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Abstract: In recent years, the frequency and intensity of extreme weather events in China have increased
significantly. This paper uses China's extreme weather risk index constructed from 2006 to 2023, SVAR model and
DSGE model including extreme weather risk shocks, corporate carbon emission and financial frictions to explore
the specific impact and mechanism of extreme weather risks on China's real economy and financial risks. The
paper further discusses the effectiveness of macro-prudential policies in regulating extreme weather risks under
the "dual-pillar" framework. The research finds that extreme weather risks can not only bring about a significant
decline in China's real economic activities, but also increase China's financial risks. The rise in extreme weather
risks can lead to an increase in credit risk premiums and uncertainty, which will in turn intensify the tightening
effect of extreme weather risks on the real economy. Under the "dual-pillar" regulatory framework, reducing
financial frictions or implementing countercyclical green technology innovation support policies that target output
can not only help alleviate the downward pressure on the real economy caused by extreme weather risks, but also
avoid excessive accumulation of financial risks, which is conducive to achieving the dual goals of "stabilizing
growth" and "preventing risks". The paper has certain reference value for China to improve its ability to cope with
climate change and adhere to the double bottom line macro-control of "stabilizing growth" and "preventing risks".

Key Words: Extreme Weather Risks; Macro-Prudential Policy; “Dual-Pillar” Regulation; DSGE Model
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