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Over the past decade, green bonds have attracted growing attention from policymakers, investors, and
academics, as governments and corporations have significantly increased their green bond issuances in response
to climate-related challenges and sustainability goals. This dissertation examines green bonds from three
key perspectives: their pricing in financial markets, the stock market reaction to their announcements, and
their effectiveness in achieving environmental outcomes. By analysing primary market data, this study provides
empirical insights into how green bonds are perceived and valued by investors, and whether firms’

sustainability profiles influence market responses. In Chapter one, we discuss the motivation behind our study.

Chapter two is based on the paper Berdiev (2025) published in the Journal of FEconomic Modelling.
investigates whether green bonds are issued at lower yield spreads compared to conventional bonds—a phenomenon
commonly referred to as the “greenium.” Although greenium has been widely studied in recent years, its
existence remains inconclusive across markets and time periods. To contribute to this ongoing debate, this
study analyzes issuance data from Japan’ s primary corporate bond market between 2016 and 2023, employing
multivariate regression models to examine yield differentials at issuance. The findings reveal that the
greenium is not universal; it emerges only for firms with strong environmental performance, where green bonds
are issued at yield spreads that are, on average, 7 to 11 basis points lower than their conventional
counterparts. Notably, the greenium effect disappears after 2021, a period marked by heightened concerns over
greenwashing and broader global market volatility. While investor demand for green bonds contributes to pricing
differences, post—issuance liquidity appears to have limited impact. These results suggest that firm-level
sustainability performance can reduce capital costs and that credibility and transparency are critical for

sustaining investor confidence in the green bond market.

Chapter three is based on the paper Berdiev (2025) published in the Journal of Finance Research Letters
This study examines stock market reactions to green bond announcements in Japan, with a particular focus on
the role of firm—level sustainability performance. Employing an event study methodology, the analysis reveals
that significant positive abnormal returns are observed only for firms with high sustainability ratings, while
announcements by firms with weaker sustainability profiles elicit no significant response for first green
issuances. Furthermore, the results indicate that industrial firms, large—sized firms, and those with high
environmental materiality also receive favourable reactions from investors. These findings suggest that
markets reward credible green financing efforts and are increasingly discerning toward potential greenwashing,

emphasizing the importance of transparency and environmental integrity in sustainable finance

Chapter four is scheduled to be published in the Journal of Green Finance. In this study, we empirically
examine the dual effects of green bond issuance on greenhouse gas (GHG) emissions and sovereign Environmental,
Social, and Governance (ESG) performance. Drawing on a global panel of countries from 2000 to 2022 and employing
fixed-effects regression models, we find that green bond issuance is associated with a significant decline
in GHG emissions in subsequent years, with the effect being more pronounced in economies with higher levels
of financial development. We also uncover a positive impact on sovereign ESG scores, though this improvement
is stronger in lower—income countries and diminishes as development levels rise. Heterogeneity analyses further

reveal that the signalling role of external verification is context—dependent, generating the greatest value
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