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Innovation in Green Finance and Carbon Market Mechanisms:

Theoretical Mechanisms, Chinese Practice and Policy Paths

ZHANG Shijun', ZHAO Fengtian®, LI Jun'
(1. Qingdao Fengguang Precision Machinery Co. , Ltd. , Qingdao 266300, China;
2. Chinese Mechanical Engineering Society, Beijing 100048, China)

Abstract: Under the constraints of the “dual carbon” goals. achieving the synergistic linkage between green finance and the carbon market is a
key pathway to enhancing the efficiency of climate governance. A four-in-one theoretical analysis framework encompassing “price-capital-
technology-governance” was constructed to systematically elucidate the mechanism of their interaction. The practical effectiveness and
constraints of this linkage within the context of China’s institutional background were further evaluated. The research reveals that the carbon
market makes abatement costs explicit through the price mechanism, while green finance reduces the financing costs of green projects through
the capital mechanism. Together, they form a complementary closed loop at the levels of technological innovation and governance synergy.
China has preliminary established linkage models such as carbon asset financing and carbon financial derivatives. However, it still faces
impediments in areas such as the unification of standards, market liquidity and data infrastructure. Consequently, policy recommendations are
proposed, including improving top-level design and standard coordination, deepening carbon market reforms to enhance financial attributes,
innovating diversified carbon financial products, and consolidating the foundations of data governance. It is suggested to provide theoretical
support and decision-making references for building a long-term mechanism for the synergistic development of green finance and the carbon
market.

Keywords: green finance; carbon market; mechanism innovation; carbon pricing; synergistic governance
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