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Does smog risk increase green investment willingness?: an empirical study

based on a structural equation model

CHEN Bo YAN Jing-wen LUO Ying-ni

( Institute for Finance and Economics Central University of Finance and Economics Beijing 100081 China)

Abstract Chinese air quality is currently inadequate influencing our daily life. The government has launched countless smog
governance policies meanwhile a series of green financial products like green bonds and green funds have emerged. As government
together with enterprises is supporting and developing green programs public investors are not so into it and therefore the research of
the impact on public green investment behavior exerted by smog risk has great policy significance. This paper considers both air quality
and policy strength and classifies provincial areas into three sensitivity levels namely high medium and low. Based on the ‘risk
perception-preference-behavior’ conceptual framework we designed Likert scale to measure smog risk perception risk preference and
green investment willingness. For high and medium sensitivity areas the structural equation model is constructed according to the three
latent variables and low sensitivity areas are treated as a control group. In total 517 valid questionnaires were collected and we used
the software SPSS and AMOS to fit model. It is concluded that although there is no direct correlation between risk preference and green
investment willingness under the interacting effect of smog risk perception and risk preference public green investment willingness is
positively related to smog risk perception. In the comparative analysis investors in different areas possess equal enthusiasm for green
investment. For green finance policy making investors are expecting a higher environmental information disclosure level are willing to
accept products for smog management despite lower benefits by 1% and are attaching higher value to stocks of environmental
character. The results give much inspiration to green finance development. For one thing the government and relevant institutions that
issue green financial products should improve the environmental information disclosure level of the underlying assets as well as the
actual weather condition nationwide strengthen supervision and encourage investors to participate in green investment. For another
given that green investment willingness has no significant differences across the whole nation the government can support qualified
enterprises to issue green bonds and green stocks in a coordinated way and the financial institutions can launch financial products
related to green bonds and stocks to not only provide financial support for environmental protection projects but also to enrich green
investment market consequently public investors would have the opportunity to participate in the green investment.

Key words smog; green investment; risk preference; structural equation model

e 49 »



