
Appendix A. Descriptive statistics and correlations
Descriptive statistics
The descriptive statistics (Table A1) reveal notable variability across 85 developing countries from 2010 to 2022.  shows a wide range, from -0.40 to 9.27, indicating substantial differences in emissions levels.  exhibits moderate variation, ranging from 0.336 to 0.937, reflecting diverse HDI levels.  ranges from -1.86 to 1.50, highlighting significant differences in the quality of governance.  stands out with extreme variability, ranging from -3.75 to an exceptionally high 557.20, suggesting economic instability in some observations. Similarly,  shows wide fluctuations, indicating varied economic performance across entities.
Table A1. Descriptive statistics
	Variable
	Obs
	Mean
	Std. dev.
	Min
	Max

	lnCO2
	1,105
	3.158
	1.806
	-0.400
	9.273

	HDI
	1,105
	0.665
	0.124
	0.336
	0.937

	GQ
	1,105
	-0.353
	0.651
	-1.859
	1.501

	lnFGF
	1,105
	6.983
	1.932
	-0.693
	11.723

	lnTO
	1,105
	4.185
	0.468
	0.993
	5.257

	INF
	1,105
	7.675
	24.310
	-3.749
	557.202

	GDPG
	1,105
	3.981
	7.167
	-58.318
	153.493


Source: Authors’ calculations
Correlation matrix
Table A2 presents no correlation in the correlation matrix is greater than 0.8, which may be a good sign of no potential multicollinearity. There is a strong positive correlation of lnCO2 with lnFGF (0.659), suggesting that higher fossil fuel consumption is associated with higher CO2 emissions. It also has a strong positive sign with HDI (0.504), indicating that more developed countries tend to have higher emissions. 
[bookmark: _Toc183703823]Table A2. Correlation matrix
	
	lnCO2
	HDI
	GQ
	lnFGF
	lnTO
	INF
	GDPG

	lnCO2
	1.000
	
	
	
	
	
	

	HDI
	0.504
	1.000
	
	
	
	
	

	GQ
	0.327
	0.674
	1.000
	
	
	
	

	lnFGF
	0.659
	0.257
	0.295
	1.000
	
	
	

	lnTO
	-0.158
	0.320
	0.336
	-0.093
	1.000
	
	

	INF
	-0.009
	-0.094
	-0.197
	-0.067
	-0.210
	1.000
	

	GDPG
	-0.017
	-0.092
	-0.047
	0.079
	0.061
	-0.090
	1.000


[bookmark: _Toc138194431]Source: Authors’ calculations


Appendix B. Heterogeneous analysis 
By geography
We expand our study by examining whether the impact of foreign green finance on ESG metrics varies across different regions. The classification of countries in this analysis is organized by regional location to better capture geographic and contextual differences in the effects of FGF (Table B1). This regional framework allows for a comparative analysis of the dynamics between FGF and sustainability measures across distinct economic and institutional contexts.
[bookmark: _Toc183703830]Table B1. Estimation results by geography
	Variables
	FGLS
	PCSE

	
	(1)
	(2)
	(3)
	(1)
	(2)
	(3)

	
	lnCO2
	HDI
	GQ
	lnCO2
	HDI
	GQ

	Asia

	lnFGF
	0.012
	0.000
	0.019***
	0.674***
	0.008***
	0.123***

	
	[1.31]
	[0.31]
	[3.02]   
	[10.04]
	[4.78]
	[8.65]   

	lnTO
	-0.410***
	0.020***
	0.337***
	-0.628***
	0.095***
	0.629***

	
	[-9.18]
	[4.58]
	[8.32]   
	[-6.97]
	[19.98]
	[19.24]   

	INF
	0.000
	-.000***
	-0.007***
	0.013***
	-0.000
	-0.010***

	
	[0.11]
	[-7.26]
	[-7.64]   
	[2.80]
	[-0.57]
	[-7.55]   

	GDPG
	0.000
	-0.000*
	-0.004** 
	-0.064***
	-0.006***
	-0.029***

	
	[0.02]
	[-1.82]
	[-2.36]   
	[-3.43]
	[-4.06]
	[-3.56]   

	N
	442
	442
	442
	442
	442
	442

	Africa

	lnFGF
	-0.001
	0.000
	-0.002
	0.372***
	0.009***
	0.043***

	
	[-0.39]
	[0.93]
	[-0.66]   
	[6.86]
	[3.36]
	[3.56]   

	lnTO
	-0.488***
	0.002
	0.008
	-0.645***
	0.063***
	0.292***

	
	[-16.82]
	[1.00]
	[0.26]   
	[-8.59]
	[7.03]
	[7.11]   

	INF
	0.000
	0.000
	-0.000
	-0.000
	0.000
	-0.002** 

	
	[0.60]
	[0.20]
	[-0.80]   
	[-0.29]
	[1.22]
	[-2.08]   

	GDPG
	0.008***
	0.000
	0.000
	-0.007
	-0.001
	-0.004

	
	[9.08]
	[0.24]
	[0.03]   
	[-0.57]
	[-1.05]
	[-1.06]   

	N
	442
	442
	442
	442
	442
	442

	Latin America and the Caribbean

	lnFGF
	0.073***
	0.002***
	0.014*  
	0.500***
	0.015***
	0.088***

	
	[4.39]
	[3.05]
	[1.93]   
	[9.23]
	[7.38]
	[4.56]   

	lnTO
	-1.826***
	-0.023***
	-0.229***
	-1.203***
	-0.026***
	0.038

	
	[-23.66]
	[-3.75]
	[-2.64]   
	[-8.77]
	[-4.41]
	[0.83]   

	INF
	0.042***
	0.001
	0.005
	0.005
	-0.000
	0.013*  

	
	[4.50]
	[1.52]
	[1.08]   
	[0.26]
	[-0.43]
	[1.65]   

	GDPG
	0.020***
	0.000
	0.003** 
	0.005
	0.000
	-0.008

	
	[5.95]
	[1.12]
	[2.17]   
	[0.40]
	[0.36]
	[-1.45]   

	N
	422
	422
	422
	422
	422
	422


Notes. t-statistics in brackets; * p<0.1, ** p<0.05, *** p<0.01
Source: Authors’ calculations
In Asia,  significantly enhances and, reflecting the region's capacity to channel green finance into institutional and human development. Trade openness reduces CO2 emission​ significantly (-0.628), aligning with the Green Solow model and EKC hypothesis that openness fosters cleaner technologies. In Africa,  has weaker effects, showing no significant impact on  in FGLS but a modest influence on PCSE (0.043). Instead, GDP growth significantly reduces , indicating continued reliance on resource-driven growth (Barro, 1991). Latin America and the Caribbean demonstrate the strongest effects of  on all outcomes, with significant improvements in ​, , and , all at 1% level of significance. 
By income level
The analysis is also conducted by classifying countries based on the World Bank's income groups to explore the distinct dynamics of FGF across different development levels (Table B2). This grouping allows for comparative insights into the role of FGF and economic indicators across varying levels of development.
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	Variables
	FGLS
	PCSE

	
	(1)
	(2)
	(3)
	(1)
	(2)
	(3)

	
	lnCO2
	HDI
	GE
	lnCO2
	HDI
	GE

	Low-income and lower-middle-income countries

	lnFGF
	0.029***
	0.000
	0.002
	0.524***
	0.014***
	0.080***

	
	[3.67]
	[0.71]
	[0.74]   
	[8.70]
	[6.75]
	[8.01]   

	lnTO
	-0.412***
	0.016***
	-0.044*  
	-0.554***
	0.057***
	0.156***

	
	[-9.53]
	[5.36]
	[-1.71]   
	[-8.43]
	[9.94]
	[8.26]   

	INF
	0.000
	0.000
	-0.000
	-0.001
	-0.000
	-0.002** 

	
	[0.35]
	[0.26]
	[-1.31]   
	[-1.13]
	[-0.38]
	[-2.32]   

	GDPG
	0.009***
	-0.000
	-0.001
	-0.046***
	-0.004***
	0.001

	
	[4.10]
	[-1.18]
	[-0.56]   
	[-2.88]
	[-2.97]
	[0.15]   

	N
	624
	624
	624
	624
	624
	624

	Upper-middle-income and high-income countries

	lnFGF
	0.051***
	0.000
	-0.001
	0.623***
	0.009***
	0.087***

	
	[5.47]
	[1.33]
	[-0.27]   
	[10.02]
	[6.12]
	[5.46]   

	lnTO
	-0.345***
	0.013***
	0.203***
	-0.787***
	0.042***
	0.674***

	
	[-7.33]
	[3.83]
	[4.54]   
	[-8.43]
	[8.88]
	[15.06]   

	INF
	-0.001
	-0.000***
	-0.005***
	0.017***
	-0.000
	-0.009***

	
	[-0.93]
	[-5.65]
	[-5.12]   
	[3.25]
	[-0.07]
	[-8.01]   

	GDPG
	0.002***
	4.46E-05
	0.000
	0.003
	-0.000*
	-0.007

	
	[3.00]
	[1.07]
	[0.13]   
	[0.38]
	[-1.75]
	[-1.17]   

	N
	481
	481
	481
	481
	481
	481


Notes. t-statistics in brackets; * p<0.1, ** p<0.05, *** p<0.01
Source: Authors’ calculations
In low-income and lower-middle-income nations, FGF supports development but may not yet reduce emissions, as evidenced by the significant positive effects of  on  and . While trade openness has a favorable and significant impact on  and , it dramatically lowers  (-0.412 at the 1% level), confirming the idea that openness can promote cleaner technology (Grossman and Krueger, 1991).  has a positive impact on  and  at the 1% level for upper-middle-income and high-income countries, indicating that FGF can be effectively used for both environmental and developmental benefits. The significance of customized FGF methods for attaining sustainable development is emphasized by these findings, which highlight the diverse roles played by economic and financial elements across development levels.
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