, restricted to
institutional investors

Beijing Capital Eco-Environmental
Protection Group Co., Ltd.
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Water revenue rights backed securities

Revenue rights backed securities are a specialised type of ABS where investor payouts are tied directly to specific
revenue streams rather than traditional loan or debt repayments. These securities convert anticipated earnings
into upfront capital without diluting ownership or taking on traditional corporate debt.

Key Characteristics:

The Underlying Assets: The asset is intangible as it is the exclusive, legally established right to generate
income from water supply or treatment over a set period in a specific location.

How It Works: Instead of selling the physical water asset, the originator isolates just the future income
stream. These future rights are bundled through an SPV and sold to investors.

Cash Flow: The cash flows used to pay investors are the end-user fees collected over time, rather than
the intrinsic value or depreciation of a physical asset.

Credit Rating & Security: These securities are highly dependent on the stability of the cash flow and
the creditworthiness of the entity promising to pay. Investors do not take ownership of the physical plant.
If revenues fall short, there is no physical asset to liquidate; investors must have guarantees or municipal
creditworthiness.

Benefits:

For Originators/Owners: Enables the “revitalisation” of massive existing water assets, providing
liquidity to reduce debt and improve asset turnover without losing control of the asset, or to invest in
new projects.

For Investors: Offers a way to diversify portfolios with yields that are generally less correlated to broader
stock market or economic shifts from water supply and/or treatment revenues that are typically stable.

The financing opportunity ... an idea of scale:

100

Water Supply - Municipal Wastewater Treatment - Total
Billions of cubic metres Billions of tons
100
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0
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Source: CWR, NBSC, China Ecological Environment Statistical Annual Report

®) ZXMiii 3.5bn 2mn tons/day
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Full Name

Structure type
Issuance Size

Coupon Rate /
returns

Date of Listing

Term to
maturity

Use of
proceeds

Underlying
Assets

Listing
Platform

Fund Manager
Organisations/

Investors in
the book

Original Equity
Holder

Water Supply Fee Revenue
Rights Backed Security

Huatai - Rudong Water Group Charge
Revenue Rights Asset-Backed Special Plan
(HRZR-IN AR 7K 55 B WS B WAL R LR 7 S Tt
ize))

Private ABS
CNY918mn

Four types:

- Tranche 1: CNY330mn, 3-year term,
coupon rate 1.85%

- Tranche 2: CNY254mn, 5-year term,
coupon rate 2.35%

- Tranche 3: CNY139mn, 5+1-year term,
coupon rate 2.50%

- Tranche 4: CNY146mn, 5+2-year term,
coupon rate 2.50%

28-Jan-26
Tranche dependent - 3-7 years

For Rudong's water conservancy projects
and infrastructure upgrades.

Water supply toll revenue rights (k7K i %1%
#A0) within Rudong County's jurisdiction

Shanghai Stock Exchange

Huatai Security Asset Management
Include Bank of Jiangsu, Bank of Nanjing,
Huaxia Bank, SPD Bank, China Everbright
Bank

Rudong Water Group

FINANCING RESILIENCE
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Water Treatment Fee Revenue
Rights Back Security

CITIC Securities - Ningbo Water Wastewater
Treatment Fee Revenue Rights Green Asset-
Backed Special Plan ({1 {5 iiF #2- 7 I /K 5595 K
Ak P B B A 2 €00 T 7 S TR

Private ABS

CNY737mn

1.90%

27-Jan-26

6.8 years (End: 29-Nov-32)

Replace the group's existing high-interest
debt and is expected to save nearly
CNY10mn in annual interest expenses
during the issuance period. The Ningbo
Water & Environment Group is focusing on
raw water supply, tap water generation and
sales, wastewater treatment and reclaimed
water application. The saving of CNY10mn
can help the company to increase its
investment in these water-related projects.

The wastewater treatment fee rights
Shanghai Stock Exchange

CITIC Securities

Private placement, restricted to institutional

investors; 4x oversubscribed

Ningbo Water and Environment Group Co.,
Ltd.
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Abbreviations

ABS Asset Backed Security Units:
. . o bn billion
CBRC China Banking Regulatory Commission
) o CNY Chinese Yuan
CIRC China Insurance Regulatory Commission .
. o GW gigagwatt
CLO Collateralised Loan Obligations K thousand (000)
CMBS Commercial Mortgage-Backed Securities km kilometre
CRE Commercial Real Estate m3 cubic metre
CSRC China Securities Regulatory Commission mn million
FYP Five-Year Plan MW megawatt
MOF Ministry of Finance trn trillion
o ) T™W terawatt
MND Ministry of National Defence )
usb United States Dollars
MWR Ministry of Water Resources
NBSC National Bureau of Statistics of China
NDRC National Development and Reform Commission
PBOC People's Bank of China
ODA Official Development Assistance
REIT Real Estate Investment Trust
SOE State Owned Enterprises
SPV Special Purpose Vehicle
WMO World Meteorological Organization
About CWR Published by:
CWR
In an era marked by unprecedented accelerating water & climate threats, CWR
aims to unpack and value complex climate & water risks; rethink transition to Publication Date:
“slow down" these risks; and build resilience so that finance, corporates and September 2026
governments can all make better decisions today for water tomorrow. Since
2011, the think tank has worked from its Hong Kong base to engage with global Copyright:
finance and business in understanding and managing various types of water & ©CWR 2026,
climate risks in China and across Asia. CWR's collaborative reports with All rights reserved
financial institutions, IGOs, scientists as well as government related bodies are
widely cited by the media to banks and the IPCC - they have been instrumental Contact:
in understanding Asia’s water challenges and informing disclosure For any enquiry
frameworks; they compel us to rethink climate & water risks for resilience. please contact:
info@cwrrr.org
Disclaimer

This document (“Document”) has been prepared by CWR for general introduction, overview and discussion purposes only and does not
constitute a comprehensive statement of any matter and it should not be relied upon as such. The Document should not be regarded by
recipients as a substitute for the exercise of their own judgment. Information contained in this document has been obtained from, or is based
upon, third party sources believed to be reliable, but has not been independently verified and no guarantee, representation or warranty is
made as to its accuracy or completeness. All statements contained herein are made as of the date of this Document. CWR makes no
representation or warranty, expressed or implied, with respect to the accuracy or completeness of any of the information in the Document,
and accepts no liability for any errors, omissions or misstatements therein or for any action taken or not taken in reliance on this Document.
None of CWR, its sponsors, affiliates, officers or agents provide any warranty or representation in respect of information in this Document. In
no event will CWR be liable to any person for any direct, indirect, special or consequential damages arising out of any use of the information
contained in this Document. This Document, graphics and illustrations must not be copied, in whole or in part or redistributed without the
written consent of CWR (copyright © CWR, 2026, all rights reserved).
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