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Abstract: As a new financial tool that uses raised funds to invest in eligible green projects, green bonds can help peak
carbon dioxide emissions and carbon neutrality, but there are institutional problems in establishing market trust and effec-
tively internalizing the positive externalities of environmental benefits. Chinese experience provides a meaningful example of
how a transitional economy can develop a burgeoning green bonds market through the mandatory institutional changes of ad-
ministrative forces. China is facing huge challenges: first, localization of green standards during economic transition, low
green utilization rate of raised funds, and non — compulsory disclosure of environmental benefits; second, financial institu-
tions and state — owned enterprises are still the main green bonds issuers and private enterprises have insufficient initiative
to participate in green development, and the effect of internalization of positive externalities of environmental benefits is not
obvious; third, the incentive and restraint mechanism of green bond investing and financing entities in the emerging market
is out of balance, and environmental risk prevention and control awareness and management methods are lacking, the sub-
sequent supervision of green bonds market is difficult. In the future, it is necessary to focus on emission peak and carbon
neutrality to give more play to the leading role of market forces while retaining the advantage of the government as a driving
forces, and take effective measures, including but not limited to improving the legal system to promote China’ s green
standards in line with international standards, increasing the proportion of raised funds used for green projects, enforcing
environmental benefit information disclosure and highlighting quantitative indicators, strengthening positive incentives for
investing in green bonds, completing legal liability constraints on violations such as green — washing, promoting effective
management and method to address climate risks, and making full use of financial technology to implement effective super-
vision.
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