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Abstract:

The increasing need of the climate change, biodiversity loss and environmental degradation has compelled
financial systems to navigate towards more sustainable financial systems more and more. In this context,
sustainable finance is the new paradigm in how to allocate money to sustainable projects. This paper
reflects on the potential of green FinTech for sustainable financial products such as green bonds, green
credit, ESG investment platforms, etc. and carbon markets. Based on the analysis of recent studies, the
paper concluded that green FinTech optimizes transparency and cost of transactions, boosts
environmental, social, and governance (ESG) performance, and contributes to climate action. Some of the
problems remain, including regulatory fragmentation, risks of greenwashing, and problems with data
governance. The paper ends by saying that although Green FinTech seems to be a game-changer in this
field of sustainable finance, a strong regulatory framework, technological infrastructure and co-operation
of stakeholders are essential to make it a success.
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1. INTRODUCTION

The financial world is in the midst of a transformation, due to both environmental concerns and
technological innovations. Climate change is one of the most pressing problems of the 21st century that
demands considerable financial efforts to help mitigate and adapt to the effects. The estimates indicate a
global investment need of trillions of dollars per year to reach the global climate targets, which goes
beyond the capabilities of established financial systems.

In response to this, in recent years sustainable finance has become a topic of discussion, where
environmental, social and governance (ESG) principles are embedded in financial decision-making. It
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aims to direct capital towards environmental efforts like renewable energy, sustainable infrastructure, and
climate-resilient development (Taghizadeh-Hesary & Yoshino, 2019).

Concurrently, FinTech has evolved financial services with new technologies like Al, blockchain, and data
analytics. These innovations have led to greater efficiency, lower costs and increased access to financial
services, and especially in emerging markets (Dorfleitner et al., 2017).

Combining the two areas has led to the development of a new subset called green FinTech, which involves
the use of digital financial technologies to achieve environmental sustainability goals. Green FinTech
improves the effectiveness and transparency of sustainable finance via instant tracking, automatic
compliance, and better risk evaluation (Chien et al., 2025).

The purpose of this paper is to discuss the implementation of sustainable financial products using the
perspective of green FinTech, while exploring its advantages, potential hurdles, and policy impacts.

2. LITERATURE REVIEW

2.1 Conceptual Foundations of Green FinTech.

Green FinTech is a new and developing area where considerations for the environment and nature are
incorporated into the functioning of financial technology. According to Khan et al. (2025), it is essentially
the introduction and application of digital financial innovations to support green finance and sustainable
development. This idea is part of a larger movement of sustainable finance, which focuses on embedding
ESG principles in finance (UNEP, 2016).

Researchers claim that green FinTech helps in strengthening the transparency and efficiency of financial
services, using a range of technology including blockchain and artificial intelligence (Manta et al., 2025).
For instance, blockchain eliminates the fraud risk and boosts the investors' confidence due to the secure
nature of it and maintaining immutability of the records of financial transactions.

2.2 FinTech and Sustainable Financing

The market inefficiencies and increased access to capital is one of the reasons why FinTech has been
recognized as one of the major factors enabling sustainable finance. Empirical studies indicate that
investors' usage of FinTech has the potential to boost environmental performance, including green
innovation and the reduction of carbon emissions (Qiao et al., 2025). Furthermore, digital financial activity
facilitates access to green financing to small and medium enterprises (SMEs), a category of companies
that were not previously eligible for such financing. Additionally, FinTech ensures that ESG principles are
incorporated into investment decisions, enabling investors to make their investments more sustainable.
Besides, FinTech contributes to inclusive growth and sustainable development by making financial
services available to people who hence are not in the financial system (Bonsu et al., 2025).

2.3 Green Finance and Sustainable Financial Products

Green finance also covers financing for environmental sustainability measures, ranging from investment
in renewable energy and energy efficiency, to investment in climate adaptation (Taghizadeh-Hesary &
Yoshino, 2019). Examples of key financial products are green bonds, green loans, and ESG investment
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funds. One of the most exciting developments in sustainable finance in recent years is the emergence of
green bonds, which are increasingly playing a prominent role in giving sustainable finance instruments a
new shape. Likewise, ESG mutual funds have been popular with both individual and institutional
investors.

Despite all these expanding markets, there are still issues such as lack of transparency and greenwashing
in these markets. This could help solve these problems by offering a digital equivalent that helps build the
public's trust and efficiency in green financial products (Chien et al., 2025).

3. THEORETICAL FRAMEWORK
This study is based on Sustainable Development Theory and a Technology Adoption Model (TAM).

3.1 Sustainable Development Theory

Green finance (UNEP, 2016) draws on Sustainable Development theory which focuses on the importance
of combining economic, social and environmental goals. In the theory, the financial system must be able
to facilitate activities that are environmentally sustainable, which is in line with Green FinTech.

3.2 Technology Adoption Model (TAM)

This explains how users apply new technologies through a model of perceived usefulness and ease of use:
the Technology Adoption Model. It can be seen that, in the field of green FinTech, the incentives of digital
finance instruments, including cost savings, are key motivation factors for adoption (Dorfleitner et al.,
2017).

The model proposes that important success factors for green FinTech are the ability to deliver targeted
benefits, such as cost reduction, transparency and better environmental results.

4. GREEN FINTECH TECHNOLOGIES

4.1 Blockchain Technology

Initiatives like Ernst & Young's - The CEO’s Guide to Decentralized Finance 4.0 further illustrate how
blockchain can improve transparency and traceability in the green finance sector, with the secure and
permanent distribution of financial data. It has currently been applied to green bond verifiers and carbon
trading platforms (Manta et al. 2025). The ability to verify and monitor green bond issuance and
environmental impact, are among the features of blockchain-based platforms. This minimizes the chance
of greenwashing and increases investor confidence in the statements of claim.

4.2 Artificial Intelligence and Big Data

ESG associated tools such as risk assessment, investment decision making and ESG scoring are enhanced
by Al and big data analytics tools. Such technologies have the ability to provide real-time monitoring of
environmental performance and financial markets' efficiency improvement (Chien et al., 2025). One
application of Al could be to analyze the carbon footprint of companies and their ESG scores. It will be
helpful the investors in making investment decisions.
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4.3 Internet of Things (IoT)
The data generated by IoT devices is real-time, and can be fed into financial systems to assist financial
decision making in green finance. This helps quantify the impact on the environment and helps resource
allocation to be more accurate (Khan et al., 2025). For instance, smart meters which use the IoT can help
gather information about the energy efficiency of water consumption and its usage, and that can be the
basis for granting green loans.

5. GREEN FINTECH-ENABLED SUSTAINABLE FINANCIAL PRODUCTS

5.1 Green Bonds

Green bonds can be debt securities raising the funds for a sustainable project. The efficiency of the FinTech
platforms is boosted by cutting down on transaction costs and increasing transparency (Taghizadeh-Hesary
& Yoshino, 2019). But blockchain technology is most of all transforming the trustworthiness of green
bonds, by offering an open ledger of where the money goes.

5.2 Green Loans and Credit
Green loans are loans for sustainability projects. FinTech provides data analytics to assess credit, and
lessens information asymmetry making green financing more accessible (Bonsu, et al., 2025).

5.3 Carbon Trading Platforms

Companies can reduce emissions through trading of carbon credits via digital platforms. Carbon markets
(Qiao et al., 2025) benefit from blockchain because it helps to keep them fraud-free and transparent.
Providers provide carbon trading platforms to enable companies to participate in trading carbon credits,
offering emission reduction incentives. FinTech enables making digital platforms to realize efficient and
transparent trading of carbon credits.

5.4 ESG Investment Platforms

In the context of Fecht, digital platforms bringing ESG parameters can be created, enabling investors to
connect their investments and portfolios with the principles of sustainable development (Piotrowska,
2025). ESG investment platforms use digital technologies to provide investors with information on the
environmental and social impact of their investments. These enable the investors to match their
investments with sustainability goals.

6. BENEFITS OF GREEN FINTECH

Green FinTech offers substantial economic, environmental and social benefits, enabling the transformation
of traditional financial systems to become more efficient and sustainable. FinTech's role in sustainable
finance is multidimensional, offering beyond financial efficiency benefits in terms of environmental
impacts, social inclusion and systemic change in financial markets. These benefits can be divided into
economic, environmental, social and institutional benefits.
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6.1 Enhanced Efficiency, Cost Reduction, and Market Accessibility

Firstly, green FinTech can substantially improve efficiency and lower the operational expenses thanks to
its automation of financial processes. Blockchain and artificial intelligence (Al) are two key technologies
that can help improve the efficiency of markets by cutting down on intermediaries, simplifying
transactions, and minimizing administrative overheads (Chien et al., 2025). The cost saving is especially
significant for green financial products, where verification procedures may be complex.

For example, smart contracts on the blockchain can be used to automatically disburse a green loan once
the environmental requirements are met. This minimizes delays, cuts out middlemen and improves
operational efficiency. In the same way, robo-advisory platforms are also making it possible to invest
sustainably at low cost, thus de-centralizing sustainable finance.

Furthermore, digital platforms improve the accessibility of the market by enabling investors and borrowers
to link up around the world. This is especially useful for small scale green projects that have limited access
to funding via traditional financing sources.

6.2 Transparency, Accountability, and Reduction of Information Asymmetry
Secondly, green FinTech enhances financial market transparency and accountability. Blockchain
technology offers an unalterable log of transactions and makes sure that the funds invested in green
initiatives are utilized properly. This eliminates information asymmetry and boosts investor confidence
(Manta et al., 2025).
The solution to this problem is provided by FinTech with:

e Tracking Data in real time using IoT devices.

e Immutable records are the use of blockchain.

e Al and big data for advanced analytics
These technologies facilitate the ongoing observation of environmental performance, to ensure that the
funds are being allocated to the right uses. This means that investors are more likely to trust the platform,
and the risk of fraud and misallocation is minimized.

6.3 Promotion of Financial Inclusion and Inclusive Sustainability
It is the key action that aligns most closely with the theme of financial inclusion and inclusive
sustainability. Thirdly, green Fintech enhances financial inclusion and provides access to financial services
for those not served. Digital platforms offer opportunities for individuals and small businesses to engage
in sustainable finance and contribute to inclusive economic development (Bonsu et al., 2025).
For example:
e Mobile lending can facilitate the provision of microloans for solar energy technologies in remote
and rural regions
e Crowdfunding platforms for environmental projects are developed and funded through the public
at large. Crowdfunding platforms for environmental projects are community-based financing that
can be developed and funded by the people.
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This all-encompassing approach is in line with the general principles of sustainable development, which
seek to distribution the benefits of the environment in an equitable manner throughout society.

6.4 Acceleration of Environmental Sustainability and Climate Action

Moreover, green FinTech helps to support environmental sustainability by enabling investments in
renewable energy and green infrastructure. Empirical results indicate that the use of FinTech is correlated
with carbon emission reduction and green innovation (Qiao et al., 2025). Empirical evidence suggests that
the use of FinTech is linked to the green innovation and carbon emissions. Digital platforms can help to
measure and report on environmental effects more effectively, helping policy makers and investors to
make informed choices.

6.5 Strengthening ESG Performance and Corporate Governance
Last but not least, the green FinTech contributes to the improvement of ESG with the incorporation of
sustainability indicators in financial decision-making processes. Environmental risk assessment and
opportunity identification becomes more accurate with the help of such analysis, which will enhance
corporate governance and accountability (Khan et al., 2025). This has several consequences:

e Improved corporate accountability

e Better risk management

e Enhanced investor decision-making
Moreover, digital transparency tools deter immoral practices and foster good corporate citizenship.

7. CHALLENGES AND RISKS
However, green FinTech is still struggling with specific structural, technological and regulatory issues
which need to be resolved to guarantee sustainable development of green FinTech.

7.1 Regulatory Fragmentation and Lack of Standardization

One of the giant hurdles is regulatory hoops jumping and scant standardization. The concept of green
finance has several hues depending on the respective country and it is important to note that one's
understanding of a particular one is quite limited without the other and that this could result in a lack of
cross border investments (UNEP, 2016). The regulatory disintegration causes uncertainty in investment
and financial markets, and makes it hard to cross borders and to scale up green financial products.

7.2 Greenwashing and Credibility Risks
Another danger to consider is "greenwashing," or false claims be made by a company in order to appear
to be environmentally friendly. While transparency is a great feature of FinTech, the likelihood of that risk

should not be eliminated without robust regulations provisions (Piotrowska, 2025).

7.3 Data Privacies, Cybersecurity, and Ethical Concerns.
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Digital financial systems are also vulnerable to cyber-attacks and data breaches, which presents problems
in terms of data privacy and cybersecurity. To keep the trust in green FinTech systems, it is crucial to
secure data (Dorfleitner et al., 2017). Moreover, there are ethical implications associated with the use of
Al, such as bias and opaque decision-making processes. Ethical use of Al practices is crucial in Green
FinTech systems because of its critical role in cultivating trust.

7.4 Technological and Infrastructure barriers

According to Bonsu et al., (2025) one of the challenges to advanced financial technologies (AFT) is poor
digital infrastructure. Some of the challenges for advanced financial technologies (AFT) are inadequate
infrastructure and digital literacy (Bonsu et al, 2025). There is a need to address the ‘digital divide' in order
to achieve access to the positive impact that green FinTech can bring.

8. INDIA: GREEN FINTECH IN ITS EMERGING ECONOMY
With its fast pace of digitalization and its focus on sustainability, India has a great case for green FinTech.

8.1 Digital Transformation & FinTech Growth in India

Innovation in the FinTech sector has attracted investments from India, making it a leader in the world, and
that's what India is exploring programs for. Digital payment platforms, financial inclusion campaigns, and
a solid digital infrastructure are in place throughout the country, creating a solid foundation for green
FinTech adoption. These developments have helped to increase financial services' access and facilitated
the rise of digital financial platforms.

8.2: Relationship with sustainable development.
The introduction of Green FinTech can emerge into a potentially valuable tool to address the
environmental concerns in India where investment in renewable energy and sustainable infrastructure can
be undertaken. Solar loans offered by digital lending platforms are one such market segment that can be
integrated, for example, as are the creation of a digital carbon market. For example, the digital lending
platforms could potentially facilitate the provision of solar loans, and the development of blockchain-
based carbon market could be integrated. India is grappling with a host of environmental challenges, such
as air pollution, scarcity of water and susceptibility to climate change. The positive aspect of this is that
by introducing a new, Green FinTech can bring solutions to these issues and facilitate investments in
renewable energy, sustainable agriculture and green infrastructure.
For example:
Platforms can also be created for digital lending to fund solar project needs. Platforms can be established
to facilitate digital lending in support of solar project needs.

e Blockchain technology proponents believe that blockchain can help increase transparency in

carbon markets.

8.3 Policy and Regulatory Landscape
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Policies and frameworks have been adopted by the Indian government to encourage sustainable finance,
including green bond guidelines and ESG disclosure requirements. But a full regulatory regime for green
FinTech remains to be put together.

8.4 Challenges in the Indian Context
Key challenges include:
e The existence of a digital divide is a consideration between urban and rural areas.
e Limited awareness of sustainable finance
e Regulatory gaps
To scale green FinTech in India, it is imperative to solve these challenges. But there are still many obstacles
like lack of regulations and infrastructure, which necessitates specific policy efforts.

9. POLICY IMPLICATIONS

The government needs to take an all-rounded approach so as to nurture the development of green FinTech.
To achieve uniformity, it is recommended to establish a uniform framework of regulations to avoid
ambiguity and derive green finance definitions; (UNEP, 2016). Governments must develop balance and
ensure consistency in definitions and taxonomies for green finance to ensure consistency and minimize
ambiguity. There 1s a need for international cooperation and to harmonize standards in different countries.
Secondly, regulation's capacity to reduce greenwashing and ability to ensure adherence to ESG
requirements needs to be strengthened (Piotrowska, 2025). Regula- tors should establish strong monitoring
frameworks to safeguard against green- washing and adherence to ESG criteria. This includes the use of
digital tools for real-time monitoring and reporting.

Thirdly, investments in digital infrastructure must be critical in order to ensure financial inclusion and ease
the use of green FinTech solutions (Bonsu et al., 2025). Enabling financial inclusion and some of the green
FinTech adoption are key driven by the expansion of digital infrastructure, especially in rural and under-
served locations.

Forth, improving the digital and financial literacy is crucial for promoting the provision of green financial
products. Information, education, and awareness-raising initiatives are important to help gain credibility
and develop consumer and investor understanding.

Last but not least, Governments need to foster innovation by offering investments, incentives and easing
regulations for green FinTech startups. When working with public and private institutions work together,
sustainable solutions can come sooner.

10. FUTURE RESEARCH DIRECTIONS

The authors suggest empirical research on green FinTech adoption in different countries, impact
assessment of technologies, and behavioural finance aspect as further research issues to be explored.
Specifically, long-term effects of the impacts of green FinTech on financial stability and economic growth
should be investigated (Chien et al., 2025).
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10.1 Empirical and Cross-Country Studies

Empirical analysis of the green FinTech adoption on different countries and different regions should be
the focus of future research. Comparative study could give information about best practices and
effectiveness of policies.

10.2 Technological Impact Assessment
Evaluation of the efficiency and sustainability of financial systems with regard to specific technologies
like blockchain and Al is needed.

10.3 Behavioural Finance Perspectives
The behavioural understanding and decision-making process around sustainable finance can contribute
valuable insights for structuring financial products.

10.4 Role of Central Banks and Financial Institutions

Further research is needed into the ways the central banks and financial institutions can be active in
supporting green FinTech and embedding sustainability discussions within their monetary policy
discussions.

10.5 Long-Term Sustainability and Financial Stability
Long-term effects on financial stability and economic development due to green FinTech should be
explored and investigated.

11. CONCLUSION

Green finance and technology are innovative movements that merges finance and technology within the
environment. This allows to increase efficiency, transparency and improve accessibility and to create
sustainable financial products. As a paper this would be useful to understand the potential of green FinTech
in supporting global sustainability and of course especially the emerging economies. But in order to make
this true, several key issues will have to be addressed, such as regulatory uncertainty and technological
barriers, in addition to data integrity. Regulatory uncertainty, data security and technical barriers will be
key areas it will take to overcome to ensure success. Its pioneering work in documenting eco-finance, and
the development of the Urban Policy Program—a cross-disciplinary initiative acting to advance innovative
and comprehensive urban policy solutions at the intersection of finance and the environment—and its
capacity to work in new directions across this nexus have the potential to advance more sustainable and
inclusive choices. Green FinTech can help towards a more sustainable and inclusive financial system,
through policy support and ongoing innovation.

REFERENCES:

Advanced International Journal of Multidisciplinary Research (www.aijmr.com)



Advanced International Journal of Multidisciplinary

A Research
E-ISSN: 2584-0487
editor@aijmr.com

AIJMR ’

Volume 4, Issue 4, July-August 2026
CrossRef DOI: 10.62127/aijmr.2026.v04i04.1551

1. Bonsu, M. O. A., Wang, Y., Dankwa Nartey, P. R., & Amala, M. N. (2025). Does the integration
of fintech and green finance enhance sustainability performance in the banking sector? Business
Strategy and the Environment. https://doi.org/10.1002/bse.70071

2. Chien, F., Zhang, Y., & Sadiq, M. (2025). FinTech innovation in green finance: A disruptive force
or a complementary tool? International Review of Economics & Finance.
https://doi.org/10.1016/j.iref.2025.104658

3. Khan, L, et al. (2025). The nexus between fintech and green finance in advancing sustainable
development: Evidence from global markets. Discover Sustainability.
https://doi.org/10.1007/s43621-025-02268-5

4. Qiao, C., et al. (2025). Green fintech contributes to environmental sustainability: Evidence from

carbon efficiency and innovation. Humanities and Social Sciences Communications.
https://doi.org/10.1057/s41599-025-06159-y

5. Piotrowska, A. L. (2025). Green FinTech: A consumer awareness study. Sustainability, 17(8),
3701. https://doi.org/10.3390/su17083701

6. Devaraju, N. (2025). A Study on the Role of Fintech in Accelerating Green Finance with
Reference to Public Sector Banks, Review of International Business and Strategy.
https://doi.org/10.70599/rvim/2025/397

7. Manta, O., et al. (2025). Green fintech: Leveraging technology for sustainable investment

practices. Journal of Informatics Education and Research.
https://doi.org/10.52783/jier.v5i3.3215

8. Arner, D. W., Barberis, J., & Buckley, R. P. (2016). The evolution of FinTech: A new post-crisis
paradigm? Georgetown Journal of International Law, 47(4), 1271-1319.

9. Dorfleitner, G., Hornuf, L., Schmitt, M., & Weber, M. (2017). FinTech in Germany. Journal of
Banking and Finance, 95, 157-165. https://doi.org/10.1007/978-3-319-54666-7

10. Scholtens, B. (2006). Finance as a driver of corporate social responsibility. Journal of Business
Ethics, 68(1), 19-33. https://doi.org/10.1007/s10551-006-9037-1

11. Taghizadeh-Hesary, F., & Yoshino, N. (2019). The way to induce private participation in green
finance. Finance Research Letters, 31, 98—103. https://doi.org/10.1016/1.fr1.2019.04.016

12. UNEP. (2016). Definitions and concepts of sustainable finance. United Nations Environment
Programme.

AIJMR26041551 | Advanced International Journal of Multidisciplinary Research (www.aijmr.com) |



https://doi.org/10.1002/bse.70071
https://doi.org/10.1016/j.iref.2025.104658
https://doi.org/10.1007/s43621-025-02268-5
https://doi.org/10.1057/s41599-025-06159-y
https://doi.org/10.3390/su17083701
https://doi.org/10.70599/rvim/2025/397
https://doi.org/10.52783/jier.v5i3.3215
https://doi.org/10.1007/978-3-319-54666-7
https://doi.org/10.1007/s10551-006-9037-1
https://doi.org/10.1016/j.frl.2019.04.016

