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Abstract

The relationship between financial innovation and financial risk has become increasingly inse-
parable in modern economy. With the continuous development of society, financial innovation has
become a key means to promote economic growth and meet diversified financial needs. However,
just like the two sides of a coin, financial innovation often comes with new and unknown risk fac-
tors behind it. On the one hand, financial innovation can transfer and diversify some financial
risks. On the other hand, financial innovation will also generate new risk factors. Therefore, in
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order to successfully carry out carbon finance innovation in the era of low-carbon economy, finan-
cial institutions need to maintain caution and prudence while pursuing innovation, and take
proactive measures to effectively manage and reduce potential financial risks. This article ex-
plores the potential financial risks in carbon finance innovation and proposes relevant counter-
measures and suggestions.
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