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Abstract

Climate change is a critical and urgent global issue, with the Panel on Climate Change
(IPCC) stating that the impacts of climate change, such as rising temperatures, rising sea levels
and extreme weather events, could have serious consequences for the global economy,
including companies and their operations. With the increasing frequency of extreme weather
events, the impact of climate change on business investment has become an important question.
Research on this issue has drawn various conclusions. Some studies believe that the risk of
climate change has a negative impact on corporate investment, while others believe that the
development opportunities brought by climate change promote corporate investment. This
thesis will study the impact of climate change risk on corporate investment.

This thesis uses data on listed firms at the micro level and historical temperature data at
the prefecture-level city level in China from 2005 to 2019 to conduct empirical analyses, and
the results show that (1) temperature fluctuations exhibit a negative correlation on investment
in listed firms, with investment in listed firms declining by 0.005 percentage points for every
1% increase in temperature fluctuations. Executive compensation and labor costs play a partial
mediating role between climate change and listed enterprise investment, climate change will
prompt enterprises to increase the compensation of executives and employees, and the pressure
originating from both the market and enterprise costs has a dampening effect on enterprise
investment. (2) In the moderating effect test, both the solvency of enterprises and the technical
service capacity of cities are shown to weaken the negative effect of climate change on the
investment of listed enterprises, and the solvency of enterprises plays a greater negative
moderating effect, i.e., the enhancement of enterprises' risk-resistant ability is more effective
than the provision of technical support by the outside to resist the negative effect of climate
change on the investment of enterprises. (3) Heterogeneity results show that a small increase in
temperature in cold regions will promote local economic activity and investment in listed
enterprises. The investment activities of SOEs and manager-controlled firms are more likely to
be affected by climate change. The Yangtze River Delta region and the Pearl River Delta region
are more economically active than other regions, and enterprises are more inclined to choose
these two regions to carry out investment activities, which in turn accelerates the economic
development of these two regions, showing a positive feedback effect. (4) From the perspective
of spatial spillover effects, climate warming may give rise to some new industrial opportunities
and prompt local enterprises to increase some of their investments, but the rise in their
temperature fluctuations coupled with the high temperatures in neighboring regions affecting
local ecosystems and ecosystem services through environmental flows further inhibits local
enterprises' investments, and the inhibitory effect is greater than the promotional effect, which
is ultimately manifested in the inhibitory effect of climate change on listed enterprises.
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