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An Analysis of Green Bonds: Can Environmental Benefits Affect Financing Costs?
HU Yan' CHEN Luhan' HUA Wei' HE Jing’
(1.Financial Markets Department, Agricultural Bank of China;
2.Strategic Planning Department, Agricultural Bank of China)
Abstract By analyzing environmental benefits driven by green industrial bonds from the perspectives of industry
and project categories, it is apparent that there are significant differences in the carbon reduction benefits corresponding
to the amount of funds raised. Empirical research has found that there is currently no significant correlation between
the premium of green bonds and their carbon reduction benefits. Only state-owned enterprises and entities with a strong
financial position have significant advantages in issuance pricing. Green bond issuers who do not meet the above
conditions, even if the carbon reduction benefits of their bonds is significant, still struggle to effectively reduce financing
costs. As a result, environmental benefits have not yet effectively played a role in guiding capital flows. In the future, with
the improvement of the quality of green bond information disclosure, it is imperative to improve relevant mechanisms
to guide funds to effectively support green projects. This would promote more precise pricing of environmental benefits
of green bonds so that green bond issuers can obtain financing cost savings that match corresponding environmental
benefits. That in turn would promote a virtuous cycle for the green bond market.
Keywords Green Bond, Environmental Benefit, Carbon Reduction, Financing Cost
JEL Classification C23 GI12 G32
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