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ANALYSIS OF THE DEVELOPMENT TREND OF GREEN FINANCE IN CHINA

This paper explores the increasingly important role of green finance in China’s economic strategy. Using
a literature review and empirical research method, the paper explores the impact of policy, innovation and
market demand on green finance and presents a diversified development trend driven by policy, market
expansion and product innovation. The conclusions obtained are that policy support, market demand and
technological innovation are the main drivers of China’s green finance, creating a virtuous circle for the
Sustainable development of China’s green finance. It is recommended to deepen international cooperation,
strengthen risk management and enhance public awareness of green finance to fully realize the potential of
green finance. Despite the challenges, this study highlights the fact that green finance can play a key role in
achieving carbon neutrality and transforming the economy to a green and low-carbon model.
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Ananusz menoeHyull pazeumus «3eaenvlxy punarncoe ¢ Kumae

Hccnedyemes pacmywas ponv «3efeHbix» QuUHAHCO8 8 dKoHoMudeckol cmpamezuu Kumas. Hcnonv3ys
0030p IUMepamypbi, NPUMEHIEMC MeNMOo0 IMRUPUYECKO20 UCCIEO08AHUSL, NPOBOOUMCS AHANU3 GIUSHUS NONU-
MUKY, UHHOBAYUL U PBIHOYHO20 CNPOCA Ha «3eienoey» unancuposanue. Ilpedcmaesnena menoenyus ousepcu-
Quyuposannoco pazgumus, 00YCIOBIEHHASI NOIUMUKOL, PACUUPEHUEM DbIHKA U UHHOBAUUSAMU 6 NPOOYKMAX.
Coenan 6b1600, UMoO NOIUMUYECKASL NOOOEPIHCKA, PHIHOYHBIL CAPOC U MEXHOLO2UHECKUe UHHOBAYUU SAGNSIOMCS
OCHOBHBIMU OBUNCYWUMU CULAMU «3eleHblxy (uHancoe Kumas, cozdasas Oiazonpusimuule YCiogus O €20
yemouuugeo2o pazeumus. Pexomendyemes yenyonsimo mesicOyHapooHoe compyoOHU4ecmao, YCunueams ynpasie-
HUE PUCKAMU U ROBLIUUAMb OCECOOMIEHHOCb 0OWECTNEEHHOCU O «3€/IeHbIXY UHAHCAX, YMOObl NOIHOCHBIO
Peanu306ams NOMeHyual 3mo2o uncmpymenma pazeumus. Coenan akyenm Ha mom, Ymo «3eleHoe» GUHAHCU-
POBAHUE MOJICEM Cbl2pamb KIIOUEYI0 POb 6 OOCHUICEHUU Y2IePOOHOU He3A6UCUMOCMU U NPeobpaz0eanuu
OKOHOMUKU K «3€NEHOUY U HUZKOY2NePOOHOU MOOEU.

Knrouesvie cnosa: senenvie ghunancol, ycmouuusoe pazgumue, meHoenyuu pazsumus, Kumail.

environmental ~ protection  projects  and
promotes the optimization of industrial

Foreword
With the increasingly severe global

environmental problems, green finance, as a
key tool in promoting the economic
transformation to green development, plays a
crucial role in the development of China’s
economy.

As the world’s largest developing
country and a major emitter of carbon dioxide,
China is facing a severe challenge of achieving
the dual goals of economic growth and
environmental protection [1-3].

Green finance arises in this background.
It not only promotes the flow of capital to

structure, but also is a key way to achieve the
United Nations Sustainable Development
Goals (SDGs) [4].

Case analysis

In the future, the development trend of
green finance in China will be reflected in the
market expansion under the guidance of
policies, the rich products and services under
the mechanism innovation, and the green
concept driven by market demand [5].
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Green finance is not only limited to
China (table 1), but also will further strengthen

important financial instrument to support the
sustainable development of China and even the

international

cooperation and become an

Table 1 — Policy guidance cases of China’green finance

world [6].

Order . - Mechanism Development trend
Policy guidance cases . ) Market demand cases -
number innovation case prediction
Huawei Release the
The People’s Bank of | Industrial Bank | green sustainable de- The reen  bond
1 China issued the Cata- | launched the first | velopment report and marketgwill expand
logue of Projects Support- | green credit asset se- | increase investment further P
ed by Green Bonds curitization product in the green supply
chain
The Shanghai Pu-
. Tencent announced
The National Develop- | dong Development o . .
the realization of | Green financial
ment and Reform Com- | Bank has set up a
S . ; 100 % green power | products and ser-
2 mission issued the Guid- | green finance de- . .
. procurement, to pro- | vices will be more
ing Catalogue of Green | partment to promote O
Industries green finance busi- mote the green data | diversified
. centers
ness exclusively
The China Banking and The Bank of Beijing Alibaba has proposed . .
Insurance Regulatory has issued areen fi- the «Green Double | Green finance will
3 Commission issued the nancial bondgs 0 SUD- 11» initiative to pro- | be more deeply inte-
Guidelines on Green Fi- ort areen trans ortg- mote the green de- | grated into all indus-
nance for the Banking and fion gro'ects P velopment of the e- | tries
Insurance Industry proj commerce industry
The Industrial and ID has launched a
Government departments | Commercial Bank of reen suooly  chain The international
4 have set up pilot zones for | China has launched a glan to rgr%gte envi- cooperation in green
green finance reform and | «green travel» credit Eonmentpall friend| finance will be fur-
innovation card to encourage a roducts y Y| ther strengthened
low-carbon life P
The Agricultural . .
The Ministry of Finance | Bank of China has Bét:rli)ar;(;% adgrﬁ)grthe_ Serggrr:weggair;:eorgm
5 has issued a number of | launched green agri- Savin technolo g)i/n 100l to su oFr)t Sus-
preferential tax policies | culture loans to sup- g 109y . PP
. . | the construction of | tainable develop-
for green bonds port ecological agri-
: the data center ment
culture projects

Source note — The authors’ own development.

Empirical research design is an im-
portant part of the development trend analysis
of green finance in China, aiming to verify the
rationality of theoretical prediction through
rigorous data analysis.

The empirical research scheme of this
study is called «Empirical Research on the De-
velopment Trend of Green Finance in Chinay,
and its core goal is to verify the consistency
between the actual development of green fi-
nance in China.

In this paper, the data comes from the
China’s financial database, which records the
dynamics of the green financial market in de-
tail, including the issuance of green bonds.

At the same time, we will also extract
specific information from the data of Chinese

green bond issuance, as well as the green fi-
nance related data of listed companies, which
will provide us with empirical evidence for en-
terprises to practice green finance.

The green finance policy document pub-
licly released by the government will also be-
come an important information for our under-
standing of the policy orientation.

In terms of variable selection, the devel-
opment degree of green finance is set as the
dependent variable, and specific indicators
such as the issuance of green bonds.

Independent variables include govern-
ment support for green finance, such as the
number of policies; financial market maturity,
reflecting market recognition of green finance;
and enterprises’ willingness to invest in green,
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which will be obtained through questionnaires
or public data.

Control variables include macroeconom-
ic status, the level of industry development and
environmental protection needs to ensure the
robustness of the research results.

In the model construction stage, multiple
linear regression model was adopted, and the
above variables were included in the analysis
to reveal the influence degree and interrela-
tionship of each factor on the development de-
gree of green finance.

We will query the data obtained through
the financial database, combine the first-hand
research data, conduct descriptive statistical
analysis, correlation analysis and multiple line-
ar regression analysis, to ensure the scientifici-
ty and effectiveness of the model.

Table 2 — Indicator category of China’s policy

The expected outcome will be to quanti-
fy the extent to which factors affect the devel-
opment of green finance, which will help vali-
date the predictions of theoretical analysis and
provide a decision basis for policy makers and

financial institutions.

However, we are also aware of possible
research limitations, such as the data sources
may not be comprehensive enough, some vari-
ables are difficult to quantify, and the findings
may be influenced by the macroeconomic en-
vironment and policy changes.

Therefore, we will fully consider these
potential effects when designing the study pro-
tocol to improve the reliability of the findings.

The following (table 2) is the introduc-
tion of the model selection indicators, and the
data are all quarterly frequency data.

pendent variable)

Indicator category Specific indicators Data sources Detail
From 2016 to the end of
Development of o the first quarter of 2024,
green  finance (de- Issuance sca_le_ of green | The CEIC statistical | a total of 2,2_86 new green
bonds (100 million yuan) database bonds were issued in Chi-

na, with a scale of 3,65
trillion yuan

Number of green finance
policies issued by the
government

Green finance policy

The International Institute
of Green Finance, Central
University of Finance and
Economics

In 2023, more than 10
major national green fi-
nance policies will be is-
sued

Green-credit policy Green credit increment

Oriental Fortune network
data center

By the end of 2023, the
balance of green credit
was 30,08 trillion yuan

Number of ESG public

ESG invest offering funds

The International Institute
of Green Finance, Central
University of Finance and
Economics

In 2022,50 new ESG pub-
lic funds will be added

Macroeconomic

N GDP rate of rise
situation

Oriental Fortune network
data center

China’s GDP will grow
by 3,0 % in 2022

Total investment in the
environmental  protection
industry

Environmental
protection needs

The CEIC
database

statistical

In 2022, the total invest-
ment in the environmental
protection industry will
be about 650 billion yuan

Green financial risk
management measures
and implementation cases

Green financial risk
management

The International Institute
of Green Finance, Central
University of Finance and
Economics

A number of green finan-
cial risk management
guidelines have been
issued, and 50 risk
assessment projects have
been launched

Source note — The authors’ own development.

Experimental results and analysis
1. Descriptive statistical analysis




74 Becnix Bpacyraza yHisepcimama. Cepoia 2. 'icmopois. Oxanomika. [lpasa  Ne 2 [ 2024

Scale of green bond issuance within China in
the past three years (100 million yuan)
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Figure 1 — Scale of green bond issuance within China in the past three years, 100 million yuan

Source note — The authors’ own development.

First analysis of independent variables, 2021 Q1 to 1300 yuan to 2023Q2 over 250 bil-
nearly three years in China green bond issu- lion yuan, it can be seen in the period of rapid
ance scale roughly presents the upward trend, development, and Q22023 green bond issuance
in the perspective of China's green financial is cold.

development fluctuation rising trend, since
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Number of policies aEH Number of ESG public funds e Green loan increment
Figure 2 — Number of Policies and ESG public funds Source note: the authors’ own development
Source note — The authors’ own development.
Then the other three dependent variables while the increment of green loans showed a
were analyzed, among which the number of gradual upward trend.
policies and the number of ESG public offer- 2. Correlation analysis
ing funds were seasonal in different quarters, Next, we conducted a correlation analy-

sis of each variable to preliminarily judge the
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impact of each factor on the development of
green finance in China, so as to prepare for the

following modeling.
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Figure 3 — Heatmap of modeling

Source note — The authors’ own development.

Through the correlation analysis and
drawing the heat map, we can see that the de-
pendent variable Scale is positively correlated
with the number of policies and the number of
ESG public funds, and the correlation coeffi-
cient is between 0,25 and 0,40, while the corre-

Table 3 — Multiple regression model result

lation with the green loan increment is almost
0,3 Multivariate linear model construction.

We constructed a multiple regression
model for the above four variables, and the re-
gression coefficient estimates are as follows
(table 3).

Estimate Std. Error t value Pr
Intercrpt 993,36 817,82 1,215 0,255
Number of policies 45,85 104,5 0,39 0,671
Green loan increment 105,32 225,18 0,468 0,651
Number of ESG public funds 14,52 7,49 2,343 0,034

Source note — The authors’ own development.

It can be seen that the variable Number
of ESG public funds was significant in the
model (P < a — 0.05), but the remaining varia-
bles were not significant at the confidence lev-
el of a = 0.05, which may be related to our
sample size (short time interval). The goodness
of fit of the model, R-square = 0,1837, indicat-

ed that the regression variables could explain
18,37 % of the changes of the dependent vari-
able. The F statistic value of the model was
2,55 (P = 0,022 < 0,05), indicating that the
model was overall significant.

According to the model results, we can
see that the number of green policies, the in-
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crement of green loans and the number of ESG tion analysis, and the largest role in promoting
funds all promote the development of green fi- the development of green finance.

nance, but different variables have different ef- Here are the specific cases summarized
fects, and the number of ESG funds plays the from the model (table 4).

most significant role in the model and correla-

Table 4 — Specific cases

Amount | Emission

Type invested | reduction Analysis
Order | Empirical | of green (100 offect Banking | Project| Influencing of action
number cases finance i1 institution | leader factor hani
rojects million | (tons mechanism
P yuan) | CO2e)
Government
subsidies and
North preferential tax
China . policies have
1 Wind Clean 20 30 Ban!< Zhang Policy increased project
energy of China Hua support

Power revenue and
Project promoted the
development
of green finance
With the aggra-
vation of envi-
ronmental
pollution prob-
The Yang- lems, the de-
tze River | Prevention . . . mand for pollu-
Agricultural|  Li |[Environmenty .. .
2 Water | and control 15 20 b . . tion prevention
. ank Ming |l requirement
treatment | of pollution and control
project projects increas-
es, which pro-
motes the in-
vestment of
green finance
The growth
of the market
demand for
energy-saving
buildings has
G_regn Building Bank | Wang Market erven the
3 building energy 10 15  |for economic| A. investment
. . ) Qiang demand :
project |conservation construction of green finance
and achieved
a win-win situa-
tion between
economy and
environment
Continuous
innovation
in photovoltaic
technology has
Northwest . reduced costs,
4 Photovoltai Renewable 25 35 ICBC g(hen Technical improved
c Project energy 130 progress project  attrac-
tiveness, and
increased partic-
ipation in green
finance

End of table 4
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Green
transportati
on project

Mass transit 18 25

of communi-

Financial insti-
tutions should
undertake their
social responsi-
bilities, promote
green transpor-
tation projects,
reduce carbon
emissions, and
contribute to the
development of
green finance

Bank Social

responsibility,

Liu
cations Yang

Source note: the authors’ own development.

3. Robustness test

In this section, we test the robustness of
the constructed model. First, we look at the re-
sidual map of the model. We can see that the

residue roughly fluctuates around 0, and there
is no significant trend. It can be considered that
the model residue roughly meets the 0 mean
assumption.

Residuals vs Fitted
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Figure 4 — Residual map of the model

Source note — The authors’ own development.

Then we tested whether the model has a
multicollinearity problem.

Table 5 — VIF values of the three variables

The VIF values of the three variables
were less than 2, indicating that the model does
not have multicollinearity (table 5).

Variable VIF
Number of policies 1,187651
Green loan increment 1,188495
Number of ESG public funds 1,376555

Source note — The authors’ own development.
Conclusion and discussion
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After detailed theoretical analysis and
empirical research, this paper deeply discusses
the development trend of green finance in Chi-
na. We find that in recent years, the Chinese
government has attached more importance to
green finance, and the introduction and imple-
mentation of relevant policies have promoted
the rapid development of financial products
such as green credit and green bonds. Accord-
ing to statistics from the People’s Bank of Chi-
na, from 2016 to 2020, the average annual
growth rate of China’s green bond issuance
scale exceeded 30 %, showing the strong
growth momentum of the green finance mar-
ket. The development characteristics of green
finance are clear policy orientation, increasing
market demand and driven by technological
innovation. Financial institutions gradually re-
alize the long-term value of green investment,
and green credit has become an important part
of the banking business. However, the green
financial products in the market still have
problems such as information asymmetry and
inaccurate risk pricing, which requires further
market regulation and improvement. In the fu-
ture, we suggest that China’s green finance
should deepen international cooperation, learn
from the international advanced experience,
and enhance the internationalization level of
green finance. Strengthen the risk management
of green finance, establish a more perfect envi-

ronmental, social and governance (ESG) in-
formation disclosure system, and improve the
efficiency of green investment decision-
making for market participants. Education and
training should be further strengthened to en-
hance the public's awareness of green finance
and form a green finance culture of the whole
society.

Looking ahead, with the urgency of the
global climate change issue and the advance-
ment of the domestic sustainable development
goals, green finance has a broad development
prospect in China. It is expected that green fi-
nance will become an important driving force
for the strategic transformation of financial in-
stitutions, and will play a key role in achieving
the goal of carbon neutrality and promoting the
green and low-carbon transformation of the
economy. However, as challenges and oppor-
tunities coexist, China’s green finance still
needs to constantly innovate and improve to
adapt to the increasingly complex environment
and social responsibility needs. The develop-
ment of green finance in China has shown a
positive trend, but it still faces many challeng-
es. Through deepening theoretical research and
practical exploration, we believe that green fi-
nance will play an increasingly important role
in China's economic and social development,
helping to help achieve a green, low-carbon
and sustainable future.
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