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A Study on the Mechanisms and Responses Regarding
The Impact of Climate Risks on China's Financial Security

Fang yi(Renmin University of China)

Peng Xinman (Nankai University)

Abstract Amidst escalating global climate change, climate risks have emerged as a significant new
source of threats to national financial security, with their impacts on China's financial security through both
direct and indirect pathways. The direct pathway primarily involves the destructive effects of physical climate
risks on financial infrastructure and the revaluation of financial assets induced by climate transition risks. The
indirect pathway is more complex, operating through a "real economy-financial institution" joint response
mechanism and can be further deconstructed into four interconnected stages: "initial shock--shock transmis-
sion--amplification mechanism--dynamic feedback." Compared to physical risks, risks in climate transition
pose a more immediate and policy-relevant threat to financial security due to their policy-driven nature, the
abruptness of asset value revaluation and their systemic impacts. To effectively prevent and mitigate climate
risks, the key lies in formulating systematic response strategies targeting the four core stages of the indirect
transmission pathway, thereby comprehensively enhancing the resilience of the financial system against cli-
mate change.

Key words climate risks; financial security; economic-financial linkages; risk contagion

BAEFRET J7 EPEARRFERA S RS2, Jbat 100872;
a1 GEINER) , BT R ARl P4, Kt 300350,
BSERE A



