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This paper examines how extreme temperatures shape firm entry decisions and industrial geography. 
Leveraging comprehensive firm registration data from China, we identify an inverted U-shaped relationship 
between temperature and firm entry, while firm exit remains largely unresponsive. Sector analyses reveal that 
temperature extremes suppress firm entry in agriculture and industry through production shocks, and in 
services through demand-side spillovers. Firms also adapt by shifting equity investments toward new firm 
establishments in regions with milder climates. Climate projections indicate that ongoing warming will 
significantly reshape industrial geography, with warmer regions experiencing greater losses. These findings 
highlight firm location choice as a critical channel of climate adaptation and underscore the role of temperature 
risk in driving long-term spatial economic change. 

 


