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______________________________________________________________________________________ 
Abstract—Green finance and sustainable investments have become more important as a means of 
achieving better environmental and social conditions and are becoming increasingly popular in 
influencing improvements in environment and society. As shown by current trends in the green 
finance market, there is a marked change in investor behavior towards there being an increasing 
amount of demand for investments that are socially and ecologically responsible. The integration of 
ESG (Environmental, Social and Governance) criteria into investment strategies currently is accepted 
as industry practice when evaluating a company's sustainability performance. The amount of green 
bonds that can be offered to finance environmentally based projects is rising rapidly, and sustainable 
indices have become staples for many investors who are seeking opportunities to invest in companies 
that have demonstrated sound ESG track records. Yet there are challenges still existing while this new 
world evolves. For example, due to some controversial elements surrounding the standardization of 
how ESG metrics are reported, there's no standard way to fairly compare and assess a business's 
sustainability performance. Companies attempting to lure in investors through green washing also 
make it difficult for financial markets to attract capital to genuinely sustainable companies. 
Furthermore, short-term thinking in financial markets causes investors to shy away from making 
investments into sustainable projects that require long-term growth strategies. Additionally, uncertain 
policy environments and lack of historical data on sustainable investing have made many 
decision-making processes convoluted. While green finance has a great deal of promise to provide 
investors, businesses and the earth with new opportunities, sustainable investing has numerous 
benefits including providing significantly positive long-term returns on investment and mitigating 
risk associated with climate change and a shortage of natural resources. By investing in green 
technology and green industries, firms can also develop new technologies and drive economic 
development. Investors aligning their financial goals with their values can help fund initiatives that 
benefit the environment and society in general. Businesses pursuing sustainable practices can also 
develop their reputation and attract capital from socially responsible investors. Pursuing green 
finance has the potential to create a path for sustainably addressing the world's most pressing 
problems and promoting responsible financial practices. By working together with transparency and 
continuing to educate, we can also create a more sustainable and resilient world for generations to 
come. Taking advantage of the numerous opportunities presented by green finance is also a sound 
investment strategy. 
 
Index Terms—Green Finance, Sustainable Investment, Trends, Challenges, Opportunities 
______________________________________________________________________________________ 

I.​ Introduction 
Green finance is becoming an increasingly important mechanism for addressing the urgent global 

issues of climate change, depletion of natural resources, and can no longer be neglected — they are here 
now to stay and require immediate action! Green finance represents a major transition in the world of 
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finance, integrating environmental, social, and governance (ESG) criteria into the investment 
decision-making process to create jobs and preserve our environment for future generations. The goal of 
green finance is to invest part of the investor's capital toward projects, companies, and activities that provide 
the most beneficial environmental and social outcomes, while reducing the responsibility of the investor’s 
capital to fund low-impact activity. This change in the approach to investing demonstrates a growing 
awareness by both investors and the financial institutions of the importance of environmental issues as 
major systemic risks to the entire world economy. As such, the need to invest in environmentally friendly 
ways has become an imperative. Green finance refers to a wide variety of financial tools and methods. One 
tool that has gained popularity in the green finance space is the issuance of green bonds which help fund 
environmentally friendly / sustainable businesses/projects, including but not limited to, renewable energy 
assets (either renewable generation facilities or renewable energy infrastructure), sustainable agricultural 
practices, and clean transportation systems. Like the trend seen among green bonds, there has been an 
increase in the number of lending and investing products being offered as sustainable solutions (i.e., 
products designed to encourage businesses to incorporate environmentally friendly practices into the daily 
operations and to align the business activities with sustainable objectives). The increased level of investment 
by various governments as well as international organizations for the purpose of financing climate change 
will drive a great deal of capital towards green financing supporting the transition to a low-carbon and 
sustainable economy. In addition, green financing can also create new market opportunities, innovation in 
green technology, and advance sustainable economic growth. However, there will also be challenges that 
will need to be addressed when it comes to green financing. Collaboration among all parties is required to 
resolve ongoing issues related to creating a uniform ESG standard, ensuring that data is readily available 
and addressing issues of financial returns. Working together to resolve these issues will help establish trust 
with investors and enable more widespread use of sustainable finance practices. Green finance is a new and 
powerful means of transforming the financial industry and creating a better tomorrow. By directing capital 
to environmentally friendly and socially responsible projects, green finance can make a big difference in 
reducing the effects of climate change, supporting sustainable development, and preserving the health of the 
planet and its people. We'd all do well to support and participate in green finance as a mechanism for 
affecting positive change at a global level regarding the impacts of environmental degradation and the risks 
associated with it. 

II.​ OBJECTIVE OF THE STUDY 
This study examines the prevailing trends, challenges, and opportunities of Green Finance and Sustainable 
Investment. 

III.​ RESEARCH METHODOLOGY 
This study is based on secondary sources of data such as articles, books, journals, research papers, websites 
and other sources. 

IV.​ EMERGENCE OF GREEN FINANCE IN INDIA 

India has placed increasing emphasis on sustainability, particularly following its global commitments 
such as the Paris Agreement. Under the Paris Agreement, India has pledged to lower its carbon intensity by 
33-35% from 2005 levels by 2030. Additionally, the country aims to generate 50% of its electricity from 
renewable energy sources by 2030, alongside other ambitious goals related to green energy production, 
carbon reduction and sustainable agriculture. It is estimated that to meet India’s Nationally Determined 

 
121197           International Innovations & Scholarly Trends Journal (IISTJ) | www.iistj.org 158 

 

 



Year 2026 | Volume 02 - Issue 07 July 2026 ​                   ​ ​ ​ ​ ​       ISSN : 3139-1478                

Contributions (NDCs) under the Paris Agreement, the nation will require US$ 2.5 trillion (around Rs. 162.5 
lakh crore) between 2015 and 2030, or US$ 170 billion (approximately Rs. 11 lakh crore) annually. 

Given the scale of these goals, financing has been a critical concern. Traditional sources of capital, with 
their focus on short-term profitability, have often been inadequate in supporting the massive investments 
required for green initiatives. This gap has given rise to green finance, which offers long-term, patient 
capital aligned with environmental objectives. 

V.​ DRIVERS OF GREEN FINANCE IN INDIA 

The growth of green finance in India has been boosted by several factors: 

1 ​ Policy interventions: The Indian government has introduced key initiatives, such as the National 
Action Plan on Climate Change (NAPCC), the Renewable Purchase Obligation (RPO) and the smart 
cities mission to encourage significant investments in sustainability. By February 2024, the total 
investments earmarked for the Smart Cities Mission amounted to US$ 86.43 billion (nearly Rs. 
7,20,000 crore). Of this, 7,742 projects worth US$ 21.80 billion (about Rs. 1,81,561 crore) have 
been put out to tender. Work orders have been issued for 2,740 projects valued at US$ 10.68 billion 
(around Rs. 89,000 crore), while 5,002 projects totaling US$ 11.11 billion (approximately Rs. 92,561 
crore) have already been completed. These efforts have attracted interest from both domestic and 
international investors in green initiatives. 

2 ​ International funding: India has attracted significant funding from global institutions such as the 
World Bank, Green Climate Fund and Asian Development Bank (ADB), which have provided 
financial assistance for renewable energy, climate resilience and other sustainable projects. 

3 ​ Corporate and institutional initiatives: Indian companies, especially in sectors such as renewable 
energy, transportation and infrastructure, have increasingly turned to green bonds and sustainable 
investments to raise capital for environmentally friendly projects. 

4 ​ Growing public awareness: The rise of environmental consciousness among Indian consumers and 
investors has led to greater demand for financial products that align with sustainability principles. 

VI.​ TRENDS IN GREEN FINANCE AND SUSTAINABLE INVESTMENT 
1.​  Climate Risk Assessment is the process that the financial industry is using to assess climate risk (the 

potential impact of climate change) during investment analysis. 
 

2.​  ESG Integration is an investment-related process in which an organization is being used to help 
determine (to the extent possible) whether a company's performance is sustainable. 

 
3.​  Green Bonds have increased dramatically in recent years as organizations use Green Bonds (which 

are debt securities) to support a variety of environmentally friendly projects. 
 

4.​  Impact Measurement is an investment analysis and measurement tool for assessing how the 
real-world impact of an investment has been affected, using both financial returns and the positive 
outcomes from an environmental and/or social perspective. 

 
5.​ Increased Demand is a general term that describes the rising interest of investors in alternative 

sustainable investments, due to concerns with environmental/societal impacts. 
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6.​ Regulatory Support government and finance regulatory agencies around the globe provide regulatory 
policies, guidance, and support (such as improved information/information reporting regarding ESG, 
among others) to foster Sustainable Finance. 

 
7.​ Shareholder Activism shareholder activism is a movement in which shareholders are engaged with 

corporations to push companies toward sustainable practices, resulting in increased corporate 
commitments to and through sustainability. 

 
8.​ Social Bonds social bonds have become increasingly popular over the past several years due to their 

focus on social issues, such as affordable housing and education, like Green Bonds. 
9.​ Sustainable Indices Several stock indices that reflect the performance of companies committed to 

sustainability practices are becoming increasingly popular. 
 

10.​ Sustainable Innovation There are many new technologies emerging that can help to create green 
industries, such as renewable energy, electric vehicles, as well as sustainable agricultural systems. 
These innovations create tremendous investment opportunities. 

 
11.​ Sustainable Lending Many financial institutions and banks are beginning to align their lending 

practices with sustainability goals by providing lower interest rates for borrowers involved in 
eco-friendly businesses or projects. 

 
12.​ Sustainable Real Estate Many investors are becoming increasingly aware of, and concerned about, 

the environmental impact of their investments in real estate. There seems to be a desire for 
sustainable development based on the use of green certification and sustainable construction 
practices. 

 
13.​ Transition Finance Many companies with a significantly larger carbon footprint than normal are 

seeking transition finance to help them continue their transition to becoming more sustainable 
businesses. 

VII.​ OPPORTUNITIES 
There are a huge number of chances in the realm of green investment and sustainable development. There 
are numerous advantages for investors, businesses and the earth as listed below;  

1.​ Market opportunities are available through sustainable investing in numerous newly developing 
markets for green technologies and solutions.   

2.​ Sustainable projects will help alleviate some of the world's most urgent issues such as climate 
change, depletion of natural resources, and removing social inequalities;  

3.​ Companies with a strong commitment to sustainability will typically attract greater levels of 
investment from investors who are concerned about the environment, as well as institutional 
investors, by being able to offer a higher level of reliability when assessing their investment risk; 

4.​ Sustainable investments allow investors to diversify their investments by having exposure to 
multiple asset classes and sectors; 

5.​ By investing in sustainable technologies companies will encourage technological innovation, while 
aiding in the growth of green industries, thereby creating an additional level of economic 
opportunity; 
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6.​ Sustainable investments generally produce attractive, long-term returns, as companies that utilize 
sound Environmental, Social and Governance (ESG) principles are more likely to be sustainable and 
will be able to respond better than their non-sustainable counterparts to the challenges of the future; 

7.​ Sustainable investments give both individual and institutional investors an opportunity to integrate 
their financial goals with their own personal beliefs by aiding them with those initiatives which are 
beneficial for both the environment and society;  

8.​ Being involved with sustainable investment projects will also assist companies in adhering to the 
evolving rules and regulations concerning the environment. 

9.​ Engagement with stakeholders and improving your reputation by showing your commitment to 
sustainability can increase the likelihood of gaining socially conscious customers, employees, and 
investors.  

10.​By integrating ESG factors into investment decisions, investors can identify and reduce potential 
risks related to climate change, resource depletion, and various other sustainability-related issues. 

VIII.​ CHALLENGES 
Sustainable investing has a lot of potential but there are still several issues that need to be addressed for it to 
work effectively. 
 

1.​ The quality and availability of ESG data: The availability and quality of reliable, consistent and 
comparable ESG data is not always easy to find. This is because companies do not publish relevant 
or consistent information due to the variety of approaches that companies adopt when reporting on 
their ESG performance. 

 
2.​ Financial performance of ESG investments: Although there is a significant amount of evidence 

that supports environmentally friendly investing; some investors remain skeptical about how well 
they will perform compared with traditional investment vehicles. 

IX.​ GREENWASHING 
Greenwashing is when certain businesses make false or exaggerated claims about their sustainability to get 
investors interested in their company without doing much (if anything) around making changes.  

1.​ Large Scale Investments: There is increasing demand for sustainable investments, however the 
scale of investment needed to meet global sustainability challenges may seem overwhelming 

2.​ Unawareness and Education: Way too many potential investors are still unaware of all the 
opportunities and benefits of sustainable investments and so there is an increasing need for 
educational initiatives as well as more public awareness campaigns 

3.​ Uniform Frameworks: There are no globally recognized standards or frameworks for measuring 
and reporting Environmental, Social and Governance metrics, making it difficult to accurately 
compare and assess the sustainability performance of various companies 

4.​ Limited Data: The field of sustainable investing is still relatively new and as such has a lack of 
historical data in which to judge the long-term performance of sustainable investing strategies 

5.​ Regulatory Regime: The fact that policies and regulations regarding sustainability are constantly 
evolving adds uncertainty for both investors and companies 

6.​ Short-Termism in Financial Markets: The fact that many financial markets give preference to 
short-term returns causes issues for long-term investments in sustainable projects that may need 
years before providing any returns 
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7.​ Transition Risk: Transitioning toward sustainability can often lead to significant financial risks and 
challenges for companies who were previously reliant upon fossil fuels 

X.​ CONCLUSION 
Green finance and sustainable investment are becoming increasingly important in addressing global 

environmental issues and the impact that investments have on the planet by promoting responsible practices. 
Since green finance has emerged as a major trend within the financial services sector, there has been a 
significant shift toward incorporating ESG (Environmental, Social and Governance) criteria into investment 
strategies. As a result, green bonds, sustainable indices, and other financial products have been developed to 
provide funding to projects and businesses that are environmentally friendly. As investors become more 
aware of how sustainability impacts the company's bottom line, green finance is becoming an important 
driver of positive change. However, there are challenges associated with developing a sustainable finance 
ecosystem. The lack of standardized ESG (Environmental, Social, and Governance) metrics makes it 
difficult for investors to compare and assess a company's true sustainability performance; additionally, 
greenwashing is a significant concern because false claims of sustainability can lead investors to believe 
there are more sustainable investments than exist. Short-termism is another challenge, as shortening the time 
horizon of investors and financial markets prevents long-term sustainable projects from achieving their full 
potential. Finally, navigating policy uncertainty and the lack of significant historical data creates additional 
barriers and obstacles for investors who are trying to make sound decisions based on sustainability. You 
cannot overlook the tremendous opportunities being offered through green finance. Sustainable investment 
offers the potential for excellent returns financially and at the same time contributes to solving problems 
regarding climate change and lack of resources. Green investment in technology and industry will 
encourage new ideas; create jobs; and stimulate the global economy, helping to ensure a sustainable and 
resilient future. Additionally, aligning your financial objectives with your values enables you to support 
initiatives that positively impact the planet and society creating positive changes on a global basis. 
Businesses implementing sustainable methods build their reputations, while simultaneously making it easier 
to access capital from investors that are more socially responsible. Cooperation across government, financial 
institutions, business, and individuals is required to fully realize the potential of green finance and 
sustainable investment. Critical steps towards achieving these objectives include creation standardized ESG 
metrics; providing transparent data; and increasing awareness of sustainable investment options. 
Policymakers can create the framework within which to incentivize sustainable finance, and all investors 
can influence shareholder activism and/or responsible investing. Green finance is much more than a current 
trend; it is an agent of change with the power to transform our financial system and respond to immediate 
global crisis. By utilizing sustainable investing policies and adhering to green finance principles, we can 
work together for a shared resounding future. 

References 
 
[1]​Asian Development Bank. (2022). Asian development outlook 2022. 
[2]​Banga, J. (2019). The green bond market: A potential source of climate finance for developing 

countries. Journal of Sustainable Finance & Investment, 9(1), 17–32.  
[3]​Bhattacharya, R., & Roy, S. (2022). Green finance growth in India. Energy Policy Journal, 145, 

111–125. 4. Campiglio, E. (2016). Beyond carbon pricing: The role of banking and monetary policy 
in financing the transition to a lowcarbon economy. Ecological Economics, 121, 220–230. 

 
121197           International Innovations & Scholarly Trends Journal (IISTJ) | www.iistj.org 162 

 

 



Year 2026 | Volume 02 - Issue 07 July 2026 ​                   ​ ​ ​ ​ ​       ISSN : 3139-1478                

[4]​Dikau, S., & Volz, U. (2021). Central bank mandates sustainability objectives and the promotion of 
green finance. Ecological Economics, 184, 107022. 

[5]​Flammer, C. (2021). Corporate green bonds. Journal of Financial Economics, 142(2), 499–516.  
[6]​G20 Sustainable Finance Working Group. (2023). Sustainable finance roadmap. 
[7]​IMF. (2021). Climate change and financial stability.  
[8]​Karpf, A., & Mandel, A. (2018). The changing value of the ‘green’ label on the US municipal bond 

market. Nature Climate Change, 8(2), 161–165.  
[9]​OECD. (2017). Investing in climate, investing in growth.  
[10]​ Reserve Bank of India. (2023). Report on trend and progress of banking in India 2022–23. 
[11]​ SEBI. (2022). Business responsibility and sustainability reporting by listed entities. 
[12]​ UNEP. (2016). Green finance for sustainable development. 

 
121197           International Innovations & Scholarly Trends Journal (IISTJ) | www.iistj.org 163 

 

 


	I.​Introduction 
	II.​OBJECTIVE OF THE STUDY 
	III.​RESEARCH METHODOLOGY 
	IV.​EMERGENCE OF GREEN FINANCE IN INDIA 
	V.​DRIVERS OF GREEN FINANCE IN INDIA 
	VI.​TRENDS IN GREEN FINANCE AND SUSTAINABLE INVESTMENT 
	VII.​OPPORTUNITIES 
	VIII.​CHALLENGES 
	IX.​GREENWASHING 
	X.​CONCLUSION 
	References 

