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Abstract

Against the backdrop of rapid global green finance development and China’s advancement of its dual
carbon goals, the economic and risk implications of corporate environmental investments warrant
systematic evaluation. Drawing upon data from 1186 Chinese listed companies spanning 2016 to
2023, this study employs the KMV model to measure credit risk and utilizes a two-way fixed effects
model to uncover the non-linear impact mechanism of environmental investments on credit risk.
Findings indicate: (1) Environmental investments exhibit a significant U-shaped relationship with
credit risk. Moderate investment reduces risk through enhanced legitimacy recognition and green
innovation, whereas excessive investment exacerbates risk due to cost compression and resource
misallocation; (2) Internal controls significantly flatten the U-curve’s steepness, reducing the mar-
ginal risk effect of environmental investments in firms with strong internal governance. This study
transcends traditional environmental regulation perspectives by reframing environmental invest-
ments as strategic corporate decisions, revealing the double-edged sword effect of “green leverage”.
It provides theoretical foundations for optimizing corporate ESG investment portfolios and inform-
ing regulators in formulating differentiated green finance policies.
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Table 1. Definition and description of variables
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Table 2. Descriptive statistics analysis of variables and correlation analysis of variables

2. AR MG RIER SR

AAE Mean SD 1 2 3 4 5 6 7 8 9

CR 1.56 226 1
Glnv 8.09 8.63 —0.066** 1
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c 6.16 138 —0.127** 0.070** 1
SZ 22.75 133 —0.204** 0.264**  0.153** 1

CUR 191 1.86 0.017+ -0.120%*  0.003  —0.292%%* 1

TATO 0.64 0.55 —0.015 —0.011  0.037**  0.051** —0.062** 1

GGP  0.56 046 —0.064** 0.062**  0.156*%*  0.153** —0.028** 0.023* 1

LEV 046 021 —0.003  0.140** —0.047** 0.401** —0.551** 0.075** 0.025* 1

ROA 481 794 -0.024* 0.052**  0.153**  0.133**  0.160** 0.140** 0.045** —0.238*** |

VE: N=9488, *p<0.05; *p<0.01; +p<0.10.
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Table 3. Regression results of corporate environmental investment on credit risk

3. W IMRIRERHMER R EYIER

CR CR CR
VARIABLES (%L 1) (Bi%d 2) (% 3)
Glnv —0.006%* —0.034%* —0.231 %%
(-2.00) (-2.07) (—2.98)
GIm?> 0.002% 0.011%*
(1.72) (2.31)
Glnv * IC 0.032%*
(2.64)
GIm? * IC —0.001%*
(-2.03)
IC 0.006 0.007 —0.044*
(0.32) (0.35) (-1.90)
Sz —0.275%* —0.290%** —0.286%**
(—4.23) (—4.41) (—4.36)
GGP —0.114%* —0.113%* —0.112%*
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(-2.13) (-2.10) (-2.09)
LEV 0.901 *** 0.890%** 0.877%**
(4.81) (4.75) (4.68)
ROA 0.015%** 0.015%** 0.016%**
(4.44) (4.46) (4.67)
CUR —0.024 —0.024 —0.022
(-1.22) (-1.19) (-1.11)
TATO 0.092 0.093 0.081
(0.97) (0.98) (0.85)
Cons_ 8.123 %% 8.443 %% 8.669%**
(5.61) (5.78) (5.94)
Year/Firm Yes Yes Yes
Obs 9488 9488 9488
R? 0.147 0.148 0.150
F 95.49 89.73 80.94

VE: t-statistics in parentheses; ***p <0.01, **p<0.05, *p<0.1,
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