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TCFD & the finance sector

• An overview of UNEP FI’s current work
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TCFD Scope – recommendations



Overview of Climate Change Workstream 
at UNEP FI
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Climate Change

Banks Investors Insurers

Responding to the FSB’s TCFD

Responding to the Paris Agreement

Strategic research & positioning



UNEP FI’s track record -
climate assessment by FIs
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2015
FI guidelines 
to identify, 

assess, 
manage 

carbon risks

2013
Why and how 

investors 
should 

measure and 
disclose 
carbon

2009
First ever 
finance 
sector 

supplement 
on 

sustainability 
reporting

2015-2017
What comes 

after risk 
disclosure? 

Risk 
mitigation 

action.

FIs mitigating 
transition risks

FIs assessing and disclosing 
carbon/transition risks

FIs disclosing 
on 

sustainability

2018
Recommendation

s for assessing 
Transition Risks

TCFD Recommendations

2018
Recommendations 

for assessing 
Physical Risks



Responding to the TCFD – together.
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• Signal Finance Industry support for 

TCFD Recommendations

• Enable UNEP FI members to assess and 

disclose climate-related risks and 

opportunities in alignment with the 

TCFD recommendations: physical risks 

and transition risks

• Contribute to the emergence of a 

harmonized approach to TCFD 

disclosure in the finance sector and to 

provide an example and guidance to the 

wider banking industry

Reports on Transition and Physical Risk available on UNEP FI Website (Resources/Publications)

Goals and outputs of TCFD pilots

http://www.unepfi.org/publications/banking-publications/navigating-a-new-climate-assessing-credit-risk-and-
opportunity-in-a-changing-climate/
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http://www.unepfi.org/publications/banking-publications/navigating-a-new-climate-assessing-credit-risk-and-opportunity-in-a-changing-climate/


TCFD Scope – scenarios



TCFD adoption by banks (transition)



Several approaches are thinkable



Transition risks in loan-books



Transition risks in loan-books



Case Study: Metal & Mining



Portfolio analysis



TCFD adoption by banks (physical)



Methodology for agriculture and energy
Relating incremental climate change and extreme events to 
probability of default

• Analyse impacts of incremental climate change and extreme events for industry 

sub-sectors:

‒ Evidence base provides data on changes in productivity, price, downtime 

• Assess implications for borrowers’ finances:

‒ Changes in revenue 

‒ Changes in costs of goods sold 

‒ Potential adaptation investments are not accounted for

• Estimate changes in probability of default:

‒ By stressing factors/ratios in banks’ internal credit rating models that have 

revenue and cost components



Methodology for real estate
Relating extreme events to loan-to-value ratios

• Analyse probabilities of encountering extreme weather events

• Assess potential changes in property values

• Calculate revised loan-to-value ratios

• For income-producing real estate, changes in revenue (e.g. loss of rental 

income) are not accounted for
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Objectives of Phase 2

Starting from the methods, insights, recommendations from Phase 1:

1. Broaden & expand
✓ Participating banks (private & public)
✓ Partners: Scenarios, data, modelling

2.   Enhance the ‘toolkit’
✓ Scenarios, data, modelling
✓ Anything else that might be needed

3. Cement the leadership of UNEP FI members
✓ Become the go-to platform for advice & dialogue: for FIs and 

stakeholders 



Phase 2: enhancing the toolkit



Example: Itaú



Example: Itaú



Example: TD Bank Group



Example: Westpac



Example: Westpac



Example: Westpac
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