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Climate risk, environmental action and issuance pricing of local government bond

GU Naikang, QIU Qiwei
(School of Business, Sun Yat-sen University, Guangzhou 510006, China)

Abstract: One of the most important issues in climate finance is whether climate risks are attracting investors’ attention
and reasonably pricing in the financial markets. To address this issue, this paper takes drought risk, which is the most
destructive and widely climate risk caused by climate change, as a proxy for climate risk and empirically examines its
impact on the issuance pricing of local government bond. We find that drought risk significantly increases the credit
spread and yield of local government bond, especially in the agriculturally dependent and less developed province.
Mechanism analysis indicates that drought risk premium is embedded in issuance pricing through fiscal pressure
intensification and investor climate awareness. Further research indicates that environmental actions committed to
improving water resources, such as local water conservancy construction and the South-to-North Water Diversion Project,
can mitigate investors’ negative concerns about future climate risks, thereby reducing the drought risk premium in local
government bond. Overall, climate risks have become one of the important factors affecting the issuance pricing of local
government bond, and environmental actions committed to improving water resources restrain the rise in financing costs caused
by climate risks.
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SRR, A, A SOR 4548 I R A R 5 R
SRR IR TR SRR A AR 1 IBORS
o5 15 20 R R T B R H B AR AR, e i)
InDamage , InDisaster Fl InFailure 37w , VLI e b+
B

3. BHIEZ

SHEPA XTI e Mo A
SCHRIRCT ot 27 R AE | DCARAE FI 2 WD 3R =R 2R
PR i 3 ) R A B2 A S 5 i
FRE A PR 2R AT 802 5 s 722 ek 5 R 118 o A=
), FEIRRRAE 7 T, AR SCHEE I 1 4 )5 Y &
TTHUBE(Size) . AT IARR ( Maturity) (255 ( Type) |
KA1 (Mode ) U X VEHR (Rating) . ¢ Hiu X FFAE
D3 AR SCHER T 307 K K- (GDP) L 2
( Structure) U I BCRSE ( Fiscal) , 767 WK 2 7
AT, A SCHE ] 1 3 5 B K K F- (Inflation ) LA K 53 T
fent(m2) , AR E &1,

(=) BB HE

TR T 5B 5 Ty 5t & AT E A YOG
F RSO AR (1)

Spread;, (Yield,,) = o +B+DR, +y - Controls; +
Province; + Year, + &, (1)

(1) v, Bl B B D 3 T (o 1 R AT E A
SRR Oy AR A RAT RIS ot @ #4522
Spread FIEHIUL 25 R Yield KoM, fBEAE & DR
Nt HRATRIMT BT 13 j BT SRR 4
FFE 5L T PDSI 45 80 %€ 1) PDSI, Drought , Severe
1 Persist 55, Controls & HIZ it , A FE IR RHIE |
b DCRFAE RN LA 2R 45 3 2l e i, g, Il
BRI IR 148 13 [ ZE AL Province, FAE B [
SERUNE Year, , A4 ] ¢ 5 B 4545 173 )23 T AN B Isf
[F1) 728 A 35 T 78 o A R 7 W 8 T el X AR S
FELERY

(3 SPEI FE U BU{E 7 P B X 1 F A AF G R AR . 24 SPELEUEAE( -1, -0.5].( =2, —1]HI( -0, —2]0F 3 RARRE TR

CEDSAE ) PP T R T
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P E A 2025 5 1 A

®1 TEENER

AT B TEHE X R
Spread ISEES 05 6 A7 I FO B 0K 26 2815 R AT RIS AN T A H oA )01 FR [ 17 H ik 26 R 2 2501
Yield B3 | Mo Gl A B0 A 25 3 B 2 o R
PDSI PDSI 1551 7 BRRATRT | A FEFERA B iy PDSI F6 4
e MO RATRT 1A FTAEA B R 5 & T R I B S I Y R ATRT 1 ] PDST/NF2F — 1 IR
Drought RETH 1.7 0
. o MR ATHE 12 A H TR 05 52 75 % A et P2 o T 5L 00 HE DA R 24 R AT R 12 AN A R AR i
evere a PDSI /T4 -3 IR BEAT I 1, 750 0
et e M7 B RATHT 6 A PIFIE B 75 R AR T R T S s A B 2 SR A7t 3% 5% 6 4~ /1 PDSI
e BUNTT -1 00, 75 R 0
SPEI SPEI 4541 7 BRRATRT | A1 FFFEA 13 1) SPET 454
'j_':»\/~4g I~ = 7 \E'\‘Ai':‘\\ \ﬁlng SZ D 1 AL < e —0. S
SPET Drougt T ﬁ?&ﬁ@%llﬁﬁﬁéﬁmﬁﬁil$%ﬁm,gq#kﬁw1|HSHﬂd?#T 0.5 i}
SPET Severe — W7 BT 12 A NITIER Oy & 7 % PE ok 72 3 T R AR B S R AT AT 12 A R Bt
weve - SPEL/NTET -2 (B LB 1, 75U H 0
o I W BT 6 41 W e i R2E T R T il A i S R A7 Sk 6 /] SPEI
SPEI_Persist et

HPTAET 0.5 MEBLRTER 1, R0

InDamage PIRZREA | WO BURAT AR TR R R ARAE Y I RS2 K (FEERAEMOSA 1 L) AR 15 RO
InDisaster IR | HITBURAT AR TR R R AAE Y A IR (T ZERAEMIORIE A 3 LA L) AR 1 IO 4L
InFailure IR | MO RERAT AR TR D AN B S I M (T EEARAEOR A 8 WL 1) AN 1 JE HO £
Size FAT R b5 {03 19 A A T IR HOR £
Maturity RATIR Hb 5 A5t AT IHTBR I B 4L
Type foi b RV, LI, — BT O
Mode KAT I HERVE G, ATTHRAR A7 BUIR 1, 5E 16 AT BT BT 0
Rating fiZF T READVIE B AT PR 7 (R 1, R PR 7 i O
GDP GV R | 5 BRAT A4 B X AR 7 B
Structure Pl S5 M5 58K AT ERRY AR LSS =7 Ml (BT DX A 7 B P A L
Fiscal IR L Mo 7 R RAT AR A4 B LI BO A A5 3 X A 7 B2 T
Inflation WO | MUY Y A YR R P M A% HE 4 - 100
m e A M7 AT ER A 1) R A R OR

S RERESHAREZITENMNHNRELSER
544

(—)HRBGHERE2H

1. AR R 6T FH 0

Wl 4548 1y 19 H BE PDST #8550, A X484t T
2015 41 A—2019 4E 12 A WHiE (3£ 60 4~ H )31
M (ANEWIRE) KA T5(PDSI< - 1) W H
JERR PR 2, NF 2 Al IR 1, 7EX 60 4
Hp R B0 R e 1AL T8 L 7E 60 S H
A 53 ANHRAT T8 A4 T B E AR n 2
POss . RETRRFENEEBEEALT 34
FAOE 55—, TREON LT R AR A
Sentr AL b R g A4y, B3R T R
KA BA KIS 5 —  RE A A A T
BRE AARARRRA R ZE S WA E T 5
kA AR BRI BENLE RN 2 s 5 =, — B
By RAT 5 T 558 8 SR LA A A e s
PIGES# , I RUA E 2015 4F 2016 4F & 2018 4E1y
164

FEA T TR B 2019 LA M T Ratiest T
8 MHZ A MBI TS0 & A A Rtk

2. WA ML ER

WRAER 1 FrH 7 A 1 S S AR SOXTH 4% A8
AT T RS, R 3 T LUE 31 M
RATI 0 T5 (53 9 5 F R 2% Spread F1E] Ik 25 %
Yield 19 A2 803 N 0.295% Fi1 3.505% , + 5
WS bR A GE 25 R R, My (5 2 A TR 1
A PDSI AT - 3.350 3| 4.580 Z [a], brife 2
1. 668, KBRS 25 1 T 5 XU A AR K 22
5t Drought Severe FI Persist FIYAE 5350 0. 256 .
0. 075 F10. 091 ,3X FHAH 25. 6% W) #7517 £ 17
B 1A H T e & A T 15,7, 5% 7 i 46
FATHT 12 A H AP B = TR 9. 1% 1
W e ZATH BT A R AR T HRE T2 i
FHIE TS T, 77. 6% (3 7 ik 8 A FF 48 AR 1 & AT
i3, 44. 3% W M7 AT T {5 HE S H 3005
T AAA PEZE,



it - AEEERG

AR IRBEAT 3 55 30 77 BUR A 5 AT Z A

K2 BETEHRREFRETENAEMRFITER

R3 HERAMFRITER

AUy | 2015 4E | 2016 4F | 2017 4F | 2018 4E | 2019 4F | &t LR A | S90H | ARifE2E | R/ ME | AL | K E
T 0 1 0 ) 0 2 Spread 4826 | 0.312 | 0.178 |-0.073 0.295 | 0.710
e 5 0 0 0 0 5 Yield 4826 |3.526 | 0.472 | 2.440 | 3.505 | 4.490
pn 0 0 0 5 4 p PDSI 4826 | 0.214 | 1.668 |-3.350 0. 165 | 4.580
frn ; 0 o o o ; Drought | 4826 | 0.256 | 0.436 | 0.000 | 0.000 | 1.000
o 3 5 0 | . . Severe 4826 | 0.075 | 0.264 | 0.000 | 0.000 | 1.000
. . s 0 5 5 5 Persist 4826 | 0.091 | 0.288 | 0.000 | 0.000 | 1.000
g 3 0 3 ) ) 0 SPEI 4826 |-0.298] 0.739 |-2.171|-0.364] 1.623
— S . . ; 5 " SPEI_Drought | 4 826 | 0.416 | 0.493 | 0.000 | 0.000 | 1.000
= ; . o 5 5 o SPEI_Severe | 4826 | 0.014 | 0.117 | 0.000 | 0.000 | 1.000
SPEI_Pesist | 4 826 | 0.254 | 0.435 | 0.000 | 0.000 | 1.000
3 0 0 3 0 8 11
InDamage | 4 826 | 3.613 | 2.656 | 0.000 | 4.052 | 8.083
it 3 0 0 6 3 12 -
: InDisaster | 4826 | 3.092 | 2.357 | 0.000 | 3.440 | 7. 681
"ﬁ%ﬁﬁ 6 0 0 0 ! 13 InFailure | 4826 | 1.913 | 1.854 | 0.000 | 1.589 | 6. 195
ik 6 0 0 4 3 13 Size 4826 |21.577] 1.300 |17.926 |21. 766 | 23. 838
LIS 3 0 0 3 ! 13 Maturity | 4826 | 1.816 | 0.476 | 0.693 | 1.609 | 3.401
IR 8 0 0 4 3 15 Type 4826 | 0.544 | 0.498 | 0.000 | 1.000 | 1.000
D) 4 0 3 0 8 15 Mode 4826 | 0.776 | 0.417 | 0.000 | 1.000 | 1.000
WL 4 0 1 8 2 15 Rating 4826 | 0.443 | 0.497 | 0.000 | 0.000 | 1.000
=M 11 0 0 0 8 19 GDP 4826 |5.835 [2.425 | 2.843 | 5.092 |15.103
LL7g 4 0 0 4 11 19 Structure 4826 | 0.401 [ 0.070 | 0.169 | 0.407 | 0.499
Bept 4 3 9 0 9 25 Fiscal 4826 | 0.115 | 0.031 | 0.075 | 0.108 | 0.237
sy 8 6 8 0 5 27 Inflation | 4826 | 1.883 | 0.654 | 0.300 | 1.880 | 3.410
FH 7 2 8 3 8 28 mn 4826 [10.183 | 2.042 [ 7.970 | 9.120 | 13. 680
AR 6 0 10 4 8 28
W | 10 p p 6 5 20 HFEARM S H, 7EF1(5) ~ 51 (8) H1, Severe Fl
R 7 4 7 6 12 | 36 Persist F 01 H 25078 1% WKF F R MIE, H
R | S 6 10 o I T T R S50 Spread (5% Yield) #1113, 00 bp (5%
YR
I;J;; 181 ; Z 171 190 ij 5.70 bp) , 25 HREARIIER 9. 62% (5 1. 62% ) ,
+ 12 6 9 12 9 48 Ze T 544 T2 Spread (5X Yield ) /1 2. 80 bp (1§,
Kk | [0 | o |0 7 | 8.80 bp) , 4915 8.97% (57 2.50% ), AL,
Jl?? 2 ! 10 - 2 > Severe F1 Persist I 01 JH R XU & KT Drought Y
i | 174 63 116 122 180 | 655
FUHRE, Bl W, E R Mg+ 52451
(=) =%+ &R S 247 M R T S , I A o 15

4t TRALEC (1) ISR, 7ESI(1)
Z(4) 0, PDSI B 1R H REUSTE 1% KK F R
7, B &4 THT 1 A B PDSI 80— i
2%, Spread ( BX, Yield ) #4311 0. 83 bp(5 1. 67 bp) , 44
i REATIE R 2. 66% (B 0. 47% ) . Droughs ) [H]1
FBAMITE 1% WK T 838 1E, B 2405 ik
17A7 1A A &4 T 50, Spread (5 Yield ) K 34 i
1.80 bp( 5 3.50 bp) , 21 5 HEARIIER 5. 77% (5
0.99% ), LIRZEREM, 1y i 74 © IR ¢
TR e 7 ot R AT 457 1, B+
XSRS, b A (1) A AT R R K SR A

T AT BER T ey 1A 5 XU U A, St SO T A
SCHYHEAMER H,

P A ) 0 A 25 5 o TR R AR AR DT T
RATHU N J AT IR, 305 i A A7
ey, HAEAT T PPGR 7 U A AT E A AR, it
B, L I T3 Aot RH A T — Mt 75 ot i 5 5 B
PN ITARBR BT OB T 5E 1) K AT B M7 O A
FrE M BEAR . 70 DRk A0 5 UL PR R T T, i A
AT AR X I TE R K P | I BOIR BB
i SIS, M7 (0 K A 7 ik, b ok s
RY SHA TR MAEEH -5
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P E A 2025 5 1 A

x4 SERESHFTRRITENKENRLE

- (1) (2) (3) 4) (5) (6) (7) (®)
i Spread Yield Spread Yield Spread Yield Spread Yield
PDSI -0. 005 -0.010 _ _ _ _ _ B
(-3.610) (-4.520)
Drought _ _ 0.018 0. 035 _ _ _ _
(3.434) (4.702)
. 0.030 ™ 0.057 ™~
Severe - - - - - -
(3.733) (3.916)
. 0.028 ** 0.088
Persist - - - - - -
(3.572) (7.590)
Size -0.003 ™ -0.007 ™" -0.003" -0.006 ™ -0.003" -0.007 " -0.003" -0.007 ™
(-2.035) (-2.776) (-1.781) ((-2.456) (-1.900) (-2.615) (-1.940) (-2.648)
Maturity 0.035 ™" 0.351 ™ 0.035 " 0.351 ™ 0.034 ™ 0.350 ™~ 0.035 ™ 0.352 ™
(9.350) (60.285) (9.365) (60.262) (9.175) (59.977) (9.375) (60.458)
Type 0.015 ™ 0.017 = 0.015 " 0.017 ™ 0.015 ™ 0.017 ™ 0.015 ™ 0.017 =
(3.800) (2.825) (3.811) (2.842) (3.800) (2.820) (3.796) (2.879)
Vode -0.153 " -0.141™ -0. 153" -0.142 " -0. 153" -0.142*" -0.153 " -0.142"
(-22.396) | (—13.781) | (-22.400) | ( —13.811) | ( -22.513) | ( -13.862) | ( —22.527) (-13.848)
Rating -0.085 " -0.084 ™" -0.085"" -0.084 " -0.085 " -0.083 " -0.085 " -0.082 "
(-11.177) | (-7.563) (-11.186) | (-7.561) (=11.139) | (=7.501) | (-11.123) (=7.419)
coP -0.018™ -0.001 -0.015* 0. 004 -0.011 0.011 -0.011 0.013
(-2.417) (-0.117) (-2.083) (0.392) (-1.622) (1.091) (-1.565) (1.324)
Structure -0.377" 0. 005 -0.395" -0.028 -0.483 " -0. 198 -0.477 -0.259
(-2.916) (0.029) (-3.075) (-0.153) (—3.661) (-1.057) (-3.674) (-1.411)
Fiscal -0.605 ™ -0.945 " -0.610 -0.958 " -0.749 " -1.221" -0.614™ -1.013 ™
((—2.425) (-2.603) ((—2.437) (-2.624) (-2.911) (-3.245) (-2.439) (-2.785)
Inflation -0.005 0.079 ™ -0. 005 0.079 ™~ -0. 004 0.079 ™~ -0. 005 0.078 **
" (-1.398) (13.755) (-1.426) (13.731) (-1.339) (13.692) (-1.410) (13.395)
m 0.041 ™ -0.042 " 0.041 ™ -0.042 " 0. 040 -0.044 " 0.041 " -0.040 "™
(11.909) (-7.503) (11.907) (-7.530) (11.695) (-7.869) (12.036) (-7.254)
e 0.381 ™" 3.570 ™ 0.360 " 3.530 ™ 0. 407 ™ 3.619 ™ 0.376 ™ 3.570 ™
(4.805) (30.130) (4.559) (29.741) (5.044) (29.980) (4.742) (30.427)
Province FE I = S = = & 2 =
Year FE P P P P e Py P P
N 4826 4 826 4 826 4 826 4 826 4826 4 826 4 826
R? 0.528 0. 841 0. 528 0. 841 0. 527 0. 841 0. 528 0. 842
T IR p <0, 10 <0.05 Fl p<0. 01 AGLHF X 6 5 70 v Z R PR BB IE e 0 1 G
(—:—)ﬁ'fg‘]’ilﬁ AERER ANt R SRS R, & AT A A 15 A1 22 Spread
. J T SPEI 453 #9454 4o 1o FENHA U 25 % Yield #&5, BLA&, SPEI_Drought

%T*ﬁgﬁixm%m U, AR SCHET SPEL
FEE I E ) T 54 b SRR 0 T R AU 5
BEITEMMRR, MR INZE S R, HIES
EH\ED SPEI 5 Spread F Yield /][R5 25034 8.3 0
A, K B M T 1ot & AT HT— > H Y SPET 45 B

SPEI_Severe F1 SPEI_Persist 1) [01)9 Z2507E 1% W)

KV R NIE X R AT 5 PE?%&

FRge 500, b7 ) AT E Mok i B A, B

2 TER AN [R) A 1 5200 B 0k J5 AR SO A o 4
WHAR BT H S HF T HARIE H,

x5 ETHRENBKESESNREERE

T
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A (1) (2) (3) (4) (5) (6) (7) (8)
- Spread Yield Spread Yield Spread Yield Spread Yield
-0.012*** -0.014 ™
SPEI (-3.361) | (-2.453) B B B B B B
o 0.022 " 0.023 "
SPEI_Drought - - (4.471) (3.119) - - - -
0.084 *** 0.083
SPEI Severe - - - - (4.238) (2.953) - -

! ~ ~ B B B B 0.023 " 0.038 ***
SPEI_Persist (4.519) (4. 747)
Controls s 2 = = = = = =
Province FE i IE JE IE JE IE IE JE
Year FE = & I 2 = &= = &

N 4 826 4 826 4 826 4 826 4 826 4 826 4 826 4 826
R2 0.527 0. 840 0.529 0. 840 0.528 0. 840 0.528 0. 841

TR AR p <0.10 ,p <0. 05 Fll p <0. 01 AL TG ES WOV B REARERIEIE G 1 « Zuitd



it - AEEERG

AR IRBEAT 3 55 30 77 BUR A 5 AT Z A

2. AT FFEMRREREGRMEELT

AW RM, L 77 2 32 T B il
FEE A I A 0P IR AT T T R SEBR
SCETEE FPTR I TR 5 5 5t A AT R Y
KA IAZERINEL 6 Fia, ke i RET
B2 R InDamage W [F1H R EOIFA B3 (HFE
HERBEEWES, TR E InDisaster F11
LR A InFailure 19 1717 2 K08 3550 1E, JOF
HIX 3 AMZ R ] 5 R B R R, X
WRAG 5 10 52 B O R R, 0 b g R AT E
WEIREIEOR . X ANERAE—E R E AR IR
TARSCHEAEE H HRA ST 4510 A
ettt

*6 ETTFEIGRREEENREBELR

T (1) (2) (3) (4) (5) (6)
o Spread Yield Spread Yield Spread Yield
InD. 0.001 0. 002
nramage | 0.679) | (1.059)
. 0.002 * | 0.003 *
InDisaster - - - -
(1.777) | (1.846)
- 0. 005 ** | 0.005 **
InFailure - - - -
(3.257) | (2.367)
Controls I = = = = =
Province FE = = = = 2 =
Year FE & & 2 2 2 S
N 4826 4826 4826 4826 4826 4826
R? 0.527 0. 840 0.527 0. 840 0.527 0. 840

®7 ETARGESMNENREERRE

o ) ) B @
SCHL
Spread0 Spread0 Spread0 Spread0
PDSI -0 003 - - -
(-2.347)
Drought - 0.014 - -
(2.789)
0.021 ™
Severe - - -
(2.768)
Persist - - - 0.021 7=
(2.684)
Controls = 2 b =
Province FE = = & E
Year FE S S = S
N 4826 4 826 4826 4 826
R? 0.538 0.538 0.538 0.538

Tt LU AMMIFER p<0.10,p <0.05 Fl p <0.01 FE I
NS N A REARERIE IS W ¢ BT,

3. AT REMGAE A £ 2 LAk b Ie

TE b g b, FAT A M 5 58 A7 i 3
SRS 3R 5 AT AN TAE H [ R ) o7
P25 o5 2 ZE(E R DN BE s i A R 25, 0 T
RN [r] B 75 FE R 200 32 3k 2 5 2 0 Tl G B 25
R AR SCHE 1M A P b 5 it 2 A7 B ) 380 S0 25 2 0
FRAT 4 H TR PR o i 4 R 2 22 1 Spread0
AT BEAR AR 229 HR R R =X (1) B A 1al
ZERMERT R, ATLVE M, &R T R AR
ol 5 R B ADTE 5% WKF E R, A5 5%
4 B, At BT 5 R0 K 5t R AT 4
FHRIZEBER , XANEE R SR T A SR HEA
B H, IF R IR I 7 G5 TR 22 58 USSR 0
AICHBFFER

4. N AEMEAE R

N T G2 fife s T 8 R X AR SCAS IR I S, AR S
2R T A 5 P AT I AR 5, EAAR T

FEL LT U IR p <0.10.p <0.05 Al p <0.01 HLit#E
S P AR BRI R IB LS 1) ¢ Gt =,

F AR SOR TR BH e 5 5 AR O+ B XU ) T R
A A T —Jrm, TR RS 1
EKEE YR G T A PR AR S5 06 B 2% 12 2 4R 0T
SR, s SR I 2k, N 5 R A B AT RE
P, o AR S AR B 5 3 — T T, K BH A 5 i
AN BLEE S R 3 7 ot 10 R AT RE A, 6 2 A A
fEs, PRI, A SR b 5 ot & A7 6 — A H BT 7
AT A A X B F-2 H R (A SR 0 BT D
InSunlight 271 ) 5454 17 FIA DOK PR S50 B2
PASEAE Ay 1 5 KU 4 T AE B AT AR 36, 35 8 4k
W T EET RS R R T HAR R IR A R, T8
BB RHEZE R InSunlight 5 PDSI /Y [R5
B 1% WK I 8.3 8 7, 5 Drought , Severe
F1 Persist () 181H RECIITE 1% K B3 IE X
FWK AR S o B BOR, kA 1 5 T R
ST R AT RE A B, 9 R TR AR A R
BE, BEAM,KP rk LM GEiti e 1% KF L3 KP
rk F SRR T 10% BE KPR G FHE 16. 38, %
A TR g N A7 R AN AT TR 0 555 T B 5 [
TES I BerY mE 25 S PDSI | Drought , Severe
Persist B IA1AZ5 534 53 4 M —30, X HRERIE T
ARSCHIFEAAR H, H AR 5t 728 7 A 9 I A 1R
] REN A SCES T IR RN

(@) MR AR

1. 377 M BUR T

WA SO FE AR B B ade , -+ 5 KU 9 7E /Y
WL 22— 75 T4 5 BURF AL EE R T 52 M R
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P E A 2025 5 1 A

*8 ETAMEIEENIATERD

QD) (2) 3) 4) (5) (6)
A PDSI Spread Yield Drought Spread Yield
BB | B | BB | BB | M BE | kR
InSunlight 0.839 - - 0. 140 - -
(—18.684) (11.829)
- W | P
PDSI B 0.010 0.035 _ _ B
(=2.000) | (-4.274)
0.062 ** 0. 211 ***
Drought - -
(1.973) | (4.060)
Conirol; & 2 2 2 = &
Province FE & 2 2 = 2= =
Year FE i e et et et &
N 4826 4826 4826 4826 4826 4826
R? 0. 480 0.343 0.473 0.339 0.333 0.431
KP th LM U 127, 074 ¢
Seitht i :
KP rk Wald
N 349. 39.
F Y 49. 101 139.927
7 (8) (€] (10) (1) (12)
AFhE Severe Spread Yield Persist Spread Yield
SBB | BB | MBS BB | S TBB | S TR B
InSunlight 0.038 - - 0.033 - -
(9.948) (4.332)
. 0. 150 ** | 0.509 ***
Severe - - - -
(1.979) (3.960)
. 0.264 * |0. 894 ***
Persist - -
(1.828) | (3.157)
Controls = = = = = =
Province FE| 2= 2= & & & 2
Year FE & & 2 2 & &
N 4826 4826 4 826 4 826 4826 4826
R? 0. 540 0.324 0.392 0.421 0.228 0.039
KP rk LM
Bt 103. 508 18.459
KP rk Wald
e 98.957 18.769
F 8t

W™ IR p <0.10.p <0.05 Fil p <0.01 B Lt
RS SRR R IR B IS 1 ¢ ST,

Y B 22 B 0 K A B0 A R A B4 22 B 0T 52
IR TT EAATE 2 W3 B ST DL o R R X B A
XU AR A B A 1 R RE F r O 2 iR i 7
U BT J7 , B 55 407 BURS BB RE 11, 32
PEE BORBOMNY T RIS R 1AL
TG A SCRE TR ISR AL (2)

Fiscalpressure, = a + B+ DR, +v + Controls, +
Province; + Year, + ¢, (2)

K (2) 1, Fiscalpressure 327 177 BUR A W B
Fe 1, 2% EAEAR DY Aok AR 303 IO B
JRF 14 DU AT 5 50 RO SR 45 3R I e 3t 7 BEURE
T e 00 B g, D 1 4 3 ol XU 5 R Y
o 75 W U F B9 A4, AR SR T A s 19 72
fbim Bl ADeficit F1 AFiscal, 5 ADeficit # K (1%
AFiscal #/)N) B W BAR 52 38 38 n (80 B B 245
REFAR) , Mo 7 BRI W B TR, DR KR
T PDSI 550 7E 19 % 26 T KL 545 . Controls
P AR R S AR A A A SR T
2 KR (GDP) (N B BE (Density ) 38
K (Urban)) 7=\ 85 ¥ ( Structure) H H %

168

G (FDI) 18 5E 5 7= 48 5% (FAI o WeAh R 308
PR T A8 0 1 5 O FAFE A7 [ 5 2800

2O M TR (2) K RIAGE AR, )
(1) F51(2) BILEF2 , PDSI 5 ADeficit Ml AFiscal
(¥ 1105 225505351k - 0. 006 F10. 002, HAE 5% Fl 1%
7K bR X R T R XU 25 3 30 5 BURT
AR 238 b BB F 25 38T [, At RV b 5 BURE
T I A AR T 38 1A, 30 (3) 4 (8 ) iy 4
R, R4S Droughe W EH 2801 A B3 {H Severe
M Persist 5 ADeficit B [ 2B 1% K 1§
FOME 5 AFiscal BYIP1H R 1% K I B
N KBRS T R TR 2 LR T
BUN W BUE 7, B8 T R e g T Rk A 2
BT T BUR B BOR 3 D 7 EUR Y
W E 2558 JF Bt T WP BGE iy, B2, T
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Ak (1) (2) (3) (4) (5) (6) (7) (8)
- ADeficit AFiscal ADeficit AFiscal ADeficit AFiscal ADeficit AFiscal
pDST ~0.006 0. 002 B B B B B B
( =2.100) (3.326)
0.013 ~0.002
Drough. - - - - - -
rought (0.976) | (-1.011)
0.128 ~0.007 ***
Severe - - - - - -
(9.000) ( ~4.089)
4 0. 082 *** ~0.004
Persist - - - - - -
(4.926) ( -2.578)
GDP 0.026 " -0.005 ™" 0.028 ™ -0.006 " 0.016 " -0.005" | 0.024™" -0.005 ™"
g (3.051) ( -3.653) (3.287) ( -4.052) (1.718) ( =3.440) (2. 694) ( —3.895)
Density 0.267 ~0. 020 0.292 ~0.029* 0. 208 -0.025 0.118 ~0.021
ety (1.441) (-1.152) (1.578) ( -1.693) (1.151) (-1.421) (0.719) ( -1.247)
U 1. 184 ~1.156 " 1.157 ~1. 148 0. 970 ~1.137 0.717 11267
roan
(1.492) | (-11.679) | (1.452) | (-11.618) | (1.205) | ( -11.373) | (0.851) ( —11.238)
St -0.192 0.053 -0.223 0. 063 0.261 0. 036 ~0.208 0. 063
T T
ueture (-0.344) (1.278) ( -0.399) (1.536) (0. 458) (0. 845) (-0.373) (1.541)
ol 0.170 ~0.011 0. 202 ~0.015 0. 623 * -0.038 0.293 ~0.018
(0.573) ( -0.139) (0.675) (-0.199) (2.181) ( -0.488) (0. 995) ( -0.232)
ol ~0.439" | 0.018* ~0.440" | 0.017 " ~0. 434 " 0.017* ~0. 422" 0.016*
( -5.308) (1.996) ( -5.336) (1.974) ( -5.307) (1.885) ( -5.094) (1.829)
- ~0.762* 0. 692 ** ~0.757" 0. 690 *** -0.800 " 0. 692 ** -0. 450 0. 675 ***
; (-1.721) | (10.258) | (-1.707) | (10.227) | (-1.754) | (10.079) | ( -0.939) (9.829)
Province FE P R P = = = = 2
Year FE = I & = I I P I
N 1860 1860 1 860 1860 1 860 1860 1860 1 860
R 0.233 0.283 0.232 0.279 0.274 0.286 0.247 0.280

T RIERIR p <0.10.,p <0. 05 Fil p <0. 01 A GEH R 465 WA ZRRETRERIBIE R B « ZeiThE,
F10 ETRAFSETUXFENNHRE

(1) (2) (3) (4) (5) (6) (7) (8)
Ap i Spread Spread Yield Yield Spread Spread Yield Yield
R IR [HBER IR [EBER floen: RO (TS
PDSI -0.010 " -0.001 -0.023 0. 003 _ B _ _
(-5.099) (-0.342) (-8.044) (1.105)
Drought _ _ _ _ 0.024 " 0. 007 0.074 " -0.012
(3.537) (0.860) (7.596) (-1.066)
Controls 2 2 = 2 = 2 2 =
Province FE I i = = B = b IE
Year FE I = f = = = = =
N 2 406 2420 2 406 2420 2 406 2420 2 406 2420
R? 0. 556 0.521 0. 859 0. 826 0.554 0.521 0. 859 0. 826
BB €2 0. 000 *** 0. 000 ™ 0. 000 ™ 0. 000 ***
9) (10) (11) (12) (13) (14) (15) (16)
AR Spread Spread Yield Yield Spread Spread Yield Yield
[SES%s IR [E.E8 IR R R G [E%8 lRoGH:
Severe 0. 055 ™ 0. 009 0. 065 0.024 _ B B ~
(4.307) (0.868) (2.691) (1.237)
Persist _ _ _ B 0. 080 " -0.015 0. 124 0.051 "
(6.125) (-1.550) (6.614) (3.336)
Controls = & V= 2= P I P P
Province FE & I JE JE = jos = P
Year FE I = S = = = = =
N 2 406 2 420 2 406 2 420 2 406 2420 2 406 2420
R? 0.554 0.521 0. 856 0. 826 0.558 0.521 0. 858 0. 827
EIIES e 0. 000 *** 0.010 *** 0. 000 *** 0. 000 ***

TE 70T REOR p <0.10 p <0. 05 Fil p <0. 01 AL S A5 WO ERRBVERIBIE R 19 « Zeit i,
169



P E A 2025 5 1 A

(£)F AR

1 AT Rk =207 R AR
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R 20 AT AT, 7 S AR A A AR T
TG DA 5 X S A B T ol B %
X HCAAT I 5 0Hs R B g A 5 XU 46 117
N T YR LA TN A SCR S — AR R
i GDP 1 U HOR M 454 iy i Al = i, IF 26 T
AR AR Y TP ROk A R UL B Agrd, B3 —
AP FE R TR AL Agri HUT, lRZ O,

SRIE TERBRI (1) HEIA Agri R &K TR
ARS8 s 1) 52 3 I I A0 Ao 3, TR0 05 45 3R DL 3R
11, 2550 8RBk T51(6) T Severe x Agri B [H11H
FECA R EI AR KGN Agri 5 PDSI 555
Ty I R B & N, 5 Drought | Severe Fl
Persist 38T () [0 ) 22 50035 W 35 M 1 . iX R HH i
T 5 IRV X6 A ol A= 7 3 Bl ™ B A A T i
i, G CON SR Al 2E 7 1 8 03 B R AT Y
b5 ot R A R XU s A S TR AT T
WM —2K,

11 ETFHARUFEHNRFERE

ASEE (1) (2) (3) (5) (6) (7) (8)
- Spread Yield Spread Spread Yield Spread Yield
-0. 000 0. 002
PDsI (-0.126) (0. 808) - - - " -
. -0.011 ™ -0.027 "
PDSI x Agri (—4.701) (~7.150) - - - — _
Drouaht _ _ -0.008 _ _ _ _
roug (-1.243) (0.403)
. 0.057 *** 0. 068 "
Drought x Agri - - (6.068) (4.829) - - - -
Severe _ B _ 0.026 ™ 0. 054 ™ _ _
) (3.205) (3.636)
Severe x Agri - - - 0.050 0.033 - -
i i (2.359) (0.932)
Persist _ B _ B _ 0.019 ™ 0.073 ™
s (2.446) (5.707)
. . _ _ _ B _ 0.030" 0. 049 **
Persist x Agri (1.842) (2.151)
Nari -0. 000 -0. 004 -0.020 " -0.031* -0.010 -0.018 -0. 009 -0.020
8T (-0.001) | (-0.260) | (-2.343) | (-2.169) | (-1.240) | (-1.268) | (-1.137) ( —1.409)
Controls S I B & JE j = =
Province FE 2= I 2 2 = P = =
Year FE b = prs & = ps & b
N 4826 4 826 4826 4 826 4 826 4826 4826 4826
R? 0.530 0. 842 0.531 0. 842 0.528 0. 841 0.528 0. 842

TEL LU BRI p <0.10 ,p <0. 05 Fl p <0. 01 A5 G243 355 N R R iR B 1E 5 B9 « BiHE

2. AT ZFARATGF AL

SEUT IRV 2 5 M b it A7 o A )
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R U N e KRR s B A T O B g
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AR B Econ, MY Hb 75 GDP K T HE A v 4o A ik
Econ U1, ) Z B0, KRG, HEEAX (1) H5[ A
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B, WIS R W AR 12, 45 R BR, Bk T3 (6) P
Severe x Econ [ 17115 22 HUR . 41, 72 H AR % 4]
W, Econ 5§ PDSI 22 F I [0l 9 2 5038 . 25 4 1,
5 Drought Severe 1 Persist 28 &5 i [F] 5 2R £ 15 1.
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Ak (1) (2) (3) (5) (6) (7) (8)
- Spread Yield Spread Spread Yield Spread Yield
-0.010 ™™ -0.020 "
Post (=5.604) | (-7.234) - - - - -
0.010 0.021 **
PDSI x Econ (4.327) (5.809) - - - - -
Drought a B 0. 026 ™ 0. 058 ** B _ _ a
€ (3.923) (5.743)
-0.019 ™ -0.051 "

Drought x Econ - - (=2.020) (-3.721) - - - -
Severe _ B _ 0.048 ™ 0.073 ™ _ _
T (4.511) (3.983)

Severe x Econ - - - =0.030* -0.027 - -
(=2.354) (-1.255)
Persin _ _ _ ~ B 0.082" 0.141°
(6.896) (8.482)
. ., -0.085 " -0.084
Persist x Econ - - - - - ( =6.123) (—4.224)
Fe 0. 000 0. 021 0. 003 0.030 ™ 0. 002 0.017 0. 009 0.023
con (0.050) (1.410) (0.315) (1.978) (0.163) (1.114) (0.943) (1.571)
Controls P & JE = B = =
Province FE I IE IE o js P =
Year FE = = = = & = &=
N 4826 4826 4826 4826 4826 4826 4826
R? 0.529 0. 842 0.528 0.528 0. 841 0.531 0. 842

TE:* 07 4RI p <0.10 p <0. 05 il p <0. 01 A GEiH24708 30 455 W R @br R IB IEE 1Y ¢ Soitad,

(=) ETFRF KA ZEZGKE
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A H B JBE 36 v 9 48 00 BT R AT i by fiii o
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4 ) PRI A WK PR RO LB R A 4 T
P B4 i P AR B Reser Ml Capac , Bl 24 7K &
B SRR B R THA DA, Reser B Capac
W, 2 o, R, ER B (1) harilsl A
Reser il Capac S5 45 215 KBS 16 s 14 38 3fe
I RS R S5 R 3R 13 Frs, T BT Y
IK PSR LG R A AR AR | PRI R 13 4[]
IFREA AL B T T AR A, 3% 13 193]
(1) ~ 30 (8) {t5 T HFIKEE T Reser 101545
F,91(9) ~F1(16) s THET BIEE & Capac 1Y
mHZER, 555 B T5(11) P32k Drought
x Capac 9 171 2R BUAS W 25 9, Reser Fl Capac 5
PDSI A& e 1 (1) 7] 9 R 503 8.3 0 1E, 5 Drought
Severe FI Persist 28I (1 [1] 5 R EUI 8 2 1, X
PRI H 7 7K R A U RE A 7 R AT 52 9 5 et 1 [
I, AR R AR A AR A S 1) 17 T T,

T FAEAR b 55 A A 7R SRR A1

() AT hRLAIEGRE

FEKALIE TR A 1952 SE48 R, &0l T8+
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Benefit WA 1 52t FElE 0 T HABARESZ £ 45
T HIRIX Benefit | 0, S8 )5, AR (1) Pl A
Benefit S HA5 2525 5 XUR: 4 s 11 52 3fe 3 - Al 3
Ko, 25 AN 14 BT, 2555 Benefit 15
PDSI A2 eI 1 171 )1 22 45034 W 2 A 1E , 5 Drought
Severe F1 Persist 28 e 11 [1) 1] 9 2 #4130 17,
X R, m K AL A TR R A ROR R 15 4
1 7K BT DAL T | 8 ik 45 % % X R OR R A 52
M % 7 T 40, A 7 o {1 by 5 & A7 B A R KL
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F13 KFIRZBEXNTERE ST HERITENXRHZIT

Ak (1) (2) (3) 4) (5) (6) (7) (8)
- Spread Yield Spread Yield Spread Yield Spread Yield
PDSI -0.015"" -0.024 " _ _ _ B _ B
( -8.270) (-8.637)
PDSI x Reser 0.020 7 0028 - - - - - -
(7.751) (6.972)
0. 046 " 0. 068 ***
Drought - - - - - -
roug (7.290) (7.593)
Drought x Reser - - ~0.065 -0.079 - - - -
(-6.539) (-5.320)
0. 060 ** 0.083 ™
Severe - - - - - -
(5.252) (4.209)
-0.060 *** -0.066 ™
Severe x Reser - - - - - -
(-4.023) (-2.300)
. 0. 048 0. 112
Persist - - - - - -
(4.664) (8.179)
Persist x Reser - - _ _ _ B -0.058 " -0. 088
(-4.229) (-3.874)
Reser -0.074 0.043 -0.051 ™ 0.078 -0.046 " 0. 087 ™ -0.044" 0. 087 ™
(-3.078) (1.431) (-2.168) (2.611) (-1.965) (2.900) (-1.879) (2.886)
Controls B I ps = = = = 2
Province FE B I P I = & = &
Year FE 2 2 & 2 2 & 2 2
N 4737 4737 4737 4737 4737 4737 4737 4737
R? 0.530 0. 843 0.529 0.843 0.525 0. 841 0.526 0. 843
. (9) (10) (11) (12) (13) (14) (15) (16)
- Spread Yield Spread Yield Spread Yield Spread Yield
PDSI -0.010 ™" -0.019™ B _ _ B _ B
(-5.156) (-6.979)
0.010 ™ 0.018
PDSI % C - - - - - -
P (3.934) (4.617)
Drought B _ 0. 020 ™ 0. 050 B B B B
“ (3.086) (5.452)
-0.005 -0.033*
Drought x Capac - - - - - -
rought x Capac (-0.465) (-2.238)
0.039 ™ 0.075
Severe - - - - - -
(3.903) (4.778)
-0.030" -0.075 ™
Severe x Capac - - - - - -
(=1.960) (-2.210)
. 0.037 0. 111
Persist - - - - - -
(3.807) (8.547)
. . -0.030* -0.098 **
Persist x Capac - - - -
(-2.259) (-4.129)
Cavac -0.025 -0.015 -0.009 0.017 -0.010 0.012 -0.012 0. 006
apac (-1.520) | (-0.582) | (-0.552) (0. 653) (-0.638) (0. 485) ( -0.740) (0.256)
Controls JE I ps = I = = &
Province FE IE = ps I = = = 2
Year FE = = = = = = = &=
N 4737 4737 4737 4737 4737 4737 4737 4737
R? 0.525 0. 842 0.524 0. 842 0.524 0. 841 0.524 0. 843

BT MR p <0.10 p <0.05 Flp <0. 01 HEEHE RN 455 UM L R BRIER IS IR 9 ¢ Goithk
. ER5iTiE
PR AN BRAL 1 T 5 DI AR AR A AL B VAR KU, SRR A 36 170 Ao AU X M 7 o A A7

W B 232 2% FBUF MZAR RS ESEIFE  ENming, MKk, 2T PDSI 45 %l & 1

JFAR RO B AT 3l (BB SR R 5 5 U 2 SB35 488 ey 3t 7 0 A A IRk 34 435 ) 22

ST RE R — B MOR R A SRR, B R, HIZE5e A R R+ 520 R hs A

URABE SRS G RN 2 R EMEE L FAEHIR 2 E 3 TP H R T 2R

Z—IETRMNEA LREGHEN ., Ak BRREHRERSL, AU, W77 f R
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Bit - HESRG AMERNE RT3 5 o BUR 5 Z AT M
F14 FEARILAMNTFERESHAREITENXRNZIE
AFEE (1) (2) (3) 4) (5 (6) (7 (8)
- Spread Yield Spread Yield Spread Yield Spread Yield
PDSI -0. 005 -0.013 ™ _ _ _ _ _ B
(—-3.481) (=5.704)
PDSI x Benefit 0.000 0. 001 - - - - - -
(1.677) (4.491)
Droucht _ _ 0.018 ™ 0. 048 _ _ _ _
€ (3.151) (5.723)
-0.001" -0.003 "
Drought x Benefit - - - - - -
rought x Benefi (-1.802) | (-4.119)
8 0. 064 *** 0.119 ™
Severe - - - - - -
(6.548) (6.812)
-0.004 " -0.006 "™
Severe x B ] - - - - - -
evere X Benefit (-8.166) (-7.425)
. 0. 059 0. 129 ™
Persist - - - - - -
(6.031) (9.202)
-0.004 " -0.005 "™
Persist x B - - - - - -
ersist X Benefit (-6.718) (-6.062)
Benefit 0. 005 ** 0.002 * 0. 005 ** 0.003 ** 0. 005 ** 0.002 " 0. 006 *** 0.002 **
o (5.079) (1.790) (4.749) (2.045) (6.235) (1.887) (6.514) (2.044)
Controls = = &= = = &= = &=
Province FE = = 2 & = 2 & &
Year FE = = = = = b 2 2
N 4826 4 826 4826 4826 4 826 4826 4826 4826
R? 0.531 0. 841 0.531 0. 841 0.533 0. 841 0.534 0. 843
T MR p <0.10,p <0.05 Hl p <0. 01 LIRS AE S N N SRR IR HERIE RIS 1Y ¢« STt

SR R R B B R KRR R A T A
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