Appendix A: Variable definition
	Abbreviation
	Definition
	Data sources

	Dependent variables
	

	LLP/Asset
	Loan loss reserve/Total assets
	Capital IQ

	LLP/Equity
	Loan loss reserve /Total equity
	Capital IQ

	LLP/Loans
	Loan loss reserve/Total loans
	Capital IQ

	Zscore
	(ROA + Equity/Total asset)/(ROA)
	Capital IQ

	NPL/Asset
	Total non-performing loans/Total assets
	Capital IQ

	NPL/Loans
	Total non-performing loans/Total loans
	Capital IQ

	Independent variable
	

	CRFPI
	Climate related financial policy index
	

	Control variables
	

	Size
	Bank size, the natural logarithm of total asset
	Capital IQ

	Leverage
	Total asset divided by total equity
	Capital IQ

	Diversified
	Non-interest income/Net income
	Capital IQ

	GrowthRevenue
	Annual growth of the revenue
	Capital IQ

	Efficiency
	Cost to income ratio
	Capital IQ

	GDPGrowth
	Country’s GDP growth
	WorldBank

	HHI
	Herfindahl-Hirschman Market concentration index
	WorldBank

	The moderate effect
	

	ENI
	Environmental innovation score 
	LESG

	ENV
	Environmental pillar score
	LESG

	EPS
	[bookmark: OLE_LINK58][bookmark: OLE_LINK59]Environmental policy stringency
	OECD.Stat

	Instrument variable

	Forest_area
	The percentage of forest area cover over the land area
	World Development Indicators of World Bank
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