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Human activities have affected all parts of the environment and have aggravated
social and environmental crises in the contemporary period. Countries are
promoting economic growth and improving living standards, which leads to an
increase in the use of fossil fuels in industrialization and activities related to
promoting economic growth, and as a result, reduces the quality of the
environment. The purpose of this research is to investigate the impact of stock
market development and energy consumption on environmental quality in
emerging economies for the period of 2002-2022 using the generalized moments
method. The results of the research show that the stock market development
variable has a positive and significant effect on carbon dioxide emissions. When
the stock market develops, there are more resources to finance production,
which increases greenhouse gas emissions by increasing energy consumption. In
addition, energy consumption has a positive and significant effect on carbon
dioxide emissions. The positive response of energy consumption to carbon
dioxide emissions can lead to global warming and climate change due to excessive

Keywords: . use of fossil energy sources. Also, the variables of urbanization, economic growth,
Environmental quality, and the first break of the dependent variable have a positive and significant effect
Stock market on carbon dioxide emissions. While the government size variable has a negative
developmgnt, Energy and significant effect on carbon dioxide emissions. According to the results, in
consumpjclon . emerging economies to reduce the carbon of industrial companies, policymakers
JEL Classification: should implement strict environmental policies without affecting the
E44, Q43, RIL

development of financial markets.
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1. Introduction

Human activities have affected all parts of
the environment and have exacerbated
social and environmental crises in the
contemporary period. In the literature, it
is believed that most economic activities
are closely related to environmental
degradation. Countries are promoting
economic growth and improving living
standards, which leads to increased use of
fossil fuels in industrialization and
activities related to promoting economic
growth, and as a result, reduces the quality
of the environment. Due to the increase in
economic activities, such as the use of
non-renewable energy, there is a sharp
increase in global carbon emissions. The
emission of carbon dioxide from fossil
fuels is one of the most important causes
of climate change. As a result, considering
the impact of energy consumption and
financial ~market development on
environmental degradation, the attention
of many researchers, investors, and
policymakers has been drawn to this field
of study. Little attention to the impact of
energy consumption and stock market
development on environmental quality, as
well as the lack of internal studies to
investigate this issue, made the authors try
to fill this research gap.

2. Methods

In the present study, first, the unit root of
the variables was checked using the Levin-
Lin-Chu test, and then the long-term
relationship between the variables of the
model was checked using the Kao
cointegration test. Finally, the relationship
between stock market development,
energy consumption, and environmental
quality in emerging economies for the
period of 2000-2022 was investigated
using of generalized moments method

(GMM). This estimator is suitable for
dynamic panel data sets with short periods
and more cross-sections. The consistency
of the GMM estimator depends on the
validity of the assumption of serial non-
correlation of the errors and instruments.
Sargan's test is one of the predetermined
limits that tests the validity of the
instruments. Sargan's test statistic has a
distribution with degrees of freedom equal
to the number of extreme restrictions. The
null hypothesis in this test is based on the
adequacy of the number of instrumental
variables in the model, while the non-
acceptance of the null hypothesis means
that there are not enough instrumental
variables in this model and a more suitable
instrumental variable should be defined
for the model. In addition, tests for the
presence of first-order serial correlation
or AR (1) and second-order or AR (2) have
also been performed.

3. Findings

The findings indicate that according to the
unit root test of Levin, Lin, and Chu (LLC),
all variables are at level I (0). The results of
the Kao cointegration test confirm the
existence of a long-term equilibrium
relationship between the variables. The
findings obtained from the estimation
show that the coefficient of the dependent
variable lag is positive. This result
indicates that the increase in carbon
dioxide emissions in period t-1 positively
affects carbon dioxide emissions in period
t. Also, stock market development has a
positive and significant effect on carbon
dioxide emissions. One percent increase in
stock market development will increase
carbon dioxide emissions by 0.005. Energy
consumption also has a positive and
significant effect on carbon dioxide
emissions; That is, with a one percent
increase in energy consumption, carbon
dioxide emissions will increase by 1.226.
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Moreover, economic production has a
positive and significant effect on carbon
dioxide emissions. A one percent increase
in economic production will increase
carbon dioxide emissions by 0.15L
Moreover, the population has no
significant effect on carbon dioxide
emissions. According to Sargan's statistic,
which is based on the chi-square
distribution with a degree of freedom
equal to the number of restrictions and is
used to test the instrumental variables, the
null hypothesis based on the validity of the
instrumental variables is not rejected. In
addition, the serial correlation test based
on the Arellano and Band test shows that
the null hypothesis of the absence of serial
correlation is not rejected; That is, the
probability of the statistic in the first lag is
less than 5% and in the second lag it is
more than 5%.

4. Conclusion

According to the findings of the present
study, although developed stock markets
may provide financial resources for
emerging markets when environmental
regulations regarding emission reduction
in emerging economies are not strictly
implemented, this may harm
environmental quality. Also, when the
stock market develops, there are more
resources to finance production, which
increases greenhouse gas emissions by
increasing energy consumption. Also, the
stock market development may depend on

the growth of industries and companies
that seek to increase production, more
financial support and increase income.
This may increase the need for more
energy consumption and the use of fossil
resources, which leads to an increase in
the emission of greenhouse gases such as
carbon dioxide. In addition, the growth of
investment in various companies and
industries may lead to a greater need for
energy and natural resources, which can
lead to an increase in greenhouse gas
emissions. These indicate that stock
market policies that seek to enforce
environmental regulations may not be
effective in emerging markets. Therefore,
it is recommended that policymakers in
emerging economies should seek
environmentally friendly policies that
promote green technologies and
renewable energy sources.
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