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Goals of the paper 

• Contribute to the debate on the long term economic impact of 

climate change 

• Provide a theoretical explanation of negative effect of global 

warming on productivity found in the data 

• Use theoretical model to estimate the impact of climate change on 

key macroeconomic aggregates and to compute welfare losses 



Main results 

• Show sizeable impact of global warming labour productivity 

growth 

• Effect leads to increase in equity risk premium 

• Overall welfare costs of temperature risk higher than other types 

of risk 

 



Level vs growth effects of temperature on GDP 

Source: Diaz (2015) 



Level vs growth effect 
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Modelling approach: TFP growth 

Temperature z: 



Extension: climate disasters 

Source: Hsiang and Jina (2014) 


