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Aphh REARLE MM dRifEE /M YN
Y 832 0.595  0.121 0.232 0. 867
X 832 0.405  0.153 0. 050 1
c, 832  25.615 1.733 22.579 30. 324
C, 832 16.914 1.480 12. 828 21. 020
C, 832 5.802  7.060 -16.437 52.310
C, 832 20.371 13.923 0.558 89.987
Cs 832  62.412 38.884 16. 026 248.102
C 832  60.139 30.488 19. 682 178. 981
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G RlREE S . A PN 4 AU T, RO 2 B4 g
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IR P9 5 Wi B 22 A B0 ZE R T A B2 T, A JE DA )
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A !
' (1) (2) (3)
X -0.075™ -0.0717"" -0. 066"
(0.022) (0.020) (0.019)
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(0.015) (0.015)
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(0.000)
C, 0.001"
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(0.009) (0. 861) (0. 804)
0 I E
BN & & &
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MRTH 8 28 Ry 671, 10 BH A4y LIRS T 4 il e i 1) 5 il AN
Z PR G RE AL LL RO i R AT S R AR S AR IR
i) , B ik SRR A 2500 i AR Al
4.2.3 AAELE
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IR T N SIS 2 SR MR i 7 4 it AR AT Tl A 25
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S BB M 25 R SR AR e — Ry TR AR R
A MU S T iy 2 AR
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5.1

RT REERK 2. FHRERES

AL (DX (2)x” (3)X, (4)X, (5)X, (6)X,
X' -0.339™
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X 0. 095"
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X, -0.014
(0.026)
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(0.026)
X, -0. 062"
(0.035)
X, -0.096™"
(0.030)
A P P e e e e
AR5y 18] 52 R P P e e e e
I % /4t X i S50 / P e e e e
R 0.133 0. 837 0. 835 0. 837 0. 836 0. 837
N 794 793 832 832 832 832
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Impact of climate physical risks on macro-financial stability:

a New Structural Economics perspective

Zhu Lan'?, Wang Yufei’
(1. Faculty of Applied Economics, University of Chinese Academy of Social Sciences, Beijing 102488, China;
2. Institute of Quantitative & Technological Economics, Chinese Academy of Social Sciences, Beijing 100732, China;
3. School of Finance, Nankai University, Tianjin 300350, China)

Abstract In recent years, climate-related disasters have occurred frequently worldwide, and climate physical risks have become a sig-
nificant factor threatening macro-financial stability. To reveal the differences in the sensitivity and adaptability of financial system sta-
bility to climate change shocks across diverse economies, this study, based on the theoretical framework of New Structural Economics,
adopted the panel data of 68 economies from 2005 to 2023, and employed a fixed effects model to systematically investigate the impact
of climate physical risks on financial stability and its underlying mechanisms, as well as the heterogeneity of this impact across econo-
mies at different development stages and with distinct industrial and financial structures. The results showed that: (1) Climate physical
risks significantly undermined the financial stability of economies. Specifically, a one-standard-deviation increase in the Climate Physi-
cal Risk Index reduced the financial stability index by 0.08 standard deviations, and this effect remained robust after a series of robust-
ness tests, including additional control variable inclusion, core variable replacement, endogeneity treatment, and exclusion of interfer-
ence of abnormal events. Disaggregating climate physical risks by type, extreme heat, extreme drought, and extreme precipitation exert-
ed significant negative impacts on financial stability, while the effect of extreme cold was insignificant. (2) Mechanism analysis indicat-
ed that climate physical risks eroded the value of capital assets, transmitted shocks to the balance sheets of both private and public sec-
tors, raised debt risks in the two sectors, and ultimately impaired the financial stability of economies. (3) Heterogeneity analysis suggest-
ed that the impact of climate physical risks on financial stability varied substantially across economies. Specifically, climate physical
risks exerted a greater negative impact on the financial stability of economies with low income levels, low productivity, manufacturing-
dominated industrial structures, and capital market-oriented financial structures. Accordingly, this study proposes targeted policy rec-
ommendations: optimizing financial structures to adapt to comparative advantage industries determined by economies’ factor endow-
ment structures; improving the macro-prudential and fiscal prevention and control mechanisms for climate risks; and innovating global
climate investment and financing cooperation models so as to precisely guard against climate physical risk shocks, consolidate the foun-
dation of financial stability, and facilitate high-quality economic development.

Keywords climate physical risk; financial stability; New Structural Economics
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