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Table 2 Results for Descriptive Statistics
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Table 4 Regression Results for
Green Innovation and Bond Financing Costs
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Table S Regression Results for Mediating Effects of Credit Rating
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Table 7 Regression Results for
Alternative Measures of Primary Variables
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Table 8 Regression Results for the Effects on
Existing Bondholders in the Secondary Market
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Enterprise Green Innovation and Bond Financing Costs

WU Hengguang, XU Yanli, WANG Meng

School of Accountancy, Shandong University of Finance and Economics, Jinan 250014, China

Abstract: The financial market plays an important role in the process of corporate financing, and remarkable green innovation
can be recognized by the financial market. There are few empirical studies on green innovation and financial markets, and few
literatures focus on the attitude of stakeholders in the bond market, an important financial infrastructure, towards green innova-
tion behavior. Whether the bond market can use price signals to guide capital flow into advantageous green innovative compan-
ies, and whether bond market investors can reasonably evaluate and price green innovation activities are issues worthy of in-
depth discussions.

From the perspective of bond issuance, this study empirically tests the impact of corporate green innovation on bond fin-
ancing costs to explore whether green innovation can be reasonably priced by the bond market. We then propose possible me-
diating mechanisms from “debt rating” in the credit market and “competitiveness” in the product market, as well as hetero-
geneity analysis from multiple perspectives. Using the data of Chinese listed corporate bond issuance from 2007 to 2020, this
study measures the cost of bond financing by credit spreads, measures the green innovation by green innovation patent applica-
tions and acquisitions, constructs a multiple regression model, and conducts a series of robustness tests to ensure the robust-
ness of the conclusions.

This study finds that green innovation significantly reduces the cost of corporate bond financing. The possible mechanism
is that, in the credit market, green innovation improves the credit rating of bonds by credit rating agencies, thereby reducing the
cost of bond financing. And in the product market, green innovation improves the product market competitiveness, thereby re-
ducing the cost of bond financing. Further analysis shows that, compared with green practical new-type patents, green inven-
tion patents have a stronger bond financing cost reduction effect; the more strategic green patent behaviors, the higher the bond
financing cost; there is a U-shaped relationship between green innovation and bond financing costs. Heterogeneity analysis
shows that, compared with companies belonging to low-pollution industries, mature stages, less financing constraints, and lis-
ted state-owned enterprises, companies that belonged to high-pollution industries, immature stages, larger financing constraints,
and listed non-state-owned enterprises have a stronger effect of reducing the cost of green innovation bond financing.

By examining the impact of green innovation on the financing cost of corporate bonds, the literature on the economic con-
sequences of green innovation has been enriched, and a certain contribution has been made to the influencing factors of bond
financing costs. The study of bond financing cost is expanded and the influencing factors of bond financing cost are supple-
mented from the perspective of corporate green innovation. It confirms the importance of establishing green environmental pro-
tection concepts and exploring the path of green innovation in the current capital market, and the urgency of building a green
innovation mechanism with sound functions, specific purposes and comprehensive guarantees.

Keywords: green innovation; financial markets; bond financing costs; credit rating; product market competitiveness
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