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THE IMPACT OF CLIMATE RISKS ON THE PROBABILITY OF BANKRUPTCY: EVIDENCE FROM 
AGRICULTURE FIRMS IN SOUTHERN EUROPE
Ivan PASTOR.

Production in agricultural firms can be severely affected by the frequency and duration of extreme climate events, 
which can cause losses due to their impact on business-related natural capital. Physical climate effects are material 
dependencies for agricultural businesses that may severely affect performance and compromise survival. This study 
analyzes the effects of adverse climatic conditions in the area of the firm’s headquarters, such as extreme maximum 
temperatures, heavy precipitation, and fires. Using logit regressions and the gradient-boosting ensemble method, 
agricultural firms’ bankruptcy is found to be conditioned by these extreme weather events, indicating that the physical 
effects of climate change on firms’ resources are already material for the agricultural sector’s resilience and survival, 
although credit risk management still receives little attention. 
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