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Could Capital Market Liberalization Reduce Corporate Carbon Emissions?
A DID Analysis Based on the Expansion of the

Mainland-Hong Kong Stock Connect Program Samples
LU Xiaoqi', YU Maomao

(1. Institute of Economics, Jiangxi Academy of Social Sciences, Nanchang 330077, China;

2. School of International Trade and Economics, University of International Business and Economics, Beijing 100029, China)

Abstract: The opening-up of the Chinese capital market-an important path to building a strong financial country and
achieving high-quality development-can attract more foreign investors into the domestic stock market, promote the high-quality
development of domestic enterprises, and integrate economic and environmental benefits. Based on a sample of A-share listed
companies from 2010 to 2021, this paper takes the gradual expansion of the Mainland-Hong Kong Stock Connect Program as an
exogenous shock and adopts a multi-period difference-in-differences ( DID) model to examine the impact of capital market
liberalization on the carbon emissions of listed companies. This empirical study shows that enterprises can significantly reduce
the level of surrounding carbon emissions after joining the Mainland-Hong Kong Stock Connect Program. Mechanism analysis
shows that this effect is achieved through environmental investment in advance, rather than pollution control afterwards. Joining
the program also helps enterprises reduce the level of carbon emissions by improving their environmental information disclosure
mechanisms. The results of this research can serve as a governmental decision-making reference on how to better promote green
and low-carbon development and coordinate firms’ economic growth and environmental protection.

Key words : capital market liberalization; firms’ carbon emission reduction; firms’ environmental investment; environmental

information disclosure



