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The main problem which we would like to address in our research is the effect of the possible domestic tightening of emissions regulation on the Russian financial system. The main channel that we want to investigate lies in industry response to more stringent environmental regulation: introduction of the CO2 emission trading system, emission and/or energy standards.  
	The stream of literature on various effects of the climate change is growing with an accelerating rate. In our research we focus on transitional risks associated with domestic climate policy regulation in the Russian Federation. As it was demonstrated by (Makarov, Chen, and Paltsev 2020), Russian economy might suffer from climate policies worldwide. Introduction of domestic climate policy in the form of carbon trading would result in sound structural change with main industries that might benefit are manufacturing, services, agriculture, and food production. Even though (Böhringer et al. 2015) showed that “cup and trade” is the preferred way to curb emissions in terms of minimizing welfare costs, current Russia’s strategy for low-carbon economic development updated in October 2021 (Министерство экономического развития 2021) does not suggest this type of instrument. Instead, we see heavy reliance on energy and emission standards as primary way of transmission to a low-carbon economy (Strielkowski et al. 2021). Structural changes induced by the domestic climate policy would depend on the set of instruments, thus to assess potential effects of the transition we need to develop different scenarios that could incorporate different types of climate policy instruments, as in (Böhringer et al. 2015).
In the language of the Network of Central Banks and Supervisors for Greening the Financial System (NGFS) scenarios, transitional risks could affect financial sector of the economy in different ways: via policy and regulation, technology development, or changes in consumer preferences (NGFS 2021). A particular type of transitional risk associated with climate policies is abundance of stranded assets in the economy (Oshiro and Fujimori 2021). We are interested in one channel of influence: effects of domestic climate policy, emissions, and energy efficiency regulation on banks’ corporate credit portfolio (Battiston, Dafermos, and Monasterolo 2021).  
Our research method combines scenario assessment with a computable general equilibrium model and a financial model that considers current allocation of credit in the Russian economy. 
We build a country-level CGE model with 52 sectors. Along the lines of (Böhringer et al. 2015) we have imperfectly competitive sectors, foreign direct investment in the business services sectors and endogenous productivity effects. 
We disaggregate single representative agent into several separate economic agents: households, government, enterprises, and investment bank. This development allows us to trace budget effects of the proposed climate policies and subsequent structural changes. 
We depart from (Böhringer et al. 2015) by introducing detailed description of energy sources as well as more realistic energy consumption structure. We trace three types of GHG from combustion and production processes across all industries: CO2, CH4, and N2O. 
Along the lines of (Böhringer et al. 2015) we develop three climate policy tools: market based carbon emission trading (aka “cup and trade”), carbon emission intensity standards, and energy efficiency standards. 
We use our CGE model to assess economic changes associated with selected scenarios. Given structural changes assessed in the CGE model with then plug those changes on the detailed industry level into a financial model which evaluates credit and market risks for Russian banks given current structures of corporate portfolios. By doing so we can assess effects of the climate policy measures on the financial system through corporate credit allocation. 
We use several datasets for the model’s calibration: 
· Russian input-output tables for year 2016; 
· detailed data on energy consumption by Rosstat; 
· Russian corporate credit registry. 
To our knowledge this is the first paper to address issues of Russian corporate debt and financial stability through the lens of possible structural change induced by different domestic climate policies. 
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