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ABSTRACT 
 

This paper studies the impact of current expectations about long-term climate change 
damage on sovereign bond yields. Sovereign bond yields are particularly important from a 
policy perspective, as most climate change mitigation decisions are taken at the national 
level, and borrowing cost today may serve as a disciplining device. We use scientific 
projections of climate change damage, and compare the spread in yields between long and 
short term bonds. We find that projected climate change damage has large effects on yields 
for bonds with long maturities, but not for short term maturity bonds. The effect of 
projected climate change damage is monotonically increasing in maturity. We discuss the 
broader asset pricing and macroeconomics effects implied by our results. (JEL G12, Q51, 
Q54) 


