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ABSTRACT: Climate change has emerged as the 

century's defining political and economic concern, 

and it is likely to remain so for the foreseeable 

future. Governments, investors, corporations, and 

private individuals throughout the world are 

beginning to take action in response to the climate 

crisis, particularly with regard to decarbonisation 

strategies. To support operations that reduce Green 

House Gas (GHG) emissions and aid enterprises in 

responding to the consequences of climate change, a 

low-carbon or green economy would require 

unprecedented amounts of new capital investment, 

particularly in the form of green finance. As a result, 

it is critical to grasp what green finance is and why 

it is vital. So, this article discusses about concept, 

pros and cons & recent situation of Green Finance. 
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I. INTRODUCTION 
Because of the boundless disregard in 

controlling poison emanations, natural 

contamination has arrived at a basic level, bringing 

about a critical climb in worldwide temperatures and 

presenting serious difficulties to our biological 

climate. To restrict an Earth-wide temperature boost 

to 1.5°C and deflect disastrous environmental 

change, states all over the planet have started 

different monetary measures to empower 

maintainable variation and relief activities. 

The idea of a low-carbon economy, zeroing 

in on “low energy consumption and low pollution” 

has quickly turned into a worldwide agreement and 

core value for financial improvement across 

countries. This low-carbon economy lines up with 

the earnest need to address environmental change, 

provoking a revaluation of conventional monetary 

hypothesis. Thus, the improvement of the low-

carbon economy has led to green money, which fills 

in as a public strategy system that coordinates the 

universe of money and business with harmless to the 

ecosystem rehearses. 

The Paris Climate Agreement (PCA) under 

the United Nations Framework Convention on 

Climate Change (UNFCCC) and the 2030 Plan for 

Reasonable Turn of events, alongside its 2015 

Sustainable Development Goals (SDGs), require a 

yearly speculation of US$ 1.5 trillion in green 

funding until 2030 to accomplish the illustrated 

targets. In this manner, green finance assumes a 

vital part in preparing capital for the green market 

and is irrefutably instrumental in tending to 

environmental change and advancing sustainability. 

Green Finance means to make a harmony 

among nature and financial matte₹ However, there 

is no obvious definition for Green Finance, any 

money related help furnished for projects with the 

significant point of adding to supportability like the 

development of green structures, productive 

administration of energy, squander the board, 

conservation of biodiversity, projects connected 

with sustainable wellsprings of energy and other 

related ventures can be named as Green Financing. 

Government Investments are not adequate to meet 

the prerequisites under these ventures. Drives from 

the Private and cross-line ventures ought to be urged 

to fulfil the rising needs. Simultaneously, 

administrative system and legitimate arrangement 

activities are expected to resolve the issues 

connected with gathering pledges and the utilization 

of those funds. 

The funding of renewable energy 

production, energy efficiency management and 

green investment products is not prioritized due to a 

lack of awareness, subsidies for fossil fuels in 

various countries, a bias towards low returns, fear of 

trust issues, mismanagement of funds, and other 

facto₹ Finance and the environment are treated as 

two distinct areas and no appropriate steps are taken 

to incorporate this approach. 
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II. KEY PLAYERS IN GREEN FINANCE 
Primary Players in green finance 

encompass individuals, organizations, or institutions 

that hold crucial importance in propelling 

sustainable and ecologically conscious investments 

and financial methodologies. These influential 

entities actively contribute to the progression of 

green finance initiatives, backing projects and 

enterprises that foster environmental preservation 

and combat the challenges posed by climate change. 

Some of the noteworthy figures in the realm of 

green finance are Green Banks, Sustainable 

Investment Funds, Multilateral Development Banks 

(MDBs), Green Bonds Issuers, Corporate Leaders, 

Green NGOs and Advocacy Groups, Regulators and 

Policy Makers, Research Institutions and Rating 

Agencies. 

In general, these pivotal players in the field of green 

finance play a vital role in directing investments 

towards initiatives and enterprises that actively 

promote environmental sustainability. Their efforts 

facilitate a shift towards an eco-friendlier and 

sustainable economy. 

 

III. AREAS COVERED BY GREEN 

FINANCE 
[1]. Green Banking: Green banking, alternatively 

termed sustainable banking or ethical banking, 

involves integrating environmental and social 

factors into the financial decision-making of banks 

and similar institutions. The primary objective of 

green banking is to advance eco-friendly and 

socially conscious practices within the financial 

sector, while concurrently fostering sustainable 

development. The various practices used as a part of 

green banking are such as Online Banking, Green 

mortgage, Green home equity loan, Green credit 

cards etc. 
[2]. Green Stock Exchanges: Green stock 

exchanges, also referred to as sustainable or 

responsible stock exchanges, are financial markets 

that give priority to and advocate for investment 

practices that are environmentally and socially 

responsible. These exchanges go above and beyond 

conventional financial markets by incentivizing 

companies to reveal their environmental, social, and 

governance (ESG) performance while facilitating 

the trading of securities issued by sustainable and 

socially conscious businesses. 

[3]. Green Insurance: While the insurance industry 

is not directly responsible for environmental 

degradation and does not play a role in formulating 

regulations on environmental issues, it plays a 

crucial role in supporting green financing. It 

achieves this by offering valuable risk management 

information and significantly reducing the risks 

associated with various strategies and underwriting 

activities. The Insurance Regulatory and 

Development Authority of India (IRDAI) recently 

declared that Third Party (TP) premium rates for 

insuring private electric vehicles will be granted 

with a 15 percent discount from the fiscal year 

2019-20. 

[4]. Green Investments: Green investments 

involve directing investment activities towards 

projects or sectors dedicated to environmental 

preservation. These projects encompass initiatives 

aimed at reducing pollution, decreasing fossil fuel 

usage, conserving natural resources, promoting 

alternative energy generation, undertaking efforts 

for air and water cleaning and maintenance, waste 

management projects, and any other 

environmentally-conscious practices. Investments in 

Green Bonds, Renewable Energy Projects and 

Green Real Estate are the practices in Green 

Investments. 

 

IV. GREEN FINANCE AND SDGs 
Green Finance and Sustainable 

Development Goals (SDGs) are closely related ideas 

with the shared objective of tackling environmental 

sustainability challenges and fostering inclusive 

economic growth on a global scale. 

[1]. Green Finance: Green Finance encompasses 

financial instruments, services, investments, and 

approaches that endorse environmentally sustainable 

initiatives. Its main goal is to allocate funds to 

ventures and enterprises that bring about positive 

environmental effects while mitigating the adverse 

consequences of economic activities on the 

environment. This involves supporting projects in 

renewable energy, energy efficiency, sustainable 

agriculture, clean transportation, and other eco-

friendly industries. Additionally, Green Finance 

promotes businesses to adopt environmentally 

conscious practices and disclosure standards to 

enhance transparency and accountability. 

[2]. Sustainable Development Goals (SDGs): The 

SDGs, introduced by the United Nations in 2015 as 

part of the 2030 Agenda for Sustainable 

Development, constitute a collection of 17 global 

goals. These goals are designed to tackle diverse 

social, economic, and environmental challenges 

while fostering sustainable development on a 

worldwide scale. Encompassing a broad spectrum of 

issues, the SDGs encompass poverty eradication, 

zero hunger, well-being and good health, quality 

education, gender equality, clean water and 

sanitation, affordable and clean energy, decent work 
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and economic growth, innovation and infrastructure, 

reduced inequalities, climate action, life below 

water, life on land, peace, justice, strong institutions, 

and collaborative partnerships. 

[3]. The link between Green Finance and SDGs: 
Green Finance plays a pivotal role in facilitating the 

realization of the SDGs. By directing financial 

resources and investments towards projects that are 

in harmony with the SDGs, Green Finance actively 

promotes sustainable development and 

environmental preservation. Numerous SDGs, 

including SDG 7 (Ensure access to affordable, 

reliable, sustainable and modern energy for all), 

SDG 11 (Make cities and human settlements 

inclusive, safe, resilient and sustainable), SDG 12 

(Ensure sustainable consumption and production 

patterns), SDG 13 (Take urgent action to combat 

climate change and its impacts), significantly benefit 

from augmented funding through green investments. 

Moreover, Green Finance nurtures advancements in 

technologies and innovations necessary to meet the 

ambitious objectives laid out by the SDGs. 

 To summarize, Green Finance and SDGs 

are closely linked systems that collaboratively foster 

a sustainable and prosperous future for everyone. By 

channelling financial assets into eco-friendly and 

socially conscientious initiatives, we can make 

substantial strides in attaining the SDGs and 

tackling the urgent issues of our era. 

 

V. GREEN FINANCE IN INDIA 
In recent years, there has been a notable 

surge in the adoption of green finance in India, 

driven by increasing apprehensions regarding 

environmental preservation and the impact of 

climate change. Various significant advancements 

have played a vital role in fostering the growth of 

sustainable finance within the nation. 

[1]. The National Action Plan on Climate Change 

(NAPCC) was released by the Prime Minister on 

30th June 2008 which includes eight “National 

Missions” which form the core of the National 

Action Plan. 1. National Solar Mission, 2. National 

Mission for Enhanced Energy Efficiency, 3. 

National Mission on Sustainable Habitat, 4. 

National Water Mission, 5. National Mission for 

Sustaining the Himalayan Eco-system, 6. National 

Mission for a Green India, 7. National Mission for 

Sustainable Agriculture and 8. National Mission on 

Strategic Knowledge for Climate Change. 

[2]. NITI Aayog and the United Nations in India 

signed the Government of India - United Nations 

Sustainable Development Cooperation Framework 

2023-2027 on 16th June 2023. The GoI-UNSDCF 

2023-2027 is built on four strategic pillars derived 

from the 2030 Agenda – People, Prosperity, Planet 

and Participation. 

[3]. In 2015, Yes Bank created history by becoming 

the pioneering institution in India to introduce a 

Green Bond. This ground-breaking move enabled 

Yes Bank to raise an impressive sum of 1,645 crores 

across three instalments, with subscriptions coming 

from the International Finance Corporation, the 

private sector branch of the World Bank. 

[4]. April 2021, Ghaziabad achieved a significant 

milestone as the first municipality in India to issue a 

Green Bond. Following suit, in February 2023, the 

Indore Municipal Green Bond was successfully 

listed on the NSE (National Stock Exchange). 

[5]. The Finance Minister officially declared the 

issuance of Sovereign Green Bond in the Union 

Budget 2023. The RBI carried out its First auction 

of Sovereign Green Bonds, raising a total of 16,000 

crores. This issuance comprised two types: 

Sovereign Green Bonds 2028 and Sovereign Green 

Bonds 2033, both offering cut-off yields of 7.10% 

and 7.29% respectively, slightly below the 

equivalent tenures of Government Securities. 

[6]. Indian banks and financial institutions have 

embraced sustainable banking practices, integrating 

environmental and social considerations into their 

lending and investment choices. 

[7]. Introduced in 2018, the SDG India Index has 

played a crucial role in extensively recording and 

evaluating the advancements made by States and 

Union Territories towards accomplishing the 

Sustainable Development Goals. this index has 

emerged as the principal tool for tracking the 

country's progress on the SDGs, encouraging 

healthy competition among the various States and 

Union Territories. 

[8]. As per the updated NDC submitted to UNFCCC 

in August 2022, India stands committed to reduce 

Emissions Intensity of its GDP by 45 percent by 

2030, from 2005 level; achieve about 50 percent 

cumulative electric power installed capacity from 

non-fossil fuel-based energy resources by 2030, 

with the help of transfer of technology and low-cost 

international finance including from Green Climate 

Fund; and put forward and further propagate a 

healthy and sustainable way of living based on 

traditions and values of conservation and 

moderation, including through a mass movement for 

‘LIFE’– ‘Lifestyle for Environment’ as a key to 

combating climate change. 

[9]. The NDC update is also a step towards 

achieving India’s long term goal of reaching net-

zero by 2070; for which India has prepared and 

submitted a separate framework document titled 
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‘India’s Long-term Low Carbon Development 

Strategy’ to the secretariat of the UNFCCC in 

November 2022. 

[10]. The Insurance Regulatory and Development 

Authority of India (IRDAI) recently declared that 

Third Party (TP) premium rates for insuring private 

electric vehicles will be granted with a 15 percent 

discount from the fiscal year 2019-20. 

 

VI. ADVANTAGES OF GREEN 

FINANCE 
Green Finance is not only environment 

friendly but it will become helpful to the economy 

also. It will be helpful to bring harmony between 

monetary and natural aspects. Following are the 

benefits of Green Finance: 

[1]. Energy Efficiency: Various incentives are 

available for the installation and use of renewable 

energy resources and funding is available for 

projects to reduce energy waste under Green 

financing to achieve energy efficiency. 

[2]. Environmental protection: Since the 

main purpose of green funding is to finance projects 

that contribute to sustainable development, the 

concept of environmental protection is a key 

component of green funding. Thus, this concept will 

contribute to reducing pollution, climate change 

adaptation, ozone layer depletion, biodiversity 

preservation, etc., which are essential for the life of 

living things. 

[3]. Comparative Advantage: Climate change 

and other global environmental and economic 

pressures will force low-carbon development to 

move from a ‘nice to have’ to a ‘must have’. As 

environmental regulations become more stringent, 

expanding green financing will provide you with a 

competitive edge. 

[4]. Business Value Enhancement: By 

increasing (and promoting) their involvement in 

green financing, businesses can add value to their 

portfolio. It provides their company with a green 

advantage, drawing in more environmentally 

conscious investors and clients. 

[5]. Attracts Investors: Environmental 

concerns are on the rise all over the world. 

Investors, on the other hand, when they invest in 

domestic companies, will assess the projects in 

terms of social impact and benefits. Hence, green 

investment products of our will attract Investors 

including Foreign Direct Investment. 

 

 

 

VII. DISADVANTAGES OF GREEN 

FINANCE 
Green finance plays a vital role in 

facilitating the shift towards a more sustainable 

economy, it is not without its drawbacks and 

limitations. Some of these downsides encompass: 

[1]. Lack of Standardisation: The absence of 

a universally consistent definition for green finance 

creates challenges for investors in selecting suitable 

green projects. The lack of clarity regarding its 

definition leads to confusion, acting as an obstacle 

for investing in such projects. 

[2]. Regulatory Frame Work: The absence of 

a well-established regulatory framework poses a 

significant challenge for evaluating green projects. 

The lack of specific laws, rules, and regulations 

concerning green investments, as well as the 

absence of dedicated policy actions, hinders the 

growth and progress of green investments. 

[3].High complexity: Assessing green finance 

projects can be intricate and demanding, particularly 

when accounting for their long-term consequences 

and potential risks. This complexity may discourage 

certain investors from participating in green finance 

initiatives. 

[4].Higher Risk: Green finance projects might be 

viewed as riskier compared to conventional 

investments because of their novelty, uncertainties 

related to regulatory frameworks, and the possibility 

of changes in public opinion or government policies. 

This perception has the potential to dissuade risk-

averse investors from engaging in such projects. 

[5].Dependence on Government: Green finance 

heavily depends on government policies, incentives, 

and subsidies. Any shifts in political priorities or the 

withdrawal of government support can disrupt green 

finance projects and have an impact on investor 

confidence. 

[6].Green Washing: The lack of a precise 

definition for green finance creates an opportunity 

for "greenwashing," wherein issuers of "green 

assets" may provide deceptive information about the 

environmentally friendly nature of their 

investments. 

 

VIII. RECOMMENDATIONS 
Now, it is abundantly clear that Green 

Finance is a much-needed instrument for sustainable 

development in this era. A strong regulatory 

framework should be established at both the 

international and national levels to provide clear 

definitions and guidelines for evaluating projects 

related to Green Finance. This will enable people to 

trust the mechanisms of Green Finance. 
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Additionally, various governments should actively 

promote Green Financing and raise awareness about 

the concept of green finance in their respective 

countries. Governments should also foster public-

private partnerships in Green Financing to address 

the significant funding requirements for various 

projects. 

In conclusion, we can assert that Green 

Finance is a powerful tool to protect our 

environment. However, it is not solely the 

responsibility of governments to safeguard the 

environment; everyone must take on the role of a 

responsible global citizen and contribute to 

environmental protection. 
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