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As part of a collaboration with the British Embassy in Moscow, the Carbon Trust (CT) and EthnoExpert 

(EE), two environmental consultancies based in the UK and Russia respectively, have been working with 

the Moscow Exchange (MOEX) and RAEX (a Russian rating agency) to raise awareness on and promote 

the uptake of TCFD-aligned disclosure in Russia. The project consisted of running a series of webinars 

and developing written guides on sector-specific guidance on TCFD disclosure, inclusive of practical 

how-tos for implementation.  

The Guidance on the TCFD recommendations for the banking sector is one of five TCFD sector specific 

guides that are freely available to Russian companies and other relevant audiences on the website of 

the Moscow Exchange (https://ir.moex.com/). The other sectors include: agriculture and pulp & paper, 

ferrous metals, oil & gas, and power utilities. 

The Carbon Trust and EthnoExpert authored individual sections of the guide as shown in the table 

below. For any questions or comments about the content of the guide, please contact the relevant 

authors: https://www.carbontrust.com/contact (Carbon Trust); https://ethnoexpert.com/en/contacts/ 

(EthnoExpert). 

Section Author 

1. Introduction Carbon Trust 

2. Climate-related risks and opportunities in the banking sector EthnoExpert 

3. TCFD - practical how-tos Carbon Trust 

4. Case studies EthnoExpert 

5. Key takeaways Carbon Trust 

 

 

EthnoExpert’s mission is to promote sustainability integration in long-

term strategies and everyday operations as a key business driver. Our 

sustainability advisory services are based on R&D and help 

businesses to become a lasting success in the marketplace. 

EthnoExpert’s projects benefit climate change mitigation, community 

development and biodiversity protection. 

 

 

 

The Carbon Trust’s mission is to accelerate the move to a sustainable, 

low carbon economy. It is a world leading expert on carbon reduction and 

clean technology. As a not-for-dividend group, it advises governments 

and leading companies around the world, reinvesting profits into its low 

carbon mission.  

https://ir.moex.com/
https://www.carbontrust.com/contact
https://ethnoexpert.com/en/contacts/
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 Introduction 

This section was authored by the Carbon Trust. 

The Task Force on Climate-related Financial Disclosures (TCFD) was established by the Financial 

Stability Board (FSB) after the G20 Finance Ministers and Central Bank Governors asked the FSB to 

review how the financial sector could take account of climate-related issues. The FSB created the TCFD 

to develop and provide guidance for organisations to enable them to disclose their climate-related risks 

and opportunities in a coherent, consistent and transparent manner. The aim is for companies to be 

better prepared to incorporate climate-related risks and opportunities into their risk management and 

strategic planning processes. In doing so, companies’ and investors’ understanding of the financial 

implications associated with climate change will grow, empowering the markets to make informed 

decisions and channel investment to sustainable and resilient products, services and business models. 

Currently, the TCFD involves 32 members chosen by the FSB including large banks, insurance 

companies, asset managers, pension funds, large non-financial companies, accounting and consulting 

firms, and credit rating agencies from across the G20 covering a broad range of economic sectors and 

financial markets. Since the publication of its final recommendations, nearly 2,000 organisations have 

expressed their support. 

Key features of the TCFD recommendations on climate-related financial disclosures include being: 

relevant to all organisations across industries and jurisdictions; included in financial filings; designed 

to solicit decision-useful, forward-looking information on financial impacts; and strongly focused on 

risks and opportunities related to the physical effects of climate change and the transition to a low-

carbon economy.  

How to disclose? 

The TCFD recommends that climate-related financial disclosures be provided through the 

organisation’s public annual financial fillings in accordance with their national disclosure requirements. 

If no such disclosure requirements exist or if certain elements of the recommendations are 

incompatible with the national disclosure requirements, the TCFD encourages organisations to disclose 

those elements in other official company reports (e.g. financial fillings, annual reports, integrated 

reports, and sustainability reports). These should be issued at least annually, be widely distributed and 

available to investors and others, and be subject to internal governance processes that are the same or 

considerably similar to those used for financial reporting. The aim of disclosing in public financial 

fillings, or other official company reports, is to encourage shareholder engagement and broader use of 

climate-related financial disclosures, with the goal of creating a more informed understanding of 

climate-related risks and opportunities by investors and others. 

Disclosure areas  

The TCFD recommendations are structured around four thematic areas that represent core elements 

of companies’ operations (see Figure 1).   
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For each of the four particular types of disclosures, two to three recommendations are proposed 

resulting in a total of eleven to help investors and other interested stakeholders understand how 

reporting companies assess climate-related risks and opportunities (see Figure 2).  

What are climate-related risks? 

According to the TCFD, climate-related risks are divided into two categories: 

1. Physical risks: risks related to physical impacts of climate change; 

2. Transition risks: risks related to the transition to a low carbon economy.   

A. Physical Risks  

Physical risks resulting from climate change can be event driven (acute) or longer-term shifts (chronic) 

in climate patterns. Physical risks may have financial implications for organisations, such as direct 

damage to assets and indirect impacts from supply chain disruption. An organisation’s financial 

Figure 1. Core Elements of Climate-related Financial Disclosures (Source: Carbon Trust and TCFD, 

2017). 

Figure 2. Recommended Areas and Supporting Disclosures (Source: TCFD, 2017). 
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performance may also be affected by changes in; water availability, sourcing, quality, food security and 

extreme temperature changes affecting an organisation’s premises, operations, supply chain, transport 

needs, and employee safety.  

TYPE OF RISK  OVERVIEW (SOURCE: TCFD FINAL REPORT, 2017) 

ACUTE  Acute physical risks refer to those that are event-driven, including increased severity 

of extreme weather events, such as cyclones, hurricanes, or floods. 

CHRONIC  Chronic physical risks refer to longer-term shifts in climate patterns (e.g., sustained 

higher temperatures) that may cause sea level rise or chronic heat waves. 

B. Transition Risks  

 

Transitioning to a low-carbon economy may entail extensive changes to address mitigation and 

adaptation requirements related to climate change. Depending on the nature, speed, and focus of these 

changes, transition risks may pose varying levels of financial and reputational risk to organisations. 

Transition risks are classified by the TCFD into four categories: policy and legal, technology, market and 

reputation. 

 

TYPE OF RISK  OVERVIEW (SOURCE: TCFD STATUS REPORT, 2017) 

POLICY AND 

LEGAL  

Policy actions around climate change generally fall into two categories: (1) set 

effective constraints to activities that contribute to adverse effects of climate 

change or (2) promote adaptation to climate change. For example, shifting energy 

use toward lower emission sources, and adopting energy-efficiency solutions. The 

risk associated with and financial impact of policy changes depend on the nature 

and timing of the policy change.  

Litigation or legal risk include the failure of organisations to mitigate impacts of 

and adapt to climate change, and the insufficiency of disclosure around material 

financial risks. As the value of loss and damage arising from climate change grows, 

litigation risk is also likely to increase.  

TECHNOLOGY  
Technological improvements or innovations that support the transition to a lower-

carbon, energy-efficient economic system can have significant impacts on 

organisations. For example, the development and use of emerging technologies 

such as renewable energy, and battery storage will affect the competitiveness of 

certain organisations, their production and distribution costs, and ultimately the 

demand for their products and services from end users. New technologies will 

displace older systems and disrupt some parts of the existing economic system. 

The timing of technology development and deployment, however, is a key 

uncertainty in assessing technology risk. 
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MARKET 
Markets can be affected by climate change in a variety of complex ways. One of 

the major ways is through shifts in supply and demand for certain commodities, 

products, and services as climate-related risks and opportunities are increasingly 

taken into account.  

REPUTATION  
Climate change has been identified as a potential source of reputational risk tied 

to changing customer or community perceptions of an organisation’s contribution 

to or detraction from the transition to a lower-carbon economy.  

What are climate-related opportunities?  

Efforts to mitigate and adapt to climate change also create opportunities for organisations through 

different scenarios. These will vary depending on the region, market, and industry in which an 

organisation operates. The TCFD has identified five climate-related opportunities: resource efficiency, 

energy source, products and services, markets, and resilience.  

TYPE OF RISK  OVERVIEW (SOURCE: TCFD STATUS REPORT, 2017) 

RESOURCE 

EFFICIENCY  

Efficiency improvements can reduce operating costs, achieve direct cost savings 

over the medium to long term, and reduce an organisations greenhouse gas (GHG) 

emissions. These improvements can also relate to material, water and waste 

management.  

ENERGY 

SOURCE 

By shifting energy usage to low-emission energy sources such as wind, solar, wave, 

tidal, hydro, geothermal, or biofuels, organisations could potentially save on annual 

energy costs. 

PRODUCTS 

AND 

SERVICES 

Organisations that innovate and develop new low-emission products and services 

may improve their competitive position and capitalise on shifting consumer and 

producer preferences. This includes consumer goods and services that place 

greater emphasis on a product’s carbon footprint in its marketing and labelling, and 

producer goods that place emphasis on reducing emissions.  

MARKETS The low-carbon transition will result in the emergence of new markets that do not 

currently exist. Organisation that proactively seek out these opportunities may be 

able to diversify their business and value creation model, increasing resilience and 

creating new revenue streams. This can be achieved through collaboration with 

wider civil society actors promoting sustainable development and also with the 

finance sector as green finance mechanisms and instruments (e.g., green bonds) 

become more widespread. 
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RESILIENCE Climate resilience involves organisations developing adaptive capacity to respond 

to climate change. Opportunities include improving efficiency, designing new 

production processes, and developing new products. Opportunities related to 

resilience may be especially relevant for organisations with long-lived fixed assets, 

extensive supply, or distribution networks; those that depend critically on utility and 

infrastructure networks or natural resources in their value chain; and those that may 

require longer-term financing and investment.  

What are climate-related financial impacts?  

In order to make more informed financial decisions, the TCFD recommends reporting organisations to 

financially quantify the impacts of climate-related risks and opportunities on their business as outlined 

in Strategy, b (Figure 2). The financial impacts of climate-related issues on an organisation are driven 

by the specific climate-related risks and opportunities to which the organisation is exposed to, its 

strategic and risk management decisions on managing those risks (i.e., mitigate, transfer, accept, or 

control), and seizing those opportunities. The TCFD has identified four major categories to assess 

financial impact areas: revenues, expenditures, assets and liabilities, and capital and financing through 

which climate-related risks and opportunities may affect an organisations current and future financial 

positions (see Figure 3).  

 

 

 

 

  

 

  

  

 

Why are the TCFD recommendations important?  

In order to make more informed financial decisions, investors, lenders, and insurance underwriters need 

to understand how climate-related risks and opportunities are likely to impact an organisation’s future 

financial position. This includes having a better understanding of the organisation specific 

characteristics, as well as the sectoral and geographic implications of climate risks and opportunities. 

Banks, insurance companies, investors and asset managers sit at the top of the investment chain and 

therefore play a crucial role in the efficient allocation of capital. The appropriate pricing of risks and 

corresponding capital flows depend on all parties in the investment chain providing sufficient decision-

useful information to one another. In order to do this, counterparties’ disclosures are essential to enable 

Figure 3. Climate-related Financial Impact (Source: TCFD, 2017). 
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the flow of robust, transparent information into capital markets and avoid stranded asset risks. If 

counterparties do not disclose, financial institutions have to rely on estimated information (e.g. using 

temperature alignment metrics from PACTA, Carbon Delta’s Warming Potential, etc.).  

The TCFD can enable banks, insurers and investors to take the necessary actions that will help mitigate 

the risks and capitalise on the opportunities.  For banks, such actions include assessing credit risk 

exposure as well as performing counterparty-level financial analysis (e.g. cash flows, collateral values), 

including assessments on their climate mitigation and adaptation plans. Disclosures allow banks and 

insurers to respond to regulatory requirements such as stress testing and scenario planning, while 

insurers can change insurance premiums based on sectoral and geographical exposure to climate-

related risks. Investors are able to perform ESG ratings, make long-term investment decisions, and 

accelerate capital allocation, creating spill-over effects in the financial sector toward more climate 

resilient areas of the economy.  

 

It is likely there are multiple factors driving investor demand for disclosure including; increased 

consensus that sustainable companies perform better financially, lower resilience of companies which 

invest in activities less viable under future climate scenarios and lower financial returns. The TCFD 

encourages organisations to explore the likelihood and magnitude of financial impacts from potential 

climate-related risks and opportunities now and in the future. Not only does this have the potential to 

strengthen the engagement between organisations and investors, but also facilitates the access to 

international capital pools and listings on international exchanges that require financial disclosures. In 

most G20 jurisdictions, companies with public debt or equity have a legal obligation to disclose material 

risks in their financial report – including material climate-related risks.  

 

The European Union’s 2019 Report on Climate-related Disclosures1 states that listed companies 

disclosing in accordance with the TCFD are more likely to be included in actively managed investment 

portfolios and in sustainability-focused indices, used for passive investment strategies. Moreover, 

climate-related disclosures are used to improve credit ratings for bond issuance and credit worthiness 

assessment for bank loans. The report also states that listed companies that disclose this information 

experience reduced friction in investor engagement and shareholder action and voting.   

Adoption and implementation of the TCFD recommendations  

The number of companies that disclose information aligned with the TCFD has been steadily increasing 

since 2017. As of the 2020 TCFD Status Report2, an annual report published by the TCFD to track and 

report back on global progress on the TCFD-aligned disclosure, 1,340 organisations globally have 

expressed their support for the TCFD, 85% more than was reported in the 2019 TCFD Status Report. 

Among the supporters are 473 financial firms responsible for assets of $138.8 trillion. Investor demand 

                                                           

1https://ec.europa.eu/info/sites/info/files/business_economy_euro/banking_and_finance/documents/190110-

sustainable-finance-teg-report-climate-related-disclosures_en.pdf  

2 https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Status-Report.pdf  

https://ec.europa.eu/info/sites/info/files/business_economy_euro/banking_and_finance/documents/190110-sustainable-finance-teg-report-climate-related-disclosures_en.pdf
https://ec.europa.eu/info/sites/info/files/business_economy_euro/banking_and_finance/documents/190110-sustainable-finance-teg-report-climate-related-disclosures_en.pdf
https://assets.bbhub.io/company/sites/60/2020/09/2020-TCFD_Status-Report.pdf
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has similarly grown with more than 500 investors with more than $47 trillion in assets under 

management committed to engage with the world’s largest corporate greenhouse gas emitters to 

strengthen their climate-related disclosures by implementing the TCFD recommendations. Overall, 

since the publication of the 2019 TCFD Status Report, 4,500 public companies across eight industries 

have disclosed. 

Companies are more likely to disclose information relating to their Strategy: Risks and Opportunities 

than any other disclosure type (see Figure 4). Metrics and Targets: Climate-Related Metrics and Targets 

are also some of the strongest disclosure areas. After a slow start, climate-related risk management 

processes are now steadily being integrated with organisations overall risk management systems. 

Strategy: Resilience of Strategy and Risk Management: Integration into Overall Risk Management are 

significantly lower disclosure areas. A reason for this is that testing climate-related resilience through 

scenario analysis has yet to be widely adopted, thus impacting the slow increase. External drivers are 

playing a bigger role in incentivising organisations to disclose in line with the TCFD, as is seen in CDP’s 

questions around governance. Similarly, organisations such as PRI are making it mandatory practice 

for signatories to disclose information aligned with the TCFD. Although this is a good start to the TCFD 

disclosure, there is still a significant amount of companies that are not yet disclosing, or are only 

partially disclosing.  

 

  

 

Figure 4. TCFD-Aligned disclosures by year: 2019 Reporting (Source: TCFD, 2020). 
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This guide provides information on how to disclose with relation to the banking sector. Section 2 relates 

to climate-related risks and opportunities (CROs) in the banking sector, giving both a global and 

Russian-specific perspective; section 3 looks at the practical how-tos of disclosing, giving step-by-step 

instructions, scenario analysis and a worked example; section 4 provides case study examples of 

organisations that have successfully disclosed in the banking sector, followed by section 5 key 

takeaways.  
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 Climate-related risks and 
opportunities in the banking sector 

This section was authored by EthnoExpert. 

 Sector definition 

Climate-related risks and opportunities exist across the entire financial sector; however, this guide will 

focus only on commercial banking. For the purposes of this section, the banking sector is defined as 

the business of commercial banks that accept deposits and make loans to individuals and corporations 

as well as engage in lending for infrastructure, real estate, and other projects. By providing these 

services, the industry serves an essential role in the functioning of global economies and in facilitating 

the transfer of financial resources to their most productive use. 

The 2008 financial crisis has driven substantial changes to the regulatory environment governing the 

commercial banking industry; as the sector wrestles with more traditional risk management challenges, 

it has also begun to look at new challenges, such as those relating to climate change. Climate change 

disclosures is expected to be addressed as part of this larger process. These and other regulatory 

trends have the potential to impact shareholder value and sustainability performance. Commercial 

banks with global operations must manage new regulations in multiple jurisdictions, which create 

regulatory uncertainty, particularly around the consistent application of new rules.3 Policymakers and 

investors increasingly recognize the importance of the implications from climate change on the 

financial sector. For instance, the European Central Bank (ECB) set up a climate change centre as of 

2021 to bring together the work on climate issues in different parts of the bank. This decision reflects 

the growing importance of climate change within ECB, and provides an example of how a financial 

institution developed a more structured approach to strategic planning and coordination for this area. 

The aim is to ultimately incorporate climate considerations into the routine business of the ECB. 

Climate change can manifest itself in the form of structural and systemic changes to the economy and 

financial system and therefore falls within the mandate of central banks and supervisors. For banks in 

the European Union, up to 15% of the balance sheet is at risk (based on an analysis of 46 sample EU 

banks and their portfolio composition in industries and geographies likely affected by physical and 

transition risks4).  

                                                           

3https://www.sasb.org/standards/download/  

4https://www.mckinsey.com/~/media/McKinsey/Business%20Functions/Risk/Our%20Insights/Banking%20impe

ratives%20for%20managing%20climate%20risk/Banking-imperatives-for-managing-climate-risk.pdf  

https://www.sasb.org/standards/download/
https://www.mckinsey.com/~/media/McKinsey/Business%20Functions/Risk/Our%20Insights/Banking%20imperatives%20for%20managing%20climate%20risk/Banking-imperatives-for-managing-climate-risk.pdf
https://www.mckinsey.com/~/media/McKinsey/Business%20Functions/Risk/Our%20Insights/Banking%20imperatives%20for%20managing%20climate%20risk/Banking-imperatives-for-managing-climate-risk.pdf
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There are numerous climate-related risks and opportunities to which the banking sector is exposed. 

These are largely dictated by the structure and characteristics of a bank’s own portfolio, including the 

respective industries of the bank’s counterparties (e.g. oil & gas, real estate, agriculture etc.). An 

example of risks may include the devaluation of the real-estate market in low-lying areas as a result of 

climate change-drive events (e.g. flooding), which in turn can translate into a fall in collateral values and 

subsequently in an increase in credit risks for banks and other lenders. Lenders to industries that are 

exposed to climate change impacts would see a subsequent change to their projected earnings, which 

would be reflected in financial markets, in turn impacting investors. With regards to opportunities, banks 

can provide the financing required for the low-carbon transition (sometimes referred to as financing the 

“green agenda”), which includes supporting the transformation of energy production towards 

renewables, power plant refurbishments to avoid or capture and store carbon emissions, the 

electrification of transport and automation of mobility. 

 Value chain and emission hotspots  

A bank does not have a standardised value chain, as would a corporate operating in a specific sector. 

Besides its operational components (e.g. offices and retail locations), a bank’s value chain and 

emissions hotspots will largely depend on the type and categories of its investment and lending 

portfolios. In Russia, for example, mortgages for commercial and residential real estate and the 

corporate debt of companies in the oil & gas sector are common elements of a domestic bank’s 

portfolio, two sectors that are significantly exposed to climate change. As a result, the exposure of the 

banking sector to climate-related risks and ability to capitalise on opportunities will also be dictated by 

the sectoral nature of its counterparties.  

 Climate-related risks and opportunities for the banking 
sector  

2.3.1 Global overview 

The financial system is exposed to climate change through two broad categories of risk (see Figure 5). 

Physical risks relate to damage to infrastructure, property, and land. Transition risks arise during the 

adjustment to a lower-carbon economy, as climate policy, technologies, and market sentiment shift. 

Consequently, different banks and countries will have different exposures, with physical risks 

presenting greater challenges for lower- and middle-income countries.  

Physical risks for banks can be direct – via exposure to extreme or chronic weather events of their 

counterparties (businesses or individuals) – or indirect – as climate change affects the wider economy 

and the financial system more broadly. These exposures can take different forms, including a higher 

risk of loan default and the devaluation or impairment of assets.  

Transition risks materialize on the asset side, as banks could see losses on exposure to firms with 

business models not built around the economics of low carbon emissions. Transition risks are already 

becoming real, forcing banks, for example, to write off stranded assets. Fossil fuel companies could 

find their reserves effectively unusable in a low-carbon world. These firms could see falling earnings, 
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disrupted business models, and higher funding costs thanks to policy changes, new technologies, and 

demands from investors or consumers to tackle climate change. For example, coal producers are 

already facing policies curbing carbon emissions, with many banks pledging not to provide financing 

for new facilities. The share prices of US coal mining companies have been underperforming relative 

to those of companies holding clean energy assets, reflecting both a “carbon discount” and higher 

financing costs.  

 

The table below provides examples of climate-related risks for the banking sector worldwide. 

RISK CATEGORY AND TYPE EXPLANATION RELEVANCE TO BANKING SECTOR 

PHYSICAL  Acute 

 
Increasingly severe and 
frequent weather events 
such as storms and 
heatwaves damage to 
property, infrastructure, 
and land  

 

Credit risk: the likelihood of default for companies and households 
increasing due to property depreciation, loss of income and changes 
in market conditions 

Liquidity risk: materialized mainly owing to a decrease in the value 
of assets, growing demand for liquid funds and the intensification of 
refinancing risk e.g. cut of grain production in Russia leading to 
increase of global cereal prices  

 

PHYSICAL  Chronic 

 

Changing long-term 
weather patterns such as 
sea level raise and 
temperatures  

Operational risk: disruptions in value chains and temporary closure 
of companies for repair or process work due to excessive heating 

 

TRANSITION  Policy and 
legal 

Changes in climate policy More stringent climate policy can increase the operating costs of 
counterparties, which may result in increased risk of default 

Financial losses could materialize from exposure to firms that are 
not ready or resilient to the more stringent climate policy expected 
to be implemented as part of the low-carbon transition  

Figure 5. Physical and transition risks for the banking sector. (Source: IMF, 2019) 
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Prudential regulation may require banks to recognise climate 
change as a systemic risk and incorporate climate-related scenario 
analysis into their stress tests, increasing compliance costs  

TRANSITION Technology Changes in technology  Banks may provide financing to companies or assets that may prove 
obsolete as different sectors transition to more climate-resilient 
solutions, which could result in foregone returns from misaligned 
capex as well as in devaluation or stranding of assets 

TRANSITION Market Shift in market dynamics 
as cost of commodities 
change as well as 
consumer and market 
sentiment as a result of 
the low-carbon economy 

The re-pricing of assets due to changing market dynamics (e.g. oil 
price) may directly impact long-term demand and revenue of 
counterparties, therefore impacting their and banks’ financial 
stability 

The need for evolving skillsets (e.g. performs scenario analysis) 
amongst banks’ employees may result in additional operating costs 
(e.g. for retraining) 

TRANSITION Reputation Keeping up with 
changing expectations of 
customers  

Banks that fall behind in meeting customers’ expectations with 
regards to climate-related activities may result in reduced demand 
for their financing services  

The table below provides examples of climate-related opportunities for the banking sector worldwide. 

OPPORTUNITY EXAMPLE EXPLANATION RELEVANCE TO BANKING SECTOR 

NEW 

PRODUCTS 

AND SERVICES 

New “green” 
financial products 

Development of new 
financial products 
and services to 
respond to and 
capitalise on shifting 
demand and market 
trends in the financial 
sector 

Banks may see a growing demand for financial products targeted 
at financing green activities. These may take the form of ‘use of 
proceeds’ instruments like green bonds, as well as instruments 
like sustainability-linked loans which are aimed at incentivising 
environmental performance and improvements. Transition bonds 
are also another financial instrument available to support “brown” 
industries during the low-carbon transition. Banks who develop 
such products may be able to capitalise on this increasing 
demand and benefit from additional revenues (incl. increased 
noninterest ratings). 

MARKETS Access to new 
markets  

Emergence of new 
markets as a result of 
the low-carbon 
transition  

The low-carbon transition may result in the emergence of new 
markets within existing industry and sectors, such as EVs and EV 
charging stations, renewable energy sources and alternative 
fuels. These activities may result in increased demand for banks’ 
financing.  

RESILIENCE Recognition of 
climate change as 
a critical type of 
risk leads to better 
decision-making  

Integration of climate-
related risk 
assessment into 
existing processes 

Banks that integrate climate-related risks assessment into 
existing risk management processes may have an advantage in 
recognising the future impacts of climate change, which may 
equip them with better quality information to drive more effective 
investment and lending decision making – which can ultimately 
minimise risks and provide better returns. 
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There is an opportunity for banks to implement a more WFH 
model to avoid operational risks related to the impacts of climate 
change on major bank offices 

2.3.2 Russia overview 

Russia introduced its first national climate doctrine back in 2009, although the Russian government and 

Russian society have long been sceptical towards climate change in general. The complementing policy 

documents that followed were general and did not contain the specific measures usually required for 

practical implementation. Climate issues and their associated risks also have been included in various 

policy documents over the past decade. In spring 2020, the Ministry of Economic Development 

presented a draft version of "The strategy of the long-term development of the Russian Federation with 

low level of GHG emissions until 2050". The strategy aligns with Russia’s national targets under the 

Paris agreement, which Russia officially accepted in October 2019.5  

Interest in the TCFD reporting and ESG ratings in the banking sector remains weak, however, 

risks related to climate change have received more attention in Russia's financial sector recently. In 

2020, in the Russian market, five rating agencies offered services to assess relevant “green” financial 

instruments, including bonds and loans. Since February of this year, the Bank of Russia has begun to 

recruit employees for a new division that will deal with issues of sustainable development. On March 

3rd 2021, following a meeting on the banking sector, Russian President Vladimir Putin instructed the 

government, together with the Bank of Russia, to develop an “action plan to mitigate the risks of a 

possible negative impact on the Russian economy and financial markets due to reduced demand from 

global capital market participants for assets with high climate-related risks". The report must be 

prepared by September 1st.6  

Implementation of ambitious climate policies in other countries could substantially reduce demand for 

Russian exports and hamper the availability of foreign financing for Russian companies. Therefore, 

transition risks have potentially the most substantial impact for Russia's financial markets as carbon-

intensive companies account for a significant share of Russia’s corporate sector.  

If the EU introduces a border carbon tax on carbon-intensive imports from 2023, the oil and gas sector 

could lose $ 1.4-2.5 billion annually, the ferrous metals and coal sectors - $ 0.6-0.8 billion, non-ferrous 

metals - $ 0.3-0.4 billion.7. Overall estimated losses for Russian enterprises may reach € 2.0-6.5 billion 

per year, up to € 50 billion according to some estimates.8 The situation for Russian exporters is 

                                                           

5 http://www.cbr.ru/collection/collection/file/31583/ofs_20-2_e.pdf  

6 https://www.kommersant.ru/doc/4713497  

7 https://www.kommersant.ru/doc/4433491  

8 https://www.kommersant.ru/doc/4713497  

http://www.cbr.ru/collection/collection/file/31583/ofs_20-2_e.pdf
https://www.kommersant.ru/doc/4713497
https://www.kommersant.ru/doc/4433491
https://www.kommersant.ru/doc/4713497
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complicated by the fact that with the advent of the tax, they will begin to lose not only money, but also 

markets. 

As elsewhere, Russia has experienced an increase in the severity and frequency of extreme weather 

events in recent decades. The heatwaves and droughts in 2010 and 2012 cut Russia’s grain production 

substantially and pushed up cereal prices on global markets. 

Among opportunities or advantages that global warming may represent for Russia are extended 

growing season as vast new stretches of Russia will become suitable for agriculture. The number of 

square miles of now-frozen land in Asian Russia that could become farmable by 2080 is 2 million. 

Savings in energy that will come from warming temperatures amounts to a mild economic stimulus. 

Shipping routes between opening from Southeast Asia to Europe might be reduced by up to 40% via a 

new Russia Arctic shipping passageway as the climate warms.9  

                                                           

9 https://www.nytimes.com/interactive/2020/12/16/magazine/russia-climate-migration-crisis.html  

https://www.nytimes.com/interactive/2020/12/16/magazine/russia-climate-migration-crisis.html
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 TCFD - practical how-tos 

This section was authored by the Carbon Trust. 

 Project overview 

The normal procedure to approach a TCFD project follows the simple logic which is based on the idea 

that the risk evaluation process has to be economically viable, i.e. cost efficient. This means it should 

take as many resources, including time, as necessary to ensure that the outcome does not get lost in 

the detail, instead focusing on what is material and decision critical. 

The figure below shows practical steps a company can take to set the foundation for a TCFD-aligned 

disclosure: 

Step 1. Identify risks and opportunities 

• Compile a longlist of climate-related risks and opportunities relevant to the organisation. This 

is done by considering the specific company characteristics and the industry in which it 

operates, through desk-based research, data analysis, and workshops or interviews with 

relevant stakeholders. 

• Categorise the risks and opportunities on pre-defined categories, to identify trends and 

hotspots. Categories can be related to the drivers of risks and opportunities (such as the 

relevant TCFD category, their root cause, and the time horizon over which they can occur), and 

to the impact that they have on the company (such as the value chain stage, financial value 

driver, and market or geography). 

Step 2. Prioritise risks and opportunities using scenarios 

• Assign scenario-driven parameters and financial metrics to the risks and opportunities. 

Parameters are scenario data that can be used to represent the risk driver (such as 

temperatures and weather patterns or carbon pricing projections across scenarios). Financial 

metrics are company-specific financial indicators that are affected by each risk or opportunity 

(such as specific cost items or revenue streams). 

Figure 6. Steps for the TCFD (Source: Carbon Trust, 2020) 
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• Score and prioritise risks and opportunities against detailed criteria. The data collected on 

scenario-driven parameters and financial metrics can be translated into comparable outputs, 

which can in turn be used to assess the most substantial risks and opportunities, and compile 

a short-list. Suggested prioritisation criteria and methodologies are further explored in section 

3.2, and methodologies for scenario analysis are explored in section 3.3. 

Step 3. Quantify the financial impact 

• Calculate the value-at-stake, which indicates the cumulative loss (for risks) or value creation 

(for opportunities) between a business-as-usual scenario and the analysed climate scenarios. 

Scenario analysis and quantification methodologies are explored in sections 3.3 and 3.4 

respectively. 

Step 4. Manage the outcomes 

• Identify responses to manage outcomes of the risks and opportunities. This includes analysing 

results to identify appropriate managerial responses in order to mitigate risks and capitalise on 

the opportunities. 

 Focus area: Prioritisation 

Risks and opportunities should be assessed against a set of criteria that are comparable and relevant 

to each organisation’s business model and typical risk management practices. Below are six proposed 

criteria, but companies can change them or add more following conversations with relevant internal 

and external stakeholders: 

• Confidence: In the identification stage, each risk or opportunity is assigned to a specific 

parameter, which can be measured using scenario data (for example, carbon tax risk is driven 

by global carbon prices, which are projected in different scenario sources). Confidence 

therefore refers to the trustworthiness of the source of the relevant external scenario data and 

to the extent the accuracy can be trusted. A qualitative score can be assigned (for example 5 

referring to high confidence and 1 to low confidence). High confidence means that the 

underlying scenario data of the risk or opportunity comes from a reliable source and its 

accuracy can be trusted. 

• Scenario sensitivity: Future projections of the development of scenario-driven parameters will 

differ between scenarios (for example, projected temperature increases are higher in a policy 

failure scenario compared to an accelerated climate change mitigation scenario). Scenario 

sensitivity therefore refers to the divergence of a parameter between different scenarios. A 

quantitative score can be assigned (for example, a 70% divergence in parameters indicates 

high sensitivity, and a 10% divergence indicates low sensitivity). High sensitivity means that the 

risk or opportunity is more sensitive to the scenarios, and thus more sensitive to the scale of 

future GHG emissions or pace of decarbonisation. 
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• Outcome likelihood: Scenario-driven parameters also differ across scenarios in their rate of 

change and direction. Outcome likelihood therefore refers to the direction and/or the rate of 

change of the parameter under different scenarios. High outcome probability means that the 

risk or opportunity is more certain. 

• Time horizon: Refers to a time threshold when particular risk and/or opportunity becomes 

material for the company (if at all). A quantitative score can be assigned based on selected 

thresholds (for example, 5 referring to risks becoming material in the next 3 years and 1 

referring to risks becoming material in the next 30 years). 

• Financial materiality: For each risk or opportunity, it should be determined where in the 

company’s value chain the impact will be felt. This criterion therefore refers to a qualitative or 

quantitative estimate of potential financial impact of particular risk and opportunity. A high 

score indicates high materiality of the risk or opportunity. 

• Reputation (or any other non-financial) indicator: Certain risks and opportunities do not have 

a quantifiable impact on companies’ value chains, but instead have an intangible effect. This 

criterion therefore refers to the qualitative estimate of the impact of factors such as 

reputational damage, lawsuit and/or other legal complications, technological breakdown or 

breakthrough, or disruptive technology arrival. A high score indicates high materiality of the risk 

or opportunity. 

These criteria can then be used to create overarching metrics to assess risks and opportunities. For 

example, the six criteria above could be combined into Certainty and Materiality, as shown in Figure 7. 

All risks and opportunities can then be weighed against the overarching criteria, meaning that the ones 

with higher weight are to be considered first. Using Certainty and Materiality, risks and opportunities 

can be grouped into four categories, each requiring specific reaction/response, as demonstrated in 

Figure 7.  and opportunities that have been marked as “Reactive” or “Proactive” are thus prioritised, 

meaning that they shall be carefully examined using quantitative analysis under different scenario 

projections and assumptions. 

 

 

 

 

 

 

 

 

Figure 7. Grouping six prioritisation criteria into Certainty and Materiality (Source: Carbon Trust, 2020) 
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 Focus area: Scenario analysis 

The prioritisation exercise outlined in section 3.2, and the quantification exercise explained in the 

following section 3.4, are performed through scenario analysis. 

A scenario describes a path of development leading to a particular outcome. They are intended to 

highlight core elements of a possible future and to draw attention to the key factors that will drive future 

developments. Different scenarios allow financial institutions to conduct ‘what-if’ analyses of how 

different transition pathways could affect their assets and/or portfolios, and to explore the resilience 

and vulnerabilities of a company's business model to a range of outcomes. 

The TCFD recommends the use of temperature-based scenarios. These are comprehensive and holistic 

scenarios analysing how the world might develop, and the corresponding impacts that these pathways 

have on average global temperature and resultant climate change. These scenarios typically describe 

a smooth and orderly transition to a low carbon economy, which is associated with a global average 

temperature increase of 2°C or lower a lack of transition or transition based on known technology and 

policy developments (i.e. current policy scenarios) which result in higher temperature increases. Other 

scenarios move away from this dichotomy, and can describe a disorderly transition where stringent 

policies kick off at a later date to meet climate commitments. 

In this context, the TCFD also recommends that organisations use a 2°C or lower scenario in addition 

to two or three other scenarios most relevant to their circumstances. For companies undertaking 

scenario analysis for the first time, it is advisable to initially consider a scenario which outlines an 

orderly transition to a low-carbon economy, which would allow for analysing transition risks, and 

another non-transition scenario, which would highlight physical risks. More advanced companies that 

gained familiarity with scenario analysis should consider looking at extreme scenarios such as abrupt 

and disorderly transitions and the breach of climatic tipping points. 

Therefore, a recommended starting point for companies integrating climate scenario data is to focus 

on two scenarios: one consistent with the Paris Agreement goal of limiting warming to 2°C, and one 

aligned to current policies and pledges leading to approximately 3°C of warming by the end of the 

century. For a more extensive assessment companies can also consider including scenarios aligned to 

the highest ambition of the Paris Agreement of limiting warming to 1.5°C, as well as ‘no-additional 

policy’ scenarios exceeding 4°C of warming. 

In addition to outlining different temperature increases, scenarios also differ in the level of granularity 

offered, the sectoral focus taken, the driving datasets and assumptions, and the underlying narrative 

described, as described below. This means that companies can choose between a wide set of 

resources, and often scenario data comes from a variety of sources depending on the risk or 

opportunity in question. In selecting scenario data, companies should consider the general implications 

for strategy, capital investment, cost and revenue both at a company-level and at the specific regional- 

or market-level where specific impacts of climate change are likely to arise. 

• Sector-specific models: energy system models (e.g. looking at primary, secondary and end use 

of energy in industry, buildings and transport systems) and land-use models (e.g. looking at 

agriculture, forestry and other land use) explore how different economic sectors evolve based 
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on changing policy, technology and market conditions. The most commonly used developer of 

these scenarios is the International Energy Agency (IEA) for energy systems and the 

International Institute for Applied Systems Analysis (IIASA) respectively for land systems. The 

outputs from sector-specific models are most appropriate for use in transition risks and for 

sector-specific considerations, such as energy use by source, and technology readiness. 

• Integrated Assessment Models (IAMs): consider the socioeconomic factors that affect the 

earth systems to determine how these then affect human welfare and the planet. These models 

are frequently used in considering the trade-offs of different action and support both the 

policymaking and the findings Intergovernmental Panel on Climate Change (IPCC)’s 

assessments. An IAM will include models of the economy, energy system, land system and 

climate system. In integrating this diversity of systems there are inevitable limitations to the 

level of detail that can be drawn in comparison to more focused models such as sector-specific 

or climate models. IAMs are often used when assessing both transition and physical climate 

risk, for example they can inform for broad considerations on the energy mix and its 

overarching role in the energy transition. 

• Climate models: simulate the response of the climate (including atmosphere, cryosphere, 

oceans and land) to GHG emissions. The Global Climate Models (GCMs) are a mathematical 

representation of the processes that drive our climate. GCMs work by splitting the world into 

lots of 3D grid boxes with typical grid cell size (resolution) for climate model is around 100 km2 

in horizontal direction and ~1 km in vertical direction – this is limited by computer power. The 

basis of these models is observational data primarily from weather station data and satellites. 

The cover of observational data is vastly improving in general due to satellites but there is still 

not enough weather station coverage in lots of parts of the world. The main source for these 

data for scenario analysis is the Coupled Model Intercomparison Projects (CMIP) which 

collates the range of models run by climate scientists in a systematic fashion, leading to model 

improvement and the development of a collective view to feed into IPCC reports. Climate 

models are relevant for assessing physical risks, and as such they can inform considerations 

on company resilience to climate change, such as on assets and productivity. 

These scenarios can be accessed from a variety of sources. Some recommended sources include: 

• KNMI Climate Explorer – sourcing data on physical risk indicators from the CMIP5 dataset that 

was used for the IPCC’s fifth assessment report. 

• SSP Database – sourcing IAM data, with a focus on those pathways forming the basis of the 

research underpinning the IPCC’s sixth Assessment Report and which have been provided to 

be analysed across projects included in CMIP6.  

• IEA Energy Technology Perspectives – this publication is a long-term outlook on the global 

energy system. The underlying model is based around the global energy system, integrating 

hundreds of different technologies and different options that are potentially viable, as well as 

being consistent with global climate goals. 

• IEA World Energy Outlook – this publication is focused around replicating the function of 

energy markets and how this relates into the global energy system. The data allows for analysis 
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of the potential uptake of technologies but also how prices may change for consumers/users 

in different countries. The model is strongly linked back to choices that can be made in global 

energy policies to understand the consequences of these to energy markets. 

 Focus area: Financial quantification 

This stage consists of quantifying the financial impacts that each risk and opportunity will have on 

different financial metrics, by determining the cumulative loss (for risk) or potential value creation (for 

opportunities) between a business-as-usual baseline scenario, where climate change does not occur, 

and two pathways developed aligned to climate scenarios. This exercise is done for each risk and 

opportunity separately, once the relevant scenario data has been gathered. 

As discussed in previous sections, each risk and opportunity impacts the business in a different way, 

by affecting different markets, geographies, or value chain stages. Impacts are therefore felt across 

different financial indicators within a business. As also explained by TCFD, this can be mapped against 

four major categories, i.e.  Revenues, Expenditures, Assets and Liabilities, Capital and Financing. Based 

on these categories different metrics (indicators) can be used to evaluate financial impact of identified 

climate-related risks and opportunities, as shown in Figure 8. 

 

Figure 8. Financial indicators of climate change impact (Source: Carbon Trust, 2020) 

Value-at-stake is then calculated with three steps: 

1. Calculate how the financial indicator develops in a business-as-usual scenario: this can be done 

by projecting the relevant financial indicator according to internal company expectations, without 

considering climate change (for example, projecting a revenue increase according to expected 

market growth, or a fixed cost increase in line with inflation). 
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2. Calculate how the change in scenario-driven parameter affects the financial metric under the two 

climate scenarios: this requires an understanding of the interplay between each scenario-driven 

parameter driver and the financial metric, meaning that bespoke calculations and assumptions are 

required to determine how a change in one results in a change in the other. 

3. Calculate the difference: the difference in financial metric between the baseline and the climate 

scenarios is the value-at-stake. 
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Worked examples for the banking sector 

This section provides a practical example to illustrate how a bank can undertake its climate-

related risks and opportunities analysis in line with the TCFD recommendations. The sample 

analysis includes a selection of risks and opportunities that are relevant to the sector for a bank 

with a portfolio comprising real estate assets and debt-type investments to the power utilities 

sector. The sample analysis is for illustrative purposes only, is not inclusive or reflective of real 

companies, and uses sample financial figures.  

Step 1. Identify risks and opportunities 

With desk-based research, data analysis, and workshops or interviews with relevant stakeholders, 

compile and categorise a long-list of 100-150 risks and opportunities. For banks, a broader 

approach could be taken for this step, consisting of identifying and analysis a short list of external, 

climate-related root causes based on the sectoral and geographical composition of their 

portfolios. 

The risk named “increased cost of operations due to carbon pricing” refers to scenario in which 

a bank would loan money to a power utility company and how a carbon tax would increase the 

operating cost of the counterparty, increasing the risk of loan default (i.e. the power utility 

company not being able to pay back the full loan value). The risk “physical damage to real estate 

assets from reduced permafrost bearing capacity” refers to a scenario in which a bank owns real 

estate assets located on permafrost areas and how the bearing capacity (i.e. thickness) of the 

permafrost will reduce as a result of increased temperatures, leading to damages and devaluation 

of the real estate assets owned by the bank. Please note that these examples have been 

simplified for the purpose of this guide which aims to illustrate the process of translating a 

climate-related risk into a quantified financial impact. 

 

Figure 9. Sample longlist 
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Step 2. Prioritise risks and opportunities using scenarios 

Assign scenario-driven parameters and financial metrics to the risks and opportunities in the 

longlist, and score each one against the six criteria. 

 

 

Group the six scoring criteria, using weighting and thresholds at own discretion, into “certainty” 

and “materiality”. Then map the risks and opportunities against these criteria. 

 

 

 

 

 

 

Figure 10. Example risk and opportunity scoring 

Figure 11. Prioritisation of CROs 
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Figure 11 shows that two risks fall into the “proactive” category: the risk of carbon pricing and the 

risk of reduced permafrost bearing capacity leading to damage and value loss of real estate 

assets. This means that those risks should be brought forward to the next step of quantification 

of value-at-stake. 

Step 3. Quantify the financial impact 

Quantify the value-at-stake for the two prioritised risks, using detailed and bespoke modelling. 

1. Increased cost of operations due to carbon pricing – the introduction of a carbon tax 

affects the operating margin of a power utility company to whom a bank has provided a 

loan with a 20-year repayment term (the interest rate was assumed to be 0% for simplicity 

purposes). The process for calculating the financial impact and value at stake of this risk 

can be summarised in the following four steps: 

a) Source projected carbon pricing data. This step entails extracting the carbon pricing 

rates ($/tCO2e) for Russia under the relevant scenarios. The scenario databases 

where this data can be sourced from is: baseline (3°C scenario, or Current Policies) 

from SSP2-45, R5.2REF; transition (2°C scenario) from SSP1-26, R5.2REF.10 

 

 

  

b) Calculate the impact of carbon pricing on the operating margin of the counterparty. 

Assuming that carbon pricing is the only factor affecting the operating profit of the 

loan counterparty power utility company, a direct correlation between the rate of the 

carbon tax increasing and the operating margin can be developed (i.e. the more the 

former increases, the more the latter decreases). For this step, the input data required 

can be sourced from the power utility company directly (e.g. annual report or financial 

filings) and include: revenue, current operating margin, and scope 1 emissions. 

                                                           

10 Link to SSP database: https://secure.iiasa.ac.at/web-apps/ene/SspDb/dsd?Action=htmlpage&page=about  

Figure 12. Projected carbon price in two scenarios (Source: SSP database, 2021) 

https://secure.iiasa.ac.at/web-apps/ene/SspDb/dsd?Action=htmlpage&page=about
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c) Foregone loan repayments. As the carbon tax results in additional operating costs 

for the power utility company, its ability to pay back the loan instalments is affected. 

An assumption was made that when the operating margin becomes negative, the 

counterparty is no longer able to pay back the outstanding amount of its debt. This 

occurs in 2026 in the 2C scenario and in 2039 in the Current Policy scenario.  

 

 

 

 

 

 

 

 

d)  Value at stake. The cumulative value of the loan repayments the power utility 

company is not able to make as a result of a carbon tax increasing its operational 

cost is the value at stake. 

Figure 13. Projected impact of carbon tax on operating margin (Source: Carbon Trust, 

2020, illustrative data) 

Figure 14. Impact of decreased operating margin on counterparty’s ability to repay loans 

(Source: Carbon Trust, 2020, illustrative data) 
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Figure 15. Projected value at stake related to the introduction of a carbon tax impacting a power utility 

counterparty’s ability to pay back full loan value. (Source: Carbon Trust, 2020, illustrative data) 

2. Physical damage to real estate assets from reduced permafrost bearing capacity – 

increased temperatures in Russia from climate change result in the reduction of the 

permafrost bearing capacity (i.e. thickness), which lead to a devaluation of the real estate 

assets of the bank located on permafrost areas. The process for calculating the financial 

impact and value at stake of this risk can be summarised in the following four steps: 

a) Source temperature projections in relevant area. The first step is to source the 

projected yearly temperature increase in the relevant areas where the real estate 

assets are located, under the climate scenarios considered, which in this example 

were a worst-case-scenario (RCP 8.5) and a 2C scenario (RCP 2.6)11. 

 

Figure 16. Projected average temperature in Russia (Source: KNMI, 2021) 

b) Analyse relationship between increased temperature and reduced permafrost 

bearing capacity. In this case, the thresholds of permafrost thickness at different air 

temperatures were sourced from an academic paper12. Based on the research, a 
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simplified correlation between air temperature (°C) and permafrost thickness (m) 

was developed. 

 

 

 

 

 

 

 

 

 

 

Figure 17. Projected permafrost thickness based on increase in average temperature in Russia 

(Source: Xu, 2019) 

c) Develop correlation between decreased permafrost thickness and asset value at 

risk. A simplified, linear correlation can be developed between the permafrost 

thickness decreasing over the years and the real estate assets value at risk 

(expressed in percentages). 

 

Figure 18. Projected asset value at risk based on reduced permafrost thickness 

(Source: Carbon Trust, 2020, illustrative data) 

                                                           

11 These can be sourced from the Royal Netherlands Meteorological Institute (KNMI) database: 

https://dataplatform.knmi.nl/open-data-info/index.html  

12 https://www.sciencedirect.com/science/article/pii/S1674927818301072  

https://dataplatform.knmi.nl/open-data-info/index.html
https://www.sciencedirect.com/science/article/pii/S1674927818301072
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d) Value at stake. The value at stake for this risk is the cumulative loss of value of the 

real estate asset over the years. It was assumed that if in year 1 the value at risk is 

5% of the total value $50m, in year 2, when a 7% decrease of value is expected as a 

result of melting permafrost, the asset value loss calculation would be 7% of 95% of 

the total asset value (i.e. 7% of $47.5m). As a result, the value lost in the first few 

years is greater in absolute terms than the yearly additional value lost in a longer-

term period. 

 

Figure 19. Value at stake based on increase in temperatures in Russia leading to reduced permafrost 

bearing capacity, impacting the value of real estate assets 

(Source: Carbon Trust, 2020, illustrative data) 
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 Case studies 

This section was authored by EthnoExpert. 

 Disclosure trends in the banking sector 

The banking sector is still in its development stage when it comes to TCFD disclosure, although this 

varies from region to region. According to the FSB-TCFD supporters’ statistics, there are 121 banks that 

follow the TCFD recommendations in their disclosures globally.13 This level is quite high compared to 

other industries. Officially there are 232 companies that report to the TCFD criteria: 51% of them are in 

the banking sector, 17% in electric and multi-utilities, 14% in metals and mining, 13% in oil and gas, 3% 

paper and forest products, 1% in construction materials. Such results could be explained by the 

comparative ease for banks to measure Metrics and Targets quantitatively.  

Figure 20 below shows geographical distribution of banks that include the TCFD criteria in their reports, 

with APAC region (39%) and Europe (36%) leading, followed by North America (14%). The Latin America 

(6%) and MEA (4%) regions for the moment lag in adhering to the TCFD recommendations.  

Figure 20. TCFD disclosure by region. 

                                                           

13 The list of banks for this study was generated using sectoral filters from: https://www.fsb-tcfd.org/supporters/ 
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We randomly selected a sample of 41 commercial banks from the FSB-TCFD list; the sample was 

diversified by asset size and geography, and included both single-country institutions and 

multinationals. Seventy-three percent of our sample covered all four major TCFD criteria (Governance, 

Strategy, Risk Management, Metrics and Targets), while the remaining institutions only addressed 

some of the criteria. Looking at a geographical breakdown of our sample, we found full TCFD criteria 

disclosures most often among European and APAC region reports. In North America, the TCFD 

disclosures were found primarily among global banks (such as Citigroup), which also tended to provide 

greater detail in their disclosures than smaller institutions. 

 

 

 

 

 

 

 

  

 

Figure 22. Mention of individual TCFD criteria by region among the considered sample. 

  

   

   

   

   

   

   

 

  

  

  

  

   

   

   

             
      

          
            

              
        

                    
         

                         

                             

  

   

   

   

   

   

   

   

   

   

    

                                      

                                  

                                                            

Figure 21. TCFD disclosure by sector. 
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In Figure 22, we can see the ratio of banks from our sample that discusses each of the four TCFD criteria 

- Governance, Strategy, Risk Management, Metrics and Targets - grouped by region. Of the four criteria, 

European banks seem most comfortable with reporting on Metrics and Targets and report least on 

Governance. APAC region institutions seem equally comfortable with Governance, Risk Management, 

and Metrics and Targets; the Strategy component is found slightly less often. In MEA, Governance, 

Strategy and Risk Management are discussed most often in reports, but Metrics and Targets are found 

more rarely. In Latin America, all of the banks we looked at discussed Governance, but Metrics and 

Targets are rarely found. In North America, the two most common criteria that found in the reports are 

Strategy and Metrics and Targets, with Risk Management discussed relatively often; Governance is 

noticeably rarer. 

The primary barriers preventing uptake of the TCFD are a lack of standardization between disclosure 

frameworks, as well as a lack of universally accepted guidance on how to conduct climate-related 

scenario analysis and insufficient clarification of some elements in the Task Force supplemental 

guidance issued in a 2017 report. 

Updated guidance is available in the new TCFD report14 :  

• Scenario Analysis for Non-Financial Companies 

• Integration of Climate-Related Risks into Risk Management Processes 

• Forward-Looking Financial Sector Metrics 

As banks seek to become effective managers of climate risk, they need to quantify climate factors 

across the business and put in place the tools and processes needed to take advantage of them 

effectively.  

 Global best practice examples of the TCFD  

Global best practice examples of specific TCFD criteria in the banking sector are summarized in the 

tables below.  

 

 

 

                                                           

14 https://www.fsb.org/wp-content/uploads/P291020-1.pdf 

 

 

https://www.fsb.org/wp-content/uploads/P291020-1.pdf
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BARCLAYS15 

TCFD CRITERIA DESCRIPTION EXAMPLE FROM THE REPORT 

GOVERNANCE The report provides a visual 
representation of the company’s 
governance structure and complements 
it with a more detailed text 
description. The graphic uses a bottom-
to-top framework to illustrate the 
dependencies of the management team 
and the committees with sustainability-
related functions.  
 
The report explicitly discusses the bank’s 
progress in complying with the TCFD 
recommendations by detailing individual 
criteria, recommended disclosures, and 
the bank’s disclosure.  

 

STRATEGY  The bank addresses strategy through 
outlining their “approach to tackling 
climate change” with four high-level 
targets, including specific targets and 
deadlines where possible: 
1. Become a net zero bank on Scope 1, 2, 
3 
2. Align the entire bank’s portfolio to 
Paris agreements 
3. Increase restrictions in sensitive 
energy sectors 
4. Increase green financing 

 

METRICS AND 

TARGETS 

In the section on compliance with the 
TCFD recommendations, the bank both 
describes their approach to this criterion 
in a summary section on compliance with 
the TCFD recommendations and then 

 

                                                           

15https://home.barclays/content/dam/home-barclays/documents/citizenship/ESG/Barclays-PLC-ESG-Report-

2019.pdf  

https://home.barclays/content/dam/home-barclays/documents/citizenship/ESG/Barclays-PLC-ESG-Report-2019.pdf
https://home.barclays/content/dam/home-barclays/documents/citizenship/ESG/Barclays-PLC-ESG-Report-2019.pdf
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offers a full chapter of discussion on the 
indicators it has chosen.   

The report presents information on the 
metrics and targets recommended by the 
TCFD and for each value the link to the 
page is indicated:  
1. Metrics to assess climate-related risks 
and opportunities in line with its strategy 
and risk management process  
2. Disclose Scope 1, Scope 2, and, if 
appropriate, Scope 3 GHG emissions, and 
the related risk 
3. Targets used by the organisation to 
manage climate-related risks and 
opportunities and performance against 
targets.  

For example, point 2 is presented in an 
infographics format that provides for 
comparison with previous years.  

 

 

 

 

 

RISK 

MANAGEMENT 

In the part on compliance with the TCFD, 
the report describes the bank’s practice 
in a nutshell, and then proceeds with the 
chapter on risk management with the full 
description of the processes – such 
organization of the information flow 
provides a detailed and at the same time 
comprehensive perspective on climate 
related risks. 

The company provides a table where the 
identified risks and the committees 
associated with them can be found. 
 
The report also presents a description of 
bank’s approach to sensitive sectors:  
- The energy sector and electric and gas 
utilities sector 
- Coal mountain top removal coal mining 
- Arctic oil & gas 
- Oil sands 
- Hydraulic fracturing 
 
For risk management, a table presents 
each category and suggested measures 
to quantify climate change:  
- Сredit risk 
- Market risk 
- Treasury and capital risk 
- Operational risk 
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DANSKE BANK A/S16 

TCFD CRITERIA DESCRIPTION EXAMPLE FROM THE REPORT 

GOVERNANCE The report shows the bank’s 
sustainability governance structure, and 
the functions of each responsible 
committee.  

 

 

 

 

 

 

 

 

 

 

 

 

STRATEGY Strategy is presented in form of goals in 
three major directions:  
- Climate & environment 
- Innovation & entrepreneurship 
- Financial confidence & security 
 
The structure is the following:  
- General ambition 
- Strategic themes 
- Goals for 2025 
- Foundational factors 

The bank looks at two different climate-
related scenarios and establishes two 
different sets of metrics:  

1. The first analysis was on transition 
risks in the oil and gas sector, focusing 
on potential effects to the credit quality 
of its portfolio.  

2. The second analysis was on physical 
risks related to increased frequency and 

 

                                                           

16 https://danskebank.com/-/media/danske-bank-com/file-cloud/2020/2/sustainability-report-2019.pdf  

https://danskebank.com/-/media/danske-bank-com/file-cloud/2020/2/sustainability-report-2019.pdf
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severity of flooding in its retail mortgage 
portfolio, which produced estimates of 
exposure and collateral value at risk.  

METRICS AND 

TARGETS 

Footprint data can be found in the end of 
the report, merged into one table that 
compares 2016-2019 as well as the 
current and new targets for 2023. Data is 
split into four categories: 
- Sustainable finance 
- Environment 
- Social 
- Governance 

Scope 1, 2 and 3 emissions are included, 
as well as intensity metric. 

 

 

 

RISK 

MANAGEMENT 

The bank’s major activities related to 
climate related risk management include:  
1. No longer invest in or lend to 
companies with a revenue of 30% or 
more derived from thermal coal mining, 
thermal coal utilities or extraction of oil 
from tar sands; 
2. Minimum requirement for managing 
specific ESG risks, including climate-
related risks, within five specific sectors: 
fossil fuels, mining and metals, forestry, 
agriculture and arms and defense; 
3. Regularly assess climate-related risks 
as part of our credit analysis for 
individual large corporate customers; 
4. Report according to sector-specific 
scenario analyses from 2019.  
 
The report directs readers to the bank’s 
separate 2019 Risk Management Report 
for more details.  
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FIRST FINANCIAL HOLDING17 

TCFD CRITERIA DESCRIPTION EXAMPLE FROM THE REPORT 

GOVERNANCE Governance structure can be found in the 
framework form presented according to 
ESG criteria. The chart includes multiple 
working groups (WG):  

1.Corporate Governance  
2. Customer Care  
3. Employee Care  
4. Environmental Sustainability  
5. Social Welfare  
 
The report also details compliance with 
the TCFD recommendations in an 
overview of past actions (2011-2018), 
present-year initiatives (2019) and future 
plans (2020-2021). 

 

STRATEGY In the part of the report about the 
accordance with the TCFD requirements, 
information on Strategy could be found in 
a table format with the activities in 2011-
2018, in 2019 and 2020-2021. 

 

METRICS AND 

TARGETS 

Information on sustainable development 
goals includes KPIs, complete rate, 
modified goal for 2020 and long-term 
goal outline. 
 
Apart from that, full data on the 
environmental footprint is presented, as 
well with the comparisons over 2016-
2019, goals for 2019 and ratios of values 
from 2019 compared to 2018. Aspects 
mentioned:  
- Scope 1, 2 greenhouse gas emissions 
- Carbon reduction 
- Water consumption 
- Waste  
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17 https://csr.firstholding.com.tw/en/doc/reports/20200630335356777790689_en.pdf  

 

RISK 

MANAGEMENT 

Risk Management criteria is described in 
in the part about compliance with the 
TCFD recommendations, structured in 
terms of what has already been achieved 
in 2011-2018, what was planned for 2019 
and what was targeted in 2020-2021. 
 
To improve the internal control system 
and strengthen the company’s controls, 
the bank established three lines of 
defence in internal controls and clarified 
the roles and scope of duties of each line, 
to ensure the organizational structure 
meets the principles of the three lines of 
defines and their effective operations:  
1. First line of defense - Internal 
inspection by business unit 
2. Second line of defense - Sound 
compliance and risk management 
system 
3. Third line of defense - Independent 
internal audit unit 

 

 

 

https://csr.firstholding.com.tw/en/doc/reports/20200630335356777790689_en.pdf
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Additionally, the below examples provide additional insights on how banks are implementing the four 

disclosure areas of the TCFD recommendations. 

 

 

                                                           

18 https://www.ing.com/MediaEditPage/ING-Climate-Risk-report-2020.htm  

19 https://av.sc.com/corp-en/content/docs/Standard-Chartered-Climate-Change-Disclosures-2019.pdf  

GOVERNANCE  

ING18 Governance in terms of 
climate risk problems is 
described in an easy-to-read 
format. Each of them 
described in one-two 
paragraphs, where description 
and functions are provided. 
The company has three major 
committees:  
- Climate change committee  
- Risk committee 
- Climate risk working group 

 

 

 

STANDARD 

CHARTERED 

BANK19 

Information on governance is 
presented in two forms: text 
and scheme, thus providing a 
full vision on a subject matter. 
The Group Chief Risk Officer is 
supported in his 
responsibilities as follows:  

-Global Head, Enterprise Risk 
Management  

- Climate Risk Team 

- Climate Risk Management 
Forum 

 

 

 

https://www.ing.com/MediaEditPage/ING-Climate-Risk-report-2020.htm
https://av.sc.com/corp-en/content/docs/Standard-Chartered-Climate-Change-Disclosures-2019.pdf
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STRATEGY 

BANK OF 

NEW YORK 

MELLON 20 

Strategic actions for 
each area of ESG can be 
found in the report with 
the description of 
particular activities and 
sums of investments 
directed toward them.  

 

 

GARANTI  

BBVA21 

 

Strategic priorities are 
described in a short but 
easy-to-comprehend 
manner.  

 

 

 

 

 
 

 

 

 

                                                           

20https://www.bnymellon.com/content/dam/bnymellon/documents/pdf/2019-csr-report.pdf.coredownload.pdf  

21 https://www.garantibbvainvestorrelations.com/en/images/entegre-faaliyet-raporu-2019/garanti-bbva-

integrated-annual-report-2019.pdf  

https://www.bnymellon.com/content/dam/bnymellon/documents/pdf/2019-csr-report.pdf.coredownload.pdf
https://www.garantibbvainvestorrelations.com/en/images/entegre-faaliyet-raporu-2019/garanti-bbva-integrated-annual-report-2019.pdf
https://www.garantibbvainvestorrelations.com/en/images/entegre-faaliyet-raporu-2019/garanti-bbva-integrated-annual-report-2019.pdf
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RISK MANAGEMENT 

CITIGROUP 

INC.22  

The bank has integrated the 
Equator Principles into a 
system for evaluating 
funded projects, depending 
on sector, region, country 
designation which provides 
an added value to the 
disclosure. 

 

 

CREDIT SUISSE 

GROUP AG 23 

The bank provides a clear 
visualization how it 
assesses sustainability 
risks, with additional 
information provided in text 
format. 

 

 

 

 

 

 

 

 

 

 

 

   

                                                           

22https://www.citigroup.com/citi/about/esg/download/2019/Global-ESG-Report-2019.pdf?ieNocache=833  

23 https://www.credit-suisse.com/about-us/en/reports-research/corporate-responsibility-report.html  

https://www.citigroup.com/citi/about/esg/download/2019/Global-ESG-Report-2019.pdf?ieNocache=833
https://www.credit-suisse.com/about-us/en/reports-research/corporate-responsibility-report.html
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METRICS AND TARGETS 

BANK OF 

NEW YORK 

MELLON 24 

The company 
not only 
mentions the 
fact that they 
cover Scope 1, 
Scope 2, and 
Scope 3, but it 
also adds how it 
has achieved 
carbon neutrality 
and emission 
reduction – in a 
short but very 
representative 
table format. 

 

 

CITIGROUP 

INC. 25 

Environmental 
performance is 
presented 
together in a 
table format, 
displaying 
historical 
information on 
progress. All 
important data 
(Scope 1, 2, 
energy 
consumption, 
CO2 emission, 
water 
consumption, 
etc.) is 
presented fully. 

 

 

                                                           

24https://www.bnymellon.com/content/dam/bnymellon/documents/pdf/2019-csr-

report.pdf.coredownload.pdf  

25 https://www.citigroup.com/citi/about/esg/download/2019/Global-ESG-Report-2019.pdf?ieNocache=833 

 

https://www.bnymellon.com/content/dam/bnymellon/documents/pdf/2019-csr-report.pdf.coredownload.pdf
https://www.bnymellon.com/content/dam/bnymellon/documents/pdf/2019-csr-report.pdf.coredownload.pdf
https://www.citigroup.com/citi/about/esg/download/2019/Global-ESG-Report-2019.pdf?ieNocache=833
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CREDIT 

SUISSE 

GROUP AG 26 

All data on the 
key performance 
indicators for 
environmental 
management is 
presented in one 
table.  

 

 Russian best practice example of the TCFD  

Russian banks tend to present their activities according to the TCFD recommendations very rarely, 

thus most of them are at an early stage of development in this field, although several have publicly 

acknowledged the importance of such metrics and their dedication to implement these criteria in their 

reports. Several examples of banks that have already started to include the TCFD criteria partially into 

their disclosures can be found below. 

ROSBANK27 

TCFD CRITERIA DESCRIPTION EXAMPLE FROM THE REPORT 

STRATEGY 

Rosbank participates in Societe 

Generale Group programs for protecting 

the environment and climate and 

implements its own eco-friendly 

projects. As Societe Generale is one of 

the founding banks of the Principles for 

Responsible Banking and has been a 

pioneer of Positive Impact Finance, the 

Group has defined Corporate & Social 

Responsibility (CSR) as one of its major 

strategic areas of development for the 

years ahead. 

Within Rosbank the first two pillars of Societe Generale are the 

most relevant – “The fight against climate change” and “Social 

trends and innovation”. Within these SDGs six priorities were 

chosen: 

- energy efficiency  

- waste management & recycling 

- water management 

- land management 

- smart cities 

- mobility 

                                                           

26 https://www.credit-suisse.com/about-us/en/reports-research/corporate-responsibility-report.html  

27 https://api.rosbank.ru/doc/2019.zip/d?_ga=2.164800447.1009635964.1613565846-560455155.1613565846  

https://www.credit-suisse.com/about-us/en/reports-research/corporate-responsibility-report.html
https://api.rosbank.ru/doc/2019.zip/d?_ga=2.164800447.1009635964.1613565846-560455155.1613565846
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METRICS AND 

TARGETS 

 

The annual 
report presents 
information on 
the company’s 
environmental 
footprint; data 
for 2018 is 
given in 
brackets.  

 

Center-invest Bank won the Best Bank in Central and Eastern Europe for Corporate Responsibility 

category in the Euromoney Awards for Excellence 2020 for its transparent reporting and successful 

localization of the ESG banking business model. Center-invest Bank’s experience was included in the 

best practices of the Global Alliance for Banking on Values (GABV) and the Principles for Responsible 

Banking (UNEP FI). 

CENTER-INVEST BANK28 

GOVERNANCE Corporate 

governance is 

described, 

highlighting the 

importance of ESG 

principles. 

Furthermore, the 

employees 

responsible for the 

ecological decision-

making are 

mentioned.  

 

 

                                                           

28 https://www.centrinvest.ru/files/en-reports/env-report-2019.pdf  

https://www.centrinvest.ru/files/en-reports/env-report-2019.pdf
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RISK 

MANAGEMENT 

An ecological risk 

score ranging from 

“low” to “high” is 

assigned to every 

industry. Also, sum 

financed in this 

industry is reflected 

together with the its 

share of the 

portfolio.  

 

STRATEGY Strategy is presented 

in the form of goals 

with the approximate 

distribution of 

investment of bank 

into these initiatives. 

  

 

METRICS AND 

TARGETS 

The bank’s 

environmental 

footprint presented in 

a table format, with 

data provided for 

2018-2019 and 2018 

to show the 

company’s progress.  

 

 

 Opportunities for improvement 

Identifying climate risks remains a largely qualitative exercise for most banks: very few credit 

institutions are assessing the actual financial exposure from environmental risks.  Classification of 

climate risk is in the best case prepared during the credit assessment process and is included in the 

credit proposal, along with a mitigation plan for high-risk projects. The use of scenario analysis is not a 
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practice in Russia yet. An opportunity for improvement would be to develop technical knowledge to 

quantify CROs. 

 

A main barrier for the uptake of the TCFD in the banking sector is the lack of a single harmonized 

disclosure framework. Regulators and reporting bodies should work to bring more standardization. 

Simultaneously, companies should begin disclosing to the TCFD, even if only done qualitatively in a few 

select areas.  

 

Individual institutions could help accelerate the development of a comprehensive approach to 

climate-related risk management by addressing some or all of its component parts:  

▪ Implementing governance frameworks for climate risk. These frameworks should explicitly 

deploy specialized senior personnel and set minimum standards for reporting throughout the 

business.  

▪ Identifying processes, methodologies, and tools necessary to manage climate risk effectively. 

Climate factors should be embedded in risk and credit frameworks. Regulators are likely 

ultimately to rely on scenario analyses and stress tests, and therefore these capabilities will 

be essential for the institutions as well. Importantly, understanding the fundamentals of 

climate change and its impact on pricing, credit risk, and client relationship will require data. 

▪ Embedding climate-risk factors into decision making, both in the front and back office and for 

both financial and nonfinancial risks. Banks should measure their climate exposures at 

multiple levels, from transaction to portfolio. 
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 Key takeaways 

This section was authored by the Carbon Trust. 

Banks, along with other financial institutions, sit at the top of the investment chain and therefore have 

a critical role to play in disclosing and divulging information on climate-related risks and opportunities. 

However, access to this information is not always readily available to banks due to the unique nature 

of their business. In fact, unlike other sectors, their exposure to climate risks is dependent on the 

sectoral and geographical compositions of their portfolios and counterparties. In other words, a bank’s 

understanding of climate-related risks and opportunities can largely depend on the quality and quantity 

of counterparties analogous disclosures. While banks can take reasonable steps in appropriately 

pricing risks into lending and investment decisions, the efficient allocation of capital toward more 

resilient areas of the economy is dictated by all parties in the investment chain providing and sharing 

amongst one another sufficient, forward-looking, decision-useful information related to climate-related 

risks and opportunities. The process of information sharing and peer-to-peer leaning amongst banks is 

likely going to take time to materialise and to produce good quality information. The pace at which 

banks might adopt and implement the TCFD is also likely to be dictated by regulatory pressure, like in 

the case of the UK where the Bank of England requested financial institutions to include climate change-

related scenarios in stress testing exercises. Nonetheless, banks should take an active interest and 

proactive approach in starting and consolidating the process for understanding their exposure to 

climate risks and the opportunities that may arise from the low-carbon transition through TCFD aligned 

disclosure. There are numerous reasons to do this, one being the growingly clear evidence that 

companies that perform better with regards to climate disclosure and preparedness of climate risk 

mitigation strategy, tend to have a stronger financial performance and provide better returns on 

investments. 

Overall, the current pace of adoptions of TCFD amongst Russian banks is slow, with only a few 

institutions having gone through the disclosure process, including Rosbank and Center-Invest Bank. 

Amongst the barriers preventing the uptake of climate-related financial disclosures, the gap of internal 

technical knowledge and the lack of data required to perform the analysis can be considered as the 

most relevant ones, both in Russia and worldwide.  Despite the slow growth in awareness and 

implementation of the TCFD, there is a growing momentum in Russia. The trends in the polling 

responses gathered during the webinar “TCFD disclosures for the banking sector” show that for the 

most part, Russian banks did not have any engagement with climate-related financial disclosures to 

date, largely driven by lack of regulatory requirements to do so and the belief that climate change does 

not pose risks to their business. However, the majority of respondents expressed that TCFD will become 

important for them within 1-3 years, although amongst the other responses there were more banks 

indicating that this timeframe is more aligned to 5+ years than this year. To ensure an effective adoption 

and implementation of TCFD, banks will have to develop internal capabilities to address the existing 

lack of technical knowledge, which was highlighted as the main barrier for starting a TCFD project 

during the webinar. Amongst other barriers preventing the uptake of climate-related financial 

disclosures, the lack of data required to perform the relevant analyses required by TCFD was also 

highlighted as an important one. Unlike other sectors in which implementing the TCFD 

recommendations is still very much seen as an area of responsibility falling under the Sustainability 
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departments, in the banking sector this is expectedly more spread across Risk Management, Investor 

Relations and Sustainability. 

Despite the slow growth in awareness and implementation of TCFD in Russia as a whole, there have 

been important developments in the last few years. For example, during 2020 there has been an 

emergence of new, “green” financial instruments (e.g. green bonds) and in May 2020, the Central Bank 

of Russia issued a consultation inviting financial market participants to improve their skills of 

identifying, assessing and manging climate risks. Moreover, in early March 2021, Russian President 

Vladimir Putin tasked the Bank of Russia and Russian government with developing an action plan to 

mitigate economic implications of reduced demand of highly exposed assets and products from global 

markets participants. These recent developments evidence a growing momentum behind climate-

related financial disclosures in Russia which may indicate the beginning of a shift in the mindset and 

perception on climate change across the country. 
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