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CHINA’S CARBON MARKET STRUCTURE

SUMMARY

China’s carbon market combines CEA for regulating emissions in key 
sectors with �&�&�(�5���D�V���D���±�H�[�L�E�O�H���R�­�V�H�W���P�H�F�K�D�Q�L�V�P, balancing stringency and 
�±�H�[�L�E�L�O�L�W�\�����'�H�V�S�L�W�H���D���O�D�W�H���V�W�D�U�W�����L�W�V��nationwide scale and �U�D�S�L�G���H�[�S�D�Q�V�L�R�Q 
�S�R�V�L�W�L�R�Q���L�W���I�R�U���S�R�W�H�Q�W�L�D�O���J�O�R�E�D�O���O�H�D�G�H�U�V�K�L�S��

Understanding the Challenges and 
Opportunities of China’s Carbon Market

WHY IT MATTERS

Carbon neutrality 
target:

2060
>20%
�R�I���J�Oobal carbon 
emissions

1. Mandatory Market (since 2021)

�&�D�S���D�Q�G���7�U�D�G�H���4�X�R�W�D��
�7�U�D�G�L�Q�J

Carbon Emission 
Allowances (CEA)

�&�R�Y�H�U�V���V�H�F�W�R�U�V���O�L�N�H���S�R�Z�H�U��
generation

2. Voluntary Market (since 2024)

�&�K�L�Q�D���&�H�U�W�L�°�H�G���(�P�L�V�V�L�R�Q��
Reductions (CCER)

�2�S�H�Q���W�R���D�O�O���H�Q�W�H�U�S�U�L�V�H�V

Weak caps     reliance on intensity benchmarks 
�D�Q�G���I�U�H�H���D�O�O�R�Z�D�Q�F�H���D�O�O�R�F�D�W�L�R�Q�V

�*�O�R�E�D�O���F�R�P�S�H�W�L�W�L�R�Q�����������Q�H�H�G���I�R�U���L�Q�W�H�U�Q�D�W�L�R�Q�D�O��
alignment

Low liquidity �����������Z�H�D�N���S�U�L�F�H���V�L�J�Q�D�O�V

Scale     could match EU by 2030

�*�O�R�E�D�O���L�Q�±�X�H�Q�F�H�����������V�K�D�S�L�Q�J���F�O�L�P�D�W�H��
governance

Stronger pricing     more auctions, carbon 
derivatives

�3�K�D�V�H���,
����������������������

�3�K�D�V�H���,�,
����������������������

�3�K�D�V�H���,�,�,
(Since 2020)

• Pilot carbon 
emission trading 
market launched

• National market 
�S�O�D�Q�Q�H�G��

• �5�H�D�G�\���I�R�U���W�U�L�D�O���L�Q��
��������

• National market launched (July 2021)
• By March 2025: steel, cement, 

aluminium included
• �&�R�Y�H�U�V���!���������R�I���&�K�L�Q�D�0�V���H�P�L�V�V�L�R�Q�V��
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DEVELOPMENT TIMELINE3

KEY CHALLENGES4 KEY OPPORTUNITIES5


