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Abstract 

Environmental issues have always been one of the most important issues in the world 
today. At present, my country is striving to develop a low-carbon economy in order to 
solve environmental and climate issues, and carbon finance is one of the important 
means. In the report of the 19th National Congress of the Communist Party of China, it 
was proposed to establish a green and low-carbon circular development economic 
system and insist on developing green finance. The carbon financial trading market is an 
innovation for my country's financial system, which is conducive to optimizing the 
financial market system, strengthening cooperation with international financial 
organizations, and realizing the rapid development of the carbon financial market. 
However, my country's carbon financial trading market started late and the trading 
mechanism is not sound, which has caused fluctuations in trading prices and difficulty in 
risk management. This article describes the development status of my country's carbon 
finance market, combined with relevant literature, analyzes its existing problems, and 
puts forward reasonable suggestions. 
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1. Introduction 

In response to global climate change, the carbon financial trading market has emerged, and it 
has become a powerful means for governments to deal with climate issues. However, my 
country's carbon finance market started late, the market-related processing facilities and 
structure are not yet complete, and the market management level needs to be strengthened. 
Affected by many factors such as regions, energy prices, environmental climate, etc., overall 
price fluctuations are extremely unstable. From the horizontal comparison, we can find that the 
influencing factors of the carbon financial market transaction price in various regions include: 
local carbon prices, carbon prices in other surrounding areas, fuel prices, stocks, exchange rates, 
etc. From the longitudinal comparison and analysis, we can see that the main factors affecting 
carbon exchanges in different regions are diverse. For example, the carbon financial market 
transaction price in Beijing is mainly affected by macroeconomic conditions, and Shenzhen is 
affected by carbon prices in other regions. The impact is relatively large, and Guangdong is 
greatly affected by other fuels. 

2. Research background 

With the rapid development of the global economy, fossil energy has been widely used, so that 
a series of environmental and climate problems have arisen. After the 21st century, extreme 
weather phenomena such as smog and climate warming have occurred frequently, and 
countries have gradually reached a consensus on the development of a low-carbon economy. In 
order to solve this problem, the creation of the "Kyoto Protocol" defined the carbon emission 
rights, and a new type of asset with commodity value was born. When there is a commodity, 
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there is a transaction, and carbon financial trading markets have also appeared one after 
another. In order to become more flexible and take corresponding measures to reduce 
emissions, the "Kyoto Protocol" divides carbon financial transactions into two types: carbon 
allowances and carbon projects. With the gradual deepening of global warming and energy 
shortages, China's carbon financial market is also slowly growing, with a relatively complete 
green financial policy system structure, which has become an important driving force for the 
"low-carbon economy". Moreover, China and the world promised that my country’s carbon 
emissions will be reduced by 60%~65% by 2030. Under such arduous tasks, my country has 
successively established 7 carbon centers in Beijing, Shanghai and other regions since 2011. 
The emission rights pilot exchange was officially launched in 2013. As of the end of 2017, the 
transaction volume of my country's carbon finance market has successfully exceeded 200 
million tons, and the transaction amount has exceeded 4.7 billion yuan. It is expected that 2018 
will be regarded as the "infrastructure construction period", 2019 as the "simulation operation 
period", and 2020 As a "deepening and perfecting period." One of the main directions that China 
should carbon emissions in the future is the carbon financial trading market. From the current 
existing carbon financial research, it still has the characteristics of imperfect trading 
mechanism, many factors affecting transaction prices, and complex risk characteristics. 
Therefore, It is of great significance to study the problems revealed by its transaction price. 

3. Research significance 

In order to protect the world’s environment and contribute its own strength, China pledged to 
the world to reduce the intensity of my country’s carbon emissions, and set three specific 
targets: First, China will increase its carbon emissions by 2030. Balance; Second, in 2030, unit 
carbon emissions will drop to 60%-65% in 2005; third, low-carbon energy consumption 
accounts for about 20% of total energy consumption. The difficulty of its goal is obvious, but 
China is still the world's largest developing country, and its own development urgently needs 
energy support. While China wants to achieve rapid economic development, it also has to fulfill 
its heavy emission reduction commitments. The only way to balance the two is to promote 
technological upgrading and adjust the industrial structure. The technological upgrading 
includes the production technology of products. The upgrading and renewal of energy saving 
and emission reduction technologies, and the adjustment of industrial structure are mainly the 
adjustment of tertiary industries such as manufacturing, extractive industry, electric power and 
the development of low-carbon industries. It is not enough to rely solely on the government for 
the formation of all of this. It also requires a mechanism that can guide the market to optimize 
the allocation of resources on its own. Carbon finance is a new force in energy saving, emission 
reduction and environmental protection, and it can guide the capital chain to low-carbon fields. 
Therefore, carbon rights trading can help guide the market to optimize the allocation of 
resources on its own, and promote the development of low-carbon industries to improve 
energy efficiency. And the optimization and adjustment of the structure. 

3.1. Theoretical significance 

At present, domestic scholars' research on carbon financial market risk management is mainly 
divided into two categories: one focuses on the identification and classification of carbon 
financial risks; the other focuses on the exploration of effective ways of carbon financial risk 
management, qualitative analysis and quantitative analysis The analysis is comprehensive, but 
it lacks systematic research. Therefore, studying the risk management and prevention and 
control measures of my country's carbon financial trading market is conducive to enriching 
relevant theories and providing reference value for future research. 



Volume 2 Issue 4, 2021 

DOI: 10.6981/FEM.202104_2(4).0024 

172 

Frontiers in Economics and Management 

ISSN: 2692-7608 

3.2. Practical significance 

Judging from the current stage, carbon finance has received close attention from the 
government in China. The government also hopes to take this opportunity to promote the 
progress of my country's energy conservation and emission reduction, change the path of 
economic development, and achieve high-quality development. Therefore, the government has 
always taken an active supportive attitude towards the development of the carbon finance 
market. Starting in 2013, seven carbon emission rights exchanges including Beijing 
Environment Exchange and Shanghai Environment and Energy Exchange were established and 
started trading. Carbon finance can achieve a balance between environmental protection and 
economic development at a lower cost. my country regards carbon finance as an important 
means of developing a low-carbon economy. Therefore, in the critical period of the 
development of my country's carbon financial trading market, by analyzing the risks in the 
market, effective policy recommendations can be provided for risk management and control. 

4. The origin and development of carbon finance 

Based on the analysis of the relevant theories of economics, the theoretical basis mainly lies in 
the theory of externalities and the Coase theorem. The Coase Theorem shows that the clarity of 
property rights is the most important. Under the condition that the transaction cost is 
guaranteed to be zero or extremely small, no matter the initial property rights in the market 
undergo such a proportional distribution, the final result of the equilibrium is that the allocation 
of assets is all It tends to or fluctuates up and down to Pareto optimal. On the basis of Coase’s 
research, Dales made innovations and in-depth, and transferred the meaning of property rights 
to the applied theory of pollution control. He proposed that the right to discharge various 
pollution in a certain area can also be subject to property rights. Proportional quota allocation, 
and then build the same rights trading market. The government takes the region’s own 
emission reduction target as the total weight, and then relies on a certain method to assign 
weight to the enterprise. The enterprise coordinates its internal enterprise according to its own 
supply and demand and the market’s supply and demand, and then chooses the optimal 
business development strategy. The distribution of emission rights in the market tends to be 
optimal; and for those enterprises whose internal emission reduction costs are lower than the 
transaction price of emission pollution rights, the optimal strategy for facing the market is to 
continuously update emission reduction technologies and products. Structure to achieve 
internal emission reduction; and for those companies whose internal emission reduction costs 
are higher than the transaction price of emission pollution rights, the optimal strategy facing 
the market is to purchase pollution emission rights through the market. When the marginal 
emission reduction benefit costs of the two types of enterprises are equal or tend to be equal, 
the whole society has implemented the lowest emission reduction benefit cost; or it means that 
the same emission reduction cost can get a smaller total emissions. In the overall market 
transaction process, companies that need to conduct pollution emissions make corresponding 
adjustments based on market value signals to reach the optimal decision, so that the market 
mechanism can give full play to the role of resource allocation optimization. 

From a domestic perspective, the emergence of carbon finance occurred at the beginning of the 
21st century. At that time, domestic scholars referred to this new model as green finance or 
ecological finance. In terms of essential connotation, there is actually no difference between 
these and carbon finance. The initial research is mainly to analyze the development status, 
direction and characteristics of carbon finance from the overall macro perspective. After 2010, 
domestic research on carbon finance began to have a more specific practical level of support 
and analysis. Using specific research objects in Zhejiang Province to introduce its analysis of the 
pollution emission rights trading market, and also study the situation of trading mortgage loans 
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(Lu Weifeng, 2010); from the overall macro level, the development significance and micro 
impact of green finance Mechanism to explore. After that, the domestic research direction was 
concentrated on the structural design of the carbon emission trading market and the carbon 
finance business. By comparing the corresponding implementation and construction of carbon 
emissions in the EU and the United States, suggestions were made for my country's regulatory 
system (Li Zhiping, 2012 ). 

But from the perspective of the factors that pose risks to the carbon finance market, the main 
influencing factors are politics, economy, technology, and delivery risks (Du Li, 2013). From the 
perspective of risk aversion in the carbon financial market, the possible perspectives include: 
enriching the diversity of carbon financial derivatives, constructing unified carbon financial 
transaction rules and legal regulations, providing financial benefits and tax incentives for 
related companies, and The establishment of a mature trading environment can effectively 
promote the virtuous circle of China’s carbon finance market (Zhang Panhong, 2017); from the 
perspective of carbon finance risk management, the risk factors in the market should first be 
screened, and then based on reasonable The standard of the evaluation system of China 
evaluates relevant risk factors, and finally gives a targeted risk management mechanism to 
achieve the purpose of risk control (Lü Lingen, 2015). 

On the whole, in response to the risks of the carbon finance market, we should proceed 
simultaneously from both the macro and micro directions. At the macro level, market managers 
establish a reasonable institutional structure to create a good trading environment; at the micro 
level, build a reasonable risk early warning mechanism, design the risk measurement system, 
and provide relevant part of the risk management and control capabilities (Du Li, 2014). 

5. Analysis of influencing factors 

According to previous analysis of the carbon financial trading market, we can know that the 
main influencing factors are: energy prices, financial environment, stocks and exchange rates, 
policy systems, and ecological environment. 

5.1. Energy prices 

With the advancement of industrial culture and people's awareness of environmental 
protection, more and more people choose to use clean energy such as natural gas instead of 
coal, petroleum and other fuels with large carbon dioxide emissions. Different greenhouse gas 
emissions have different transaction prices in the carbon financial market. When the 
consumption of traditional non-clean energy such as coal and oil increases, its transaction price 
also rises; when the consumption of non-clean energy decreases and the price drops, the supply 
of carbon emission products in the carbon finance market exceeds demand, and its trading The 
price drops. In general, if the price of clean energy relative to non-clean energy stabilizes, then 
the energy consumption structure on the market will remain basically unchanged, and the price 
of products in the carbon finance market will also remain unchanged; if the price of clean 
energy is relatively lower Then, under the combination of social values and lower cost payment, 
companies are more willing to choose clean energy, so that carbon emissions will be 
correspondingly reduced, demand on the market will decrease, and product prices will drop. 

5.2. Financial environment 

Because carbon emission rights lack supply elasticity, their market prices are extremely 
susceptible to the influence of the external financial environment. When the external financial 
environment is better, companies will expand their scale to pursue higher profits, so the 
demand for carbon emissions will increase, and the supply of carbon emission rights will 
exceed demand, leading to an increase in their prices. And when the external financial situation 
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is depressed, companies will reduce their production scale in order to cope with the financial 
crisis, so that the demand for carbon emission rights will be reduced accordingly. 

5.3. Stocks and exchange rates 

The stock price reflects the expectations of the future economic situation from the current 
perspective, so it will affect the price of the carbon financial trading market. Because industrial 
companies have a closer relationship with carbon emissions than other companies, the rise of 
industrial stocks will increase investment and cause scale expansion, so more carbon emission 
rights are needed. The demand is greater than the supply, and the carbon finance transaction 
price will increase accordingly; otherwise, the carbon price will fall. 

The exchange rate is expressed as the ratio of currency exchange between the two countries, 
which is related to the conversion of domestic and foreign markets and investment. It mainly 
affects the carbon price from two aspects: On the one hand, the exchange rate will affect the 
import and export of carbon financial products. When the domestic currency exchange rate 
drops, that is, the purchasing power of foreign currencies increases, it will lead to an increase 
in the demand for domestic carbon financial products in foreign markets, and export prices will 
correspondingly increase, while the decline in the domestic currency exchange rate will be the 
opposite. On the other hand, the depreciation of the local currency will attract foreign 
investment, thereby increasing the domestic carbon price, and vice versa. 

5.4. Policy system 

The domestic carbon emission rights trading method is mainly based on allowance trading, and 
the issuance of allowances is the total supply of the carbon market during the period. Too much 
supply will lead to the devaluation of carbon finance-related products on the market; too little 
supply will lead to the value-added of related products, and the pressure on energy saving and 
emission reduction of related enterprises will increase accordingly, hindering the development 
of enterprises. Therefore, a reasonable quota approach is to find a balance between the 
allocation of resources in the market and the energy saving and emission reduction of 
enterprises. 

The distribution method is mainly divided into paid and unpaid. Which of the two methods 
accounts for a large proportion, then the price of carbon emissions will also be changed 
accordingly. If the proportion of paid allocation is too high, it will increase the company's 
emission reduction costs, and the carbon price will also rise; on the contrary, if the proportion 
of free allocation is too high, it will cause a drop in carbon prices. 

5.5. Ecological environment 

For areas with harsh ecological environments, the government generally limits the amount of 
carbon emissions in the region in order to protect the environment, thereby reducing the 
supply of carbon emissions in the market, and carbon prices rise at this time. 

6. Countermeasures and suggestions 

The construction of the carbon financial market is still not perfect. According to the above 
analysis, the construction of the market can be improved and enriched from the following 
points. 

(1) Improve the laws and regulations of the carbon financial trading market. At present, the 
operation of the carbon financial market needs to be guaranteed by clear and legal trading rules. 
Perfect laws and regulations and trading standards can provide an effective and safe trading 
foundation for the carbon financial market. At the same time, it is necessary to clarify the legal 
status of the companies participating in the carbon financial market for the paid acquisition and 
trading behavior of carbon trading. The relevant parts should be established as soon as possible 
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and bear corresponding responsibilities to ensure the safe, efficient and well-founded 
operation of the carbon financial market. 

(2) Unified construction of the national carbon finance market to eliminate barriers. The 
development of the carbon financial market in various regions of my country is not the same, 
and each pair of rules and regulations on carbon emissions are also different. Therefore, 
building a carbon financial market platform for the participation of the whole country can 
organize resources, facilitate management, and more. Can accelerate the construction of the 
national carbon finance market. 

(3) Inject incentives into the market and strengthen supervision among industries. my 
country's current carbon finance market participation and trading volume are not active. The 
direct reason is that companies are not willing to join the market. Therefore, the government 
can implement a series of incentive policies, including reducing tax rates. The participation of 
more companies can make the market develop better. 

(4) Encourage professional financial institutions to participate in the market and create more 
carbon financial products. In the face of carbon finance price turmoil, diversified financial 
instruments can better help the market to differentiate, thereby better helping the financial 
market to alleviate the impact. 
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