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Abstract 
This paper sorts out the detailed research on the relationship between green credit and 
commercial banks and the influence mechanism, firstly by understanding the research 
results of domestic and foreign scholars in this key field, and secondly by laying a 
theoretical precedent for the subsequent research. Secondly, through the literature 
sorting, the defects and deficiencies of the existing literature research are found and 
proposed to point out the direction for future in-depth research and enrich the research 
results in the relevant fields. Finally, in order to conduct practical exploration, 
theoretical results for banking financial institutions to carry out green credit business 
must be provided. 
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1. Introduction 

In 2017, the report of the 19th CPC National Congress emphasized the development of green 
and low carbon technologies and establishing a green circular economy system; in 2020, the 
75th UN General Congress will address the world. In 2021, at COP15, China will transfer 1.5 
billion yuan to support biodiversity protection in developing countries. It has become the 
primary task of government work. Green finance, as an important financial tool to achieve this 
task, has undoubtedly become a key development area of relevant financial departments. As an 
important green financial tool to promote the adjustment of economic structure, development 
mode transformation, and industrial structure upgrading, green credit has undoubtedly 
become an important driving force for the coordinated development of China's economy and 
the environment. As the core participant in the financial market, the intermediary of capital 
allocation and an important operator of credit business, namely, Commercial Bank, it has 
shouldered the banner of the focus of developing green credit and assuming social 
responsibility. However, as a profit-profit financial institution, if only government calls and 
policy guidance can carry out green credit business, then commercial banks should organically 
combine social benefits and commercial behavior from their own development goals and 
actively carry out green credit business. Therefore, based on this, we need to study the 
relationship between commercial banks' green credit and their business performance. 
In recent years, scholars at home and abroad have conducted various studies on whether green 
credit will have an impact on the operating performance of commercial banks, mainly focusing 
on whether green credit will affect the current operating performance, competitiveness, or 
future development of commercial banks. If so, how do they affect it? Therefore, this paper 
mainly sorts out the existing research documents in this field, integrates the existing theoretical 
and empirical research, and elaborates on the influence relationship and influence mechanism 
between green credit and the business performance of commercial banks, respectively. 
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2. The Relationship between Green Credit and the Business Performance 
of Commercial Banks 

When sorting out the literature on the relationship between green credit and bank business 
performance, the results of the relationship between domestic and foreign scholars are mainly 
three kinds: one is a positive relationship; the other is to think that green credit has an 
inhibitory effect on bank performance; the third is that there is no obvious relationship 
between the difference of different scholars. 

2.1. A Positive Relationship Exists between Green Credit and Commercial Bank 
Performance 

When most scholars at home and abroad deeply analyze the relationship between green credit 
and commercial bank performance through the existing theoretical basis combined with 
empirical research, there is a positive relationship between them. For example, the research 
conclusions of foreign scholars suggest that commercial banks that have implemented the 
"Equatorial Principles," which will highlight a higher sense of social responsibility, From the 
perspective of social reputation, The positive effects were higher than the negative effects [2]; 
the response process of financial institutions to the development of green finance is "the 
transition from initial resistance and avoidance to initiative, last sustainable" for the 
performance characterized by the four-stage [1]; the implementation of green credit policies, 
although to some extent, can promote environmental protection and economic development, 
However, the enthusiasm of micro-subjects, especially banking and financial institutions, is not 
high enough to carry out green credit business. Therefore, the government needs policy 
guidance and incentive mechanisms. And the domestic research results on this aspect are more 
abundant. Someone used Industrial Bank as an example, studying the policy effects of the 
equatorial principle using the dual difference model and synthetic control method, then 
conducted empirical research using the asset compensation rate as the index, and discovered 
that Industrial Bank's implementation of the equatorial principle will have an effect on its asset 
compensation rate [22]. The endogenous impetus of green credit, on the basis of game theory 
and cost-benefit theory, found that for commercial banks in the early green credit business, the 
marginal cost will be greater than the marginal income, but with the continuation of the 
business and the realization of economies of scale, the marginal cost will gradually reduce, the 
marginal benefits will gradually rise, and the two will achieve a balanced state, namely the 
profit required by the bank. The volume is the optimal green credit business. Therefore, 
commercial banks can achieve a win-win economic and social benefit in such a balanced state 
[21]. From resources, ability, and environmental elements, respectively, qualitative analysis of 
why green credit has a positive impact on bank performance, which is conducive to improving 
the competitiveness of the bank. In order to verify the accuracy of the conclusion, the system 
generalized moment estimation regression method of nine commercial banks' panel data 
multiple regression, empirically positive relationship between the two [11]. Some scholars 
study the relationship between green credit businesses and their own business performance 
from the perspective of the credit supply ratio of "two to one remaining" industries within 
commercial banks. Commercial banks reduced "two-one-left" industry loans, but at the same 
time, increasing green industry loans will improve their own weighted average return on equity, 
help reduce credit risk and improve their reputation [18]. More scholars have studied that the 
development of green credit businesses will increase the proportion of interest income and 
total assets of commercial banks, thus verifying that green credit will improve the return on 
assets of commercial banks [29]. 
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2.2. A Negative Relationship Exists between Green Credit and Commercial 
Bank Operating Performance 

In view of the differences in the selection of research subjects, some scholars came up against 
the above conclusions when discussing the relationship between the two. 
Commercial banks are involved in a variety of environmental risks, so they will have a 
restraining impact on profitability. The impact of environmental disclosure from 212 savings 
institutions in Kenya on financial performance was examined, and the analysis found that 
assuming social and environmental responsibility harms the return on assets [4]. From the 
perspective of social responsibility, somebody used the panel data from 11 listed commercial 
banks, and the results showed a negative relationship between the two, but their parameters 
are small, indicating that the impact relationship is small [23]. The implementation effect of 
green credit is lagging behind. Specifically, in the short term, the cost and return effect of green 
credit has a positive impact on the performance of commercial banks in China. However, with 
the implementation of environmental protection policies, economic structure upgrading, and 
public environmental awareness, the "cost effect" of green credit will have a negative impact 
on the performance of banks [19]. The intermediary effect of green reputation has a role in the 
business performance of commercial banks. Empirical results show that green reputation 
cannot offset the negative impact of many costs on performance in the short term. used the dual 
difference model and found that the green credit adjusted the relationship between business 
risk and business performance, which can reduce the negative effect of operating risk on 
business performance. However, it was verified at the same time that the development of green 
business for banks has an inhibitory effect on their performance [17]. Due to the limited 
objective resources of human and material resources of commercial banks, the green credit 
business may occupy the core business, so it will affect their resource distribution in the short 
term [13]. 

2.3. Green Credit Did not have a Significant Impact on the Operating 
Performance of Commercial Banks 

Similarly, some scholars have conducted a series of empirical studies and found that 
commercial banks' green credit will not have any significant impact on their operating 
performance. The main reason is that the development of green finance in China started late, 
mainly focusing on the field of green credit. The relevant departments of the state have not yet 
issued a perfect green credit policy and there is a lack of practical experience in the industry, 
which makes the implementation effect of green credit not significant enough. 
After empirical research, we believe that whether commercial banks assume social 
responsibility for their operating effects and risk, the status will not have any substantial impact 
[3], due to the diversification of financial instruments and personalized investment needs. I 
studied data from a number of Canadian financial institutions and showed that the impact of 
taking social responsibility was not significant on their financial performance [6]. The two 
variables of size and age in the green credit performance of listed banks were found to have no 
positive impact on financial performance [30]. On the contrary, they had a reversed positive 
relationship. To verify the green credit on commercial bank performance lag, using the OLS 
model, the lag green credit balance and lag variables into regression, respectively, the results 
show that green credit has no obvious impact on the financial performance of commercial 
banks, but the lag green credit has a significant positive impact on the financial performance of 
commercial banks [29]. When using the double difference tendency score matching method to 
21 commercial banks, the green credit to urban commercial bank performance has no obvious 
role. The main reason is that the city is in the early stages of green business, green project early 
assessment costs, high energy consumption, high pollution, and other industries will reduce the 
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bank's yield, leading to a green reputation as an intermediary cannot play a regulatory role, the 
green credit policy cannot really function [25]. 

3. The Impact of Green Credit on Commercial Banks' Business 
Performance 

For the relationship between the two, scholars at home and abroad have not yet formed a 
unified view, which has to encourage us to think about the cause of this problem, which has 
triggered the scholars' research and analysis of the influence mechanism behind the 
relationship between the two. Therefore, based on this, this paper has systematically sorted out 
the research literature on the two influence mechanisms. In general, the research conclusions 
of domestic scholars on their influence path can be roughly divided into the following three 
categories: 

3.1. The Cost Effect 
The so-called "cost effect" refers to the initial stage of commercial banks' green credit business, 
which will produce a large number of direct and indirect costs. In the short term, these costs 
will accumulate and increase the operating costs of commercial banks, which will then affect 
their operating performance. They studied the relationship between commercial banks' 
performing environmental risk management and their operating performance and found that 
their performing environmental risk management led to increased bank costs [7]. In the short 
term, the high fixed costs and variable costs of investment in the initial stage of green credit 
gradually increase the marginal cost of banks, while the rising momentum of marginal benefit 
is not obvious enough, making the development of green business for commercial banks 
unsatisfactory [14]. Someone believes that in the short term, the short-term cost and return 
effect of green credit has a positive impact on the performance of Chinese commercial banks, 
but with the implementation of environmental protection policies, economic structure 
upgrading, and enhanced public environmental awareness, the "cost effect" of green credit will 
have a negative impact on the performance of banks [19]. The green credit will generate 
environmental assessment and identification of time and manpower, as well as give up the high 
pollution, high energy consumption, and the high return cost and other indirect costs. Banks 
should gradually reduce the cost of various forms of [20]. Developing green businesses must 
first bear the interest income from lending money to green industries at a preferential interest 
rate; second, developing green businesses necessitates the training of internal personnel and 
the hiring of external experts to evaluate the project, invest in manpower, material resources, 
and time costs, and pay the pre-loan environmental risk assessment cost and post-loan energy 
conservation and emission reduction cost; and finally, increase the opportunity cost[23]. 

3.2. The Impact of Reputation 
What is the reputation effect? Reputation, as a strategic intangible asset of the enterprise, will 
be invisible in the stock market reaction, affecting the company's stock price and the financial 
performance of the enterprise. Stakeholder theory states that when enterprises actively 
assume social responsibility, it will have a reputation effect, which in turn helps to maintain 
good allies with various stakeholders to achieve sustainable enterprise development. Taking 
social reputation as an intermediate variable to study whether green credit will have an impact 
on bank performance through the reputation effect Empirical results show that green 
reputation in the short term cannot offset many negative impacts on performance, but with the 
gradual accumulation of reputation, competitive advantage will gradually increase. Under the 
current macroeconomic environment situation, although green credit business on commercial 
bank performance to a certain extent, the existence of green reputation leads to this inhibitory 
effect being alleviated [26]. Commercial banks have reduced "two to one remaining" industry 
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loans. Increasing green industry loans will increase their own weighted average return on 
equity, help reduce credit risks, improve reputation, and have a positive impact on the business 
performance of commercial banks [18]. The apartment performance of commercial banks that 
actively assume social responsibility when conducting green credit will win the recognition and 
trust of the public, enhance the reputation of the bank, and eventually translate into the 
company's stock price and improve the profitability of [23]. 

3.3. Potential Risk Consequences 
Because green credit projects generally have long income terms and concealment of green 
credit projects, it is easy to reduce the capital use efficiency of commercial banks, thus 
generating liquidity risks. Borrowing funds to environmentally conscious enterprises can avoid 
the credit risk for commercial banks to stop the project due to the environmental pollution 
problems caused by the loan projects, which prevents commercial banks from recovering the 
loan funds as scheduled [23]. Because the identification standards of green projects have not 
yet been unified and perfect, leading to the existence of "floating green" behavior of some 
enterprises, false environmental protection publicity, and finally letting commercial banks into 
the risk of related environmental responsibility. When the credit business of commercial banks 
involves enterprises with environmental pollution problems, it will cause great damage to the 
image of the banks, thus making commercial banks fall into reputational risk [14]. The impact 
of green credit on liquidity risk in commercial banks the results show that in the short term, 
green credit suppresses liquidity risk, but the effect is not significant enough or there is certain 
risk accumulation in the medium and long term, which can improve the ability of enterprises 
to resist business risk [12]. 
To sum up, domestic scholars have not unified the conclusion on the influence of green credit 
on the business performance of commercial banks. The main reasons are the following: First, 
the current green credit business has had a short time, and the environmental data disclosure 
of commercial banks is not perfect. Based on the existing data, the conclusion remains to be 
discussed. Secondly, the influence mechanism of scholars on green credit has its own analysis 
perspective, and the difference between selecting the research angle combined with the 
empirical results is certain and subjective, thus leading to the inconsistency of the final 
conclusion. Finally, due to their heterogeneity in their scale and development processes, as well 
as being influenced by external factors such as macroeconomic and regulatory policies, 
commercial banks may also lead to inconsistent conclusions in existing literature research. 

4. Conclusion 

Through the existing literature, the existing research results on green credit are systematically 
reviewed, and the relationship and influence mechanism are reviewed. The conclusion of green 
credit on the business performance of commercial banks has three different perspectives. In 
general, the relationship between the two depends on the selection of the studied subjects, 
which is affected by the bank heterogeneity. There are also different views on the influence 
mechanism between the two. The reasons are in the different research angles selected by 
scholars. Moreover, because the development time of green credit is short and there is 
insufficient data disclosure, the impact of green credit on bank performance has not yet been 
revealed, and a unified view cannot be formed. 
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