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As emerging markets are most exposed to climate change it is in their vital interest to channel capital to those
projects which serve the mitigation of environmental damages. While FDI involvement often raises concerns with
dubious environmental consequences, a lot of promising initiatives have been realised in emerging markets worldwide
funded from green and sustainability bond proceeds. Our research aims at examining the efficiency of the green
bond markets of EMDEs in their contribution to renewable energy transition and the reduction of the carbon footprint.
The joint reports of Amundi and IFC provide comprehensive data on green bond issues which help gauge the main
characteristics of the market revealing the dominant role of the financial sector among the issuers. Our empirical
analysis supplements the descriptive analysis of green bond markets with the examination of its link to Sustainable
Development Goals with the help of GMM panel estimation. The panel sample covers a group of 75 emerging and
developing economies and the period between the years 2000 and 2022. The GMM analyses reveal that the expansion
of the green bond market can be an important source to finance investment aimed at achieving zero-carbon goals and
reducing energy intensity. The results of the empirical examination are very sensitive to the combination of the variables
representing both energy policy and human development. Green finance and financial innovation have been widely
acknowledged to be important tools in CO2 emission reduction which has been confirmed and applied to green bond
markets in the current research across a wide range of economies facing various environmental challenges.
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