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Global developments
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• Current global temperature is at 1.02-degree Celsius
• The international business and finance community has committed to meet Net Zero targets to limit temperature rise within 1.5 degree Celsius
• COP26, November 2021 - another landmark event. Its outcomes include:
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Mobilising finance
• Developed countries have committed to mobilize a total of $100 billion per year of

International climate finance from 2020 until 2025
• Developed countries to double the collective share of adaptation finance
• Commitment to a process to agree on long-term climate finance beyond 2025 5



Global developments
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Global developments – multilateral agreements & goals

6

$5-7 trillion 
needs to be invested per 

year till 2030 

$3.9 trillion 
per year by the 

emerging markets till 
2030 

$2.64 trillion 
per year by India alone 

till 2030 

(Standard Chartered, 2020, WEF,2021, OECD 2021)

https://av.sc.com/corp-en/content/docs/Standard-Chartered-Opportunity-2030.pdf
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(Nationally Determined Contributions (NDCs) ) 

India –30-35%

South Africa- between 
398 - 614 Mt p.a. 

China – 65%

Brazil – 43%

Turkey – 21%

Mexico - 22%  
unconditional

UAE – 23.5%

Malaysia - 45% 
unconditional

Vietnam – 25%

Thailand - 20% 
unconditional

Indonesia - 29% 
unconditional

Philippines – 75% 

NDC commitments on GHG reduction: select emerging markets

All rights reserved
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Global net-zero targets

Emissions GDP (PPP)

Population

Global net zero coverage

(Net Zero Tracker, 2021) All rights reserved

~20% 
of the global economy with net 

zero targets enshrined in law

135
Out of a total 198 countries 

targets net-zero

8



Net zero targets - India

Indian companies with Net-zero targets 
by 2030-2031

All rights reserved
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FAME - 2

268749  Total No. of Vehicles

Rs. 987.08 Cr Total Incentive

(Bizzbuzz, 2021)

(Businessline, 2021)



Global developments
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Global developments – networks for practitioners 
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(Climate Bonds Initiative, 2021)

“Taxomania”

All rights reserved
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India is also developing a sustainable 
finance taxonomy



Global developments
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Global developments – regulatory guidance
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Mandatory climate-related financial disclosures
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Recent developments – COP26

(BBC, 2021)
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Glasgow Climate Pact

Re-visiting emissions-cutting plans next year to try to keep 1.5C target reachable

The first ever inclusion of a commitment to limit coal use

Increased financial help for developing countries

(The Hindu, 2021)
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Take home point 1:
Countries all over the world are introducing increasingly stringent 
climate policies and ambitious net-zero targets. New policies will 
shape markets, and therefore the viability of loans and investments
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Global risk landscape
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Environmental 
risks

Environmental risks + Debt crises + Geo-economic confrontations

1. climate action failure
2. extreme weather
3. biodiversity loss

0 5 10

Technological risk
s

1. social cohesion erosion
2. livelihood crises
3. mental health 

deterioration

Societal 
risks

Short and medium term

Long term

Environmental risks are expected to be 
the top global risk over the next 

decade

(World Economic Forum, 2022)

1. digital inequality
2. cybersecurity 

failure

++



Most severe risks on a global scale over the next 10 years

Global risk landscape

(World Economic Forum, 2022)

• "Climate action failure is considered to be most critical risk globally in both, short term (2-5 years) and 
long term (5-10 years)"

17



Global risk landscape

All rights reserved(World Economic Forum, 2022)
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Current state of international risk mitigation efforts 
against "environmental risks"



Climate risks facing India

All rights reserved

The human and economic costs of climate impacts in 
India are already immense.

Heatwaves Heavy rain events

Rising sea levels Tropical storms

19

INR 6 lakh crore of Indian debt at risk

Rs. 3. 83 trillion at risk - SBI 

Rs. 1. 79 trillion at risk - HDFC 



Climate risks facing India

(ODI, 2021) All rights reserved
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95% of Indian coastal districts are extreme-
level hotspots

In 2020, cyclone Amphan caused damages worth 

$ 13 billion

Cyclone Tauktae caused damages to the tune of 

$ 1.5 billion

Cyclone Yaas costed $ 1.5 billion in 
damages in 2021



Take home point 2:
Countries all over the world, including India, are already feeling the 
impacts of climate change. Without rapid action to reduce 
emissions, we face a much more severe climate crisis and 
consequently greater economic and financial damages
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Sustainable finance

Green finance

Transition finance

Social finance

Climate finance

Adaptation finance

The world of sustainable finance

All rights reserved
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European Union – “Sustainable finance generally refers to the process of taking due account of environmental, social and governance (ESG)
considerations when making investment decisions in the financial sector, leading to increased longer-term investments into sustainable economic
activities and projects.”

Sustainable Finance

Green Finance

Climate Finance

Regular Finance

No definition readily available by any supranational organizations like the World Bank or IFC

OECD – “Finance for achieving economic growth while reducing pollution and
greenhouse gas emissions, minimizing waste and improving efficiency in the use of
natural resources.”

Government of Germany – “Strategic approach to incorporate the financial sector in
the transformation process towards low-carbon and resource-efficient economies, and
in the context of adaptation to climate change.”

World Bank – “International public finance that has the explicit objective of supporting mitigation and/or resilience-building
activities, and which typically has some degree of concessionality.”

Swiss Federal Ministry of Environment – “Financial products and services, under the consideration of environmental, social and governance factors
throughout the whole risk management and decision-making process, provided to promote responsible investments which create a positive
environmental, social and governance impact.”

The world of sustainable finance

All rights reserved
23



The language of sustainable finance
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However, no cohesive and/or universal definition is available yet

Social
Finance

Adaptation
Finance

“Social finance supports actions that address specific social issue and seek positive social outcomes for 
certain social groups. Such projects can include promoting affordable basic infrastructure, access to 
essential services, such healthcare, affordable housing, employment generation through SME financing 
and microfinance, food security, socioeconomic advancement and empowerment” (ICMA)

“Adaptation finance is used to implement adaptation actions and plans. It can come from different 
sources, incl. public and private sources, and international (e.g., development banks and funds) and 
domestic (government spending) sources.” (UNEP Adaptation Gap Report 2020)

Transition
Finance

“Transition finance is industry inclusive (spanning green to brown) and aims to offer especially high-
emitting companies financing for the shift towards a climate-neutral, or even positive, status quo.” 
(Nordea Sustainable Finance Advisory, 2021)

24



Sustainable finance
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“Sustainable finance generally refers to the process of taking due account of environmental, social and governance (ESG) considerations when making 
investment decisions in the financial sector, leading to increased longer-term investments into sustainable economic activities and projects.” (EU)

Equity
• Green Indices-based Mutual Funds, 
• ETFs and Stocks, 
• Socially Responsible Investments

Debt
• Green/Social/Sustainability/Climate/ 

Transition bonds, 
• ESG funds
• Green deposit
• Green loans

• Debt products where the underlying theme/goal is
sustainability-related

• Sustainability-linked loans
• Sustainability-linked bonds,
• Green bonds

• Sustainability imperatives include
• reducing GHG emissions,
• securing food, water and forest systems
• redefining transport and waste management

Sustainable funds & ESG indices outperformed their 
traditional counterparts during the COVID-19 pandemic, 
demonstrating their resilience and debunking the myth 
ESG compromises profit or growth (Bloomberg NEF, Vivid 

Economics, 2020)

COVID—19 boost

25



$976.6 billion
combined sustainable debt 

issued globally in 2021

Global sustainable debt 
issuance (US $ billion) including 
green, social and sustainable 
bonds, sustainable-linked loans 
and bonds, and green loans

Rise of sustainable finance

All rights reserved

$517.4 billion
green bonds issuance 

globally in 2021

(Climate Bonds Initiative, 2021)
26
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Types of sustainable finance offerings
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• Green bonds are fixed-income instruments, 
generally certified for green end-use

• Bond proceeds used towards green/ social/ 
SDG-aligned projects

• ICMA’s Green/Social/Sustainability Bond 
Principles offer guidelines to 
• streamline the use of proceeds, 
• evaluation and selection process, 
• management of proceeds, 
• reporting 

• General corporate-purpose loans used to 
incentivize borrowers’ commitment towards 
sustainability goals 

• APLMA, LMA and LSTA’s Sustainability Linked 
Loan Principles offer guidelines and 
recommendations

• Blended Finance: When concessional funding 
from public/philanthropic fund is used to raise 
private capital and meet the financing of SDG 
goals

• Green Retail products like green fixed 
deposits offer solutions for the retail 
customers

• Green Securitization using Asset Backed 
Securities (ABS)

Green/Social/ 
Sustainability Bond

Sustainability-Linked 
Loan Other Products

Sectors 

Renewable energy, 
energy efficiency, 
decarbonisation

Affordable healthcare, 
WASH  & education

Climate-smart agriculture to 
reduce land-use degradation

Sustainable 
infrastructure

Water, soil or biodiversity 
conservation & reduced 

resource extraction 27



Sustainable finance offerings - examples
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IRFC raised $500 million 
by green bond  issuance 
by listing it exclusively 
on IFSC’s exchanges. 
Aim was to promote 

low-carbon 
transportation A cement company 

issued a 10-year dollar 
denominated 

sustainability linked 
bond targeted towards 
reducing 22% of carbon 

emissions

HDFC’s green housing 
retail loan book is about 
$ 2.7 billion across 300 
certified green building 

projects. Toyota ABS securitized 
loans for electric and 

hybrid vehicles. The first 
green ABS issuance by 

Toyota was $ 1.75 
billion & financed the 

purchase of 39,900 
vehicles 



Take home point 3:
Sustainable finance encompasses lucrative lending opportunities 
in India, while ESG can help mitigate potential non-financial risks.
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ESG – introduction 
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ESG is “the consideration of 
environmental, social and 
governance factors alongside 
financial factors in the investment 
decision-making process.” (MSCI)

Governance

Social

Environmental

• Set of standards to gauge desirable 
characteristics on E, S & G, non-financial risks 
and resilience to shocks, which impact the 
business’ cash flows, thus impacting lenders

ESG’s importance for lenders

Lending to ESG-smart businesses

ESG-smart lending

=

ESG vs sustainability
• More specific
• More measurable
• More holistic

30



ESG – key parameters
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Emissions

Natural resources, land-
degradation & biodiversity

Waste & effluents

Water-use

Pollution

Environmental compliances

Board transparency & diversity

Management structure

Key management 
compensation

Ethical conduct, bribery, 
corruption

Financial & non-financial 
disclosures

Audit & controls

HSE, labour safety

Labour relations

Gender, diversity & social 
inclusion

Local communities, NGOs, 
CSOs

Product transparency

Supplier relations

31



ESG gains global traction
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(Business Standard, 2021)

(World Economic Forum, 2020)

(Moneycontrol, 2021)

(S&P Global, 2020)

(BBC, 2021)

(CNBC, 2021)

(Reuters, 2021)

(ING, 2021)

(CSR Journal, 2021)

32

(OpenGovAsia, 2021)

(Taiyang News, 2021)

(Business Standard, 2021)



ESG Integration at the bank level
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ESG/climate considerations to cover the bank’s activities like (but not limited to)

Defining and identifying 
risks

RMS processes & 
frameworks, risk 

measurement, 
integration into 

CAM/ICAAP/ERM, risk 
mitigation strategies

Risk weightages and loan 
pricing Risk governance From prudential 

regulation’s perspective

Disclosures of KPIs and 
progress

Developing a portfolio of 
suitable sectors in the 

loan book

Incorporating into branch 
network

Data systems and 
processes

Internal capacity building 
and training

• Materiality considerations
• Vulnerability, hazard and 

exposure
• Geographic and business 

model-related 
considerations 

• Policies in place



Proliferation of ESG investment strategies

(State Street Global Advisors, 2019)
34



ESG: Potential implications for India
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(Business Standard, 2021)

(Times of India, 2021)

US $84 billion
of Indian bank debt at risk 

from climate-related 
extreme weather events 

(Bloomberg, 2021)

(Business Standard, 2021)

₹7 trillion
may be lost by 

Indian companies in 5 
years, but they may make 
₹2.9 trillion too (Business 

Insider, 2021)

• India’s dependence on foreign capital, foreign 
businesses and capital imports, means Indian FIs 
cannot ignore the global ESG buzz

• India’s climate vulnerabilities, as seen by its 
ranking on climate and SDG indices that still 
needs to improve, is an added imperative

COP26 developments – implications for ESG

35



Initiatives by Indian banks & financial institutions

(Business Today, 2021)

(The Economic Times, 2021)

(Business Standard, 2021)

(Economic Times, 2021) All rights reserved
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GESI-smart ESG for India

Risks to, and opportunities from, Indian women as employees, customers & in local communities 
- ESG-smart lending in India should be GESI-smart as well

Emerging developments that may influence ESG decision-making

(IMF, 2018)

(Economic Times, 2020)

(Financial Express, 2020)

(World Bank, 2020)

(IFC, 2018)

(McKinsey report, 2018) 37



Gives license to operate, but is not without its challenges

Lack of standardization 
& uniform definition

Lack of incentives Nascent understanding

Skewed finance flows Varied interpretations

Data inconsistencies

1 2 3

4 5 6

An ESG-smart approach can improve our social license to operate, ability to
operate in the natural ecosystem, and in a fair and responsible manner;
however, mainstreaming ESG is not without its share of challenges

38



Take home point 4:
There is a booming market for sustainable finance; there 
are tremendous financial and non-financial risks associated 
with 'unsustainable' finance.

39
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Polls!
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Part 2
ESG & Climate Risks
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Climate-related financial risks 
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“Climate-related financial risks refer to the potential risks that may arise from climate change or from efforts to mitigate climate change, their
related impacts and their economic and financial consequences" (Basel Committee)

(BBC News)

42



Source: ODI, The Costs of Climate Change India: A review of the climate-related risks facing India, and 
their economic and social costs  (2021) Source: Hindustan Times, 2021



Climate-related financial risks 
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Physical risk Transition risk Liability risk

44



Exposure for banks
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Climate risk impact seen through the lens of traditional risk categories

Risk type Potential impacts of climate risk

Credit risk Credit risk increases if climate risk drivers reduce borrowers’ ability to repay and service debt (income effect) or 
banks’ ability to fully recover the value of a loan in the event of default (wealth effect). 

Market risk
Reduction in financial asset values, including the potential to trigger large, sudden and negative price adjustments 
where climate risk is not yet incorporated into prices. Climate risk could also lead to a breakdown in correlations 
between assets or a change in market liquidity for particular assets, undermining risk management assumptions. 

Liquidity risk Banks’ access to stable sources of funding could be reduced as market conditions change. Climate risk drivers may 
cause banks’ counterparties to draw down deposits and credit lines. 

Operational risk Increasing legal and regulatory compliance risk associated with climate-sensitive investments and businesses. 

Reputational risk Increasing reputational risk to banks based on changing market or consumer sentiment. 

(Basel Committee on Banking Supervision, 2021)
45



Heavy 
rainfall

Physical risks
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Heatwaves

Droughts

Storms Wildfires

Floods

(National Oceanic and Atmospheric Administration, 2021)

“Economic costs and financial losses resulting from the increasing severity and
frequency of extreme climate change-related weather events, longer-term gradual
shifts of the climate, and indirect effects of climate change” (Basel Committee, 2021)

46



Types of physical risks
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“Acute physical risks are generally considered to 
consist of: lethal heatwaves, floods, wildfires and 
storms, including hurricanes, cyclones and typhoons 
as well as extreme precipitation.” 
(Basel Committee on Banking Supervision, 2021) 

Acute physical risks

Chronic physical risks
“Chronic physical risks are generally considered to 
include - rising sea levels, rising average 
temperatures, and ocean acidification".
(Basel Committee on Banking Supervision, 2021)

2020 2030 2050

(McKinsey Global Institute, 2021)
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Impact of physical risks
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Impact on banks & financial institutions

Direct impact
• Exposure to businesses
• Exposure to  individuals and households
• Exposure to countries that face climate 

shocks 

Indirect impact
• Through the effects of climate 

change on the wider economy 
• Through feedback effects within 

the financial system

(IMF, 2019)

“Rising sea levels and a higher incidence of extreme
weather events can cause losses for homeowners and
diminish property values, leading to greater risks in
mortgage portfolios”

(IMF, 2019)

Increased risk of 
default

Falling asset quality

Falling asset value

Changing prices

Broken supply chains

48



Case Study
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Physical risks
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Impact of 2011 Thailand flood: Western Digital

(IIGCC, 2020)
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Activity 1
Itaú Unibanco – Physical Risks in the Agricultural Sector

• Selected a portfolio with about 130 rural producer clients in
the bank's corporate sector, representing a risk of about R$ 4
billion (about US $713 million)

• Within the portfolio of 130 clients, a sample set of 14 clients
were chosen -

• Having larger credit exposure
• Representing relevant states
• Representing relevant crops
• Have different credit qualities i.e., different ratings

• Agricultural activity impacted in 2 ways
• Gradual incremental changes in temperature
• Change in frequency and intensity of extreme weather events

• Chose only one scenario (4 degrees C) and time horizon (2040s)
• Assessment of changes in revenue, changes in cost and qualitative

impacts
• Present day balance sheet projected to include climate change

impacts
• Climate adjusted balance sheet used to calculate projected rating

• Identify the physical risks that may materialize in this sector 
• Chalk out a rough strategy to correlate these physical risks to traditional financial risks for a bank

In breakout rooms…

Total impact of physical risk = Impact of incremental changes + Impact of extreme events

52Please nominate 1 person from your group to present the findings in 30 seconds – 1 minute!



Take home point 5:
The impacts of climate change pose a major financial risk 
to investments and loans in India.
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Break
Please return in 10 minutes!
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Transition risks

All rights reserved

“Transition risk arises as markets shift towards a low-carbon economy, and
derives from regulatory and policy change, disruptive technologies, and new
business models which could result in adjustments to the value of companies,
assets or investments.” (Norton Rose Fulbright)

Types of Transition Risks

Policy 
changes

Shifts in 
market 

preference

Changes in 
norms & 

technology

• Policy change
• Tech innovations
• Market pressures from changing consumer

demand
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India’s updates from COP26
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India’s priorities

(Times of India, 2021)

Raise the non-fossil fuel-based energy capacity of the 
country to 500 GW by 2030.

By 2030, 50% of the country’s energy requirements 
would be met using renewable energy sources

Reduce the total projected carbon emission by one 
billion tonnes between now and the year 2030

The carbon intensity of the economy would be reduced 
to less than 45% by 2030

Become carbon neutral and achieve net zero emissions 
by the year 2070

(Hindustan Times, 2021)
56



Policy changes - implications
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Changes in policy
Companies’ 
profitability 

affected

Inability to pay 
loans

Banks' balance 
sheet affected

Devaluation of 
company assets

Rise in company 
costs

and/or

57



Transition risk example 1: Coal
Ipek Genscu, Research Fellow, ODI
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Transition risk example 2: Renewable 
energy quotas
Dr Irving Mintzer, Professor, School of Public Policy, University 
of Maryland
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Technological change - implications
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Innovations in 
technology

Companies’ 
profitability 

affected

Inability to pay 
loans

Banks' balance 
sheet affected

Tech in use 
becomes 

superseded

Operational costs 
rise

and/or
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Lowering cost of renewable energy
Dr Irving Mintzer, Professor, School of Public Policy, 
University of Maryland
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Shifts in market preference – implications
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Changes in 
consumer demand

Carbon-intensive 
companies’ 
profitability 

affected

Inability to pay 
loans

Banks' balance 
sheet affected

Fall in demand for 
carbon-intensive 
products/services

Shareholder 
activism & 

stewardship 
towards greater 
sustainability in 

portfolio 

and/or
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Market developments that impact banks

All rights reserved

(Reuters, 2021)

Corporate 
governance

Internal 
control 

frameworks

Capital & 
liquidity 

adequacy

Scenario 
analysis

Risk 
management 

process

Management 
monitoring & 

reporting
Comprehensive 
management of 

market, 
liquidity, 

operational & 
other risks

Comprehensive 
management of 

credit risk

Principles for effective climate risk management and supervision
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Implications of international market 
pressures
Sarah Colenbrander, Director of Programme – Climate and 
Sustainability, ODI
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Disorderly & unjust transitions
Prashant Vaze, Senior Policy Fellow, Climate Bonds Initiative
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Take home point 6:
New climate policies within and beyond India pose a major 
financial risk to carbon-intensive assets and businesses.
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Social risks
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Data 
security

Labour
rights

Diversity, 
inclusion & 

equal 
opportunities

Human 
rights

Stakeholder 
opposition

Customer 
privacy

"The social risks are a phenomenon which must be evaluated from the viewpoint of society and not from that of an individual, having two
essential dimensions: economic inequality and the inequal distribution of the resources among society members" (Rohde I., Rohde K. 2015)

Health, 
safety and 

working 
conditions
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Social risks
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Types of social risks



Social risks

All rights reserved

Lack of diversity, financial and social exclusion

Loss of 
opportunities 

to innovate

Financial risk

Reputational 
risk

Poor design 
or execution 

of 
interventions

70



Social risks
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Lack of diversity, financial and social exclusion

(The New York Times, 2021)

(CNBC, 2017)

(THE WALL STREET JOURNAL, 2021)

(CFO DIVE, 2021)

(IMF, 2018)

(The New York Times, 2021)
(The New York Times, 2021)

71

The shareholders had reported racial discrimination and retaliation
against employees for speaking out. Reputational risk to the company
and shareholders demanded accountability on the same. In return,
along with the settlement, Pinterest agreed to spend $ 50 million on
improving its diversity and equity



Lending to sectors with social risks

All rights reserved

Sectors with greater exposure to social risks

Metals & 
Mining

Power

Oil & Gas

72



(Yahoo Finance, 2021)

Impact of not carefully managing social risks

(TXF News, 2021)

(Wire, 2021)

(Nature, 2021)

All rights reserved

(The Washington Post, 2021)

(World Economic Forum, 2021)
(Manufacturing Business Technology Magazine, 2021)
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Impact of not carefully managing social risks

(Fortune, 2021)

(Canadian Lawyer, 2021)

(Republic world, 2021)

(JCK, 2021)

(Reuters, 2021)

(Portfolio Adviser, 2021)

(Wall Street Journal, 2021) 74



Social risks - Example
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Social risks in Automobile Industry – Maruti Suzuki workers uprising in 2012 

(The Hindu, 2012)

July 2012 
Manesar, 
Haryana

2700 contract workers
900 permanent workers

100s of trainees & apprentices

• Wage disparity between contractual & permanent workers
• Steep increase in work contract
• 25% decline in real wages since 2000 with reduced breaks
• Arbitrary dismissal of workers

Lockout for 
more than 1 

month

Rs. 2500 Cr 
Loss in 

Revenue

38%,
Market share reduced 

from 55.5 %

5.4 %
Fall in net 

profits in 2012

W
ha

t?
W

hy
?

Im
pa

ct
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Case Study
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Social risks
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Women’s rights issues in the palm oil industry
“The government had permitted a palm oil company to establish and expand
its plantations in the area. The company had cleared and drained peatlands,
an important carbon sink, and planted oil palm trees on land villagers had
been using for decades. In the process, it had completely disregarded how its
actions violated the villagers’ land rights, led to the loss of livelihood for the
village women, who had mostly farmed the land, and contributed to the
global climate crisis.”

(Forest500, 2019)

(Human Rights Watch, 2021)

(Human Rights Pulse, 2021)

(Amnesty International, 2016)
77



Activity 2

• What are some of the social risks for lenders that arise out of loans to beauty and cosmetic
companies sourcing palm oil?

• What could be some of the mitigants? What could be some of the checkpoints, that you as a
risk manager, would look at?

In breakout rooms, discuss…

78Please nominate 1 person from your group to present the findings in 30 seconds – 1 minute!



Take home point 7:
Unless social risks are identified and carefully managed, they 
pose a major financial and reputational risk to investors and 
lenders.
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Governance risks
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Corporate 
governance

Ethical 
management

Executive pay

Board 
composition

Transparenc
y

"Governance refers to the actions, processes, traditions and institutions by which
authority is exercised and decisions are taken and implemented. Governance
risk applies the principles of good governance to the identification, assessment,
management and communication of risks." (The International Risk Governance Council)

Cyber risk

Objectives

• Responsible 
• Transparent 
• Fair 
• Accountable 

81



Types of governance risks
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Board action

• Board oversight
• Board diversity

Management action

• Executive compensation

82



Governance risks
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Board action

Oversight Diversity

• TCFD and the Board's oversight process
• Insights from Harvard Law School article
• Advantages and disadvantages of strengthening governance

through Board oversight
• Developments from EU FIs on Board governance wrt climate

• Findings from ECB's Guide on climate risks
• ING Netherland's Board governance structure
• Examples from the US and India

(Financial Times, 2021)

(Fortune, 2021)

(Financial Express, 2021)
83



Governance risks
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Board action

Oversight Diversity

• Lack of diversity, including women representation (GESI-goals)
• Diversity and innovation linkage
• Lack of ESG/climate experts on Boards – technical diversity
• Corporates unprepared with concrete plans to meet pledges

(Financial Management, 2021)

(Business Standard, 2021)
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Governance risks
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Management action

Is executive compensation linked to ESG performance?

Are management KPIs linked to ESG performance?

International developments

(Economic Times, 2021)

(S&P Global, 2018)
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GESI within governance 

All rights reserved

Equal Opportunities

Equal Outcomes

• Compliant with diversity and inclusion regulations
• Glass ceiling challenges to growth in the workplace
• Minimal discrimination - maximum brand 

reputation
• Realize the economic opportunity of GESI-inclusion
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Take home pointTake home point 8:
Unless governance risks are identified and carefully managed, 
they pose a major financial and reputational risk to investors and 
lenders.
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All rights reserved

Polls!
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Consequences of ESG & climate risks

All rights reserved

• Physical Risks
• Chronic

• Acute

• Transition risks
• Policy

• Technology

• Market pressures

Climate Risks

• Damages to property 
• Business interruptions

• Effects on household and 
business incomes

• Feedback across economy 
through product and 
labour markets

Impact on economic 
sectors & 

macroeconomy
• Credit & market risk
• Liquidity risks

• Operational risks
• Amplification through 

interconnectedness and 
correlated exposures

Impact on financial 
institutions & markets

Feedback loop that 
may adversely 

affect economic 
and financial 

stability

(Financial Stability Oversight Council, 2021)
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Economy

Physical risks Transition risks

Business 
disruption Asset destruction Migration Reconstruction/ 

Replacement
Lower value of 

stranded assets
Increase in energy prices 

with dislocations

Lower property & 
corporate asset value

Lower household wealth Lower corporate profits, 
more litigation

Lower growth & productivity affecting 
financial conditions

Market losses (equities, 
bonds, commodities) 

Credit losses (residential & 
corporate loans)

Underwriting losses Operational risk (including 
liability risk)Financial system

Negative feedback 
from tighter financial 

conditions

Consequences of ESG & climate risks

All rights reserved(IMF, 2019)
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Why climate risks matter for banks
Dr Rathin Roy, Managing Director, ODI
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Q&A

All rights reserved
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End of Day 1

All rights reserved
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Day 2

All rights reserved
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Part 3
ESG & Climate Risks Management

95



Need for ESG & climate risk assessment

All rights reserved

Reducing 
exposure

Imminent 
regulation

Growing 
demand for 

ESG skills
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What does temperature rise imply for India?

All rights reserved

2o Celsius rise

• Unpredictable monsoon, already a reality

• Will lead to major flood & drought patterns

2.5o Celsius rise

• Glacial melting may destabilize north India’s glacier-fed rivers and regions

• Impact on irrigation and food yields for a population expected to touch 1.5bn by 2030

4o Celsius rise

• Increased frequency of extreme monsoons

• Shifts to new climate regimes in coastal India & increased droughts in dry-regions

Uninsured 
natural 

disaster losses 
in India

Frequency & 
variation of 

extreme events 
(M-o-M 

monsoons)

Millennial 
consumers' 

trends 
(EU survey, 

India)

Sluggish 
growth in  

bank deposits 
of late

Why financiers cannot ignore climate risks
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Climate change-related financial risks (CRFR)

All rights reserved

Overview of risk identification 
and exposure mapping, risk 
quantification methodologies 
and tools, and ways in which 
banks may look at impact of 
CRFRs on their portfolio

1

Climate-related financial 
disclosures, focusing on TCFD

Opportunities for financiers 
arising out of climate risks

To be covered in subsequent sessionsTo be covered in this session

2 3

Both "financing of green....." and "greening of finance....." 
require alignment with climate-related financial risks
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Conceptual considerations towards risk identification/exposure mapping

All rights reserved(Basel Committee, 2021, UNEP FI 2020)

Top-Down Approach

Bottom-Up Approach

Approaches risk at the component 
level, and aggregates individual 
measures of risk to provide a 
consolidated view

Approaches risk at an aggregate 
level, and then “pushes down” or 
attributes aggregated measures of 
risk to component parts

Identifying the level of risk

Level of risk in a geography depends 
on hazard (events), vulnerability 
(susceptibility) & exposure (location)

Physical Risk Drivers

Transition Risk Drivers

• Link risk elements to economic factors 
that impact financial flows

• Assess how, and to what level, sectors in 
the portfolio might be affected

• Link disruption caused by hazards to real 
assets and economic activities, that 
impact financial flows

• Look at probability and severity of 
hazards

Hazard refers to chronic and sudden 
climate-related events

Exposure in terms of sub-sectors covered 
in the portfolio

Vulnerability depends on nature of 
resources, transport, SCM, labour, etc.
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Other considerations in context of risk identification/exposure mapping

All rights reserved(Basel Committee, 2021, UNEP FI, 2020)

• Institutionalize a risk classification system for rank ordering of exposures
• Difference between traditional and climate risk classifications
• May consider the use of risk mitigants

• Detailed understanding of portfolio with regard to locations, risk drivers, clients, etc.,
• Identify a particular sector or geography to start with

• Work with limited granular/historical data and scarcity of empirical models
• Combine qualitative and quantitative approaches

• Models with granular data - for pricing, valuation & underwriting purposes
• Models with sparse data - for strategic planning & portfolio allocation
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Exposure mapping & impact on counterparties

All rights reserved(Basel Committee, 2021, UNEP-FI, 2020)

Microeconomic: Impacts bank’s borrowers; transmits CRFR to 
bank’s traditional risks, impacting its financial position

Macroeconomic: Impacts economic system & parameters in 
which the bank functions, transmitting CRFR to the bank

Microeconomic vs. macroeconomic transmission channels

Transmission channels of CRFR to banks

Business interruption basis locations or transition events

Ways in which it impacts counterparties & banks

Damage to, or new guidelines for, real assets like buildings

Loss of income, jobs and/or human productivity

Disaster recovery, food supply loss, etc.

Flow impact (cash flows, income or costs), which hits ability 
to earn and repay, or realize the asset’s income potential

Stock impact (asset valuation), which hits collateral or asset 
values, asset impairments, pricing of securities, etc.
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Exposure mapping and measurement: Heatmaps

All rights reserved

Benefits

Insight into total portfolio exposure

Early indication of where higher risks may lie within a portfolio

Focus for deep-dive analyses of risk ‘hotspots’ 

(TCFD, 2020, Basel Committee, 2021, UNEP-FI, 2020)

Challenges

Would require granular data to be more location-specific

Data on smaller borrowers may be unavailable

Historical horizon of available data is a determinant

• Heat-maps combine risk classification systems with risk 
grading criteria to score exposures

• Screens whole portfolios across sectors or geographies

Heat-map based on exercise with 39 FIs: UNEP-FI’s report

TCFD: Heat-map based on prioritization criteria
Heat-maps
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Examples: Transition risk heat-maps of select banks

All rights reserved(HSBC TCFD Update 2020, ING Climate Risk report 2020, UBS Climate Strategy report 2021, DBS Sustainability report, 2019)

UBS, Switzerland

ING, Netherlands

Banks have generally first focused on transition risk drivers, rather than physical risks 
(Basel Committee, 2021)

HSBC, UK

DBS, Singapore
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Examples: Physical risk heat-maps of select banks

All rights reserved(Danske Bank TCFD Progress Update 2021, Citigroup’s TCFD report, 2020, Banco Santander Climate Finance report, 2020)

Banco Santander, Spain

Citibank, USAIn line with the observation in the previous slide, 
physical risk heat-mapping has generally followed 
transition risk heat-mapping, resulting in physical 
risk heatmaps covering both types of risks Danske Bank, Denmark
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Exposure mapping and measurement: Other methods

All rights reserved(BNP Paribas TCFD report, 2019, ABM Amro Integrated report, 2019, Basel Committee, 2021, UNEP-FI, 2020, ECB, 2020)

• Provides quantitative/semi-quantitative scores

• Scores can be aggregated to develop portfolio-level, 
sector-level or geography-level risk scores

• KPIs to measure carbon intensity, energy efficiency, 
energy labels, collateral in hazard-prone regions, gap of 
the portfolio with global/national climate targets, etc.

Climate Risk Scores Indicators of Greenness/KPIs 
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Before moving to scenarios, what are pathways?

All rights reserved(Ho, Emily, Budescu, David, Bosetti, Valentina, Keller, Klaus Keller, 2019, Not all carbon dioxide emission scenarios are equally likely: a 
subjective expert assessment, Climatic Change Journal Springer/IPCC AR5, Carbon Brief 2018)

RCP6.0: 
3-3.5oC

RCP4.5: 
2-3oC

RCP2.6: 
< 2oC

RCP8.5: 
~5oC

SSPs?

IPCC 
AR5/AR6

Why?

RCPs?
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Risk measurement & quantification: Scenario analysis

All rights reserved(TCFD 2021, Basel Committee, 2021, UNEP-FI 2020, & OBR, UK Government, 2019)

• A methodology to develop a range of plausible future paths on climate change

• Helps understand how climate risks impacts economic variables, and their 
resultant financial implications

• Enables better preparedness amongst banks, and helps analyse tail-risks

1. Identify physical & transition risk scenarios

2. Link scenario’s impacts to financial risks

3. Assess borrower’s sensitivity to these risks

4. Calculate potential losses at an aggregate level

• Starting point for a bank – specific hazards for PR, and specific sectors for TR

• Considerations to be mindful of, when a bank develops a scenario

TCFD’s process for applying scenario analysis to climate risks

NGFS’s high-level framework for scenario analysis
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Scenario analysis
David Carlin, TCFD and Climate Risk Program Lead, UNEP-FI 
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Risk measurement & quantification: Stress testing & sensitivity analysis

All rights 
reserved

• Helps assess the bank’s near-term resiliency to climate shocks
• Mostly uses capital adequacy as a target
• Difference between climate stress test and normal stress test
• Limited predictive capacity of historical events
• Examples from Colombia and the UK

• Assess the effect of one variable, across scenario-runs, on 
economic outcomes

• Often used to assess impact of policy-related transition risks
• Helps develop a range of potential climate-economic impacts

Climate risk stress test of UK banks by BoE, using NGFS scenarios:  
Initial results of 2021 Climate Biennial Exploratory Scenario

(Basel Committee, 2021 &  Bank of England, 2021, World Bank, 2021)

Stress Testing for climate impacts

Sensitivity Analysis for climate impacts
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Climate stress tests
Prashant Vaze, Senior Policy Fellow, Climate Bonds Initiative
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Risk measurement & quantification: Climate VAR and Correlation

All rights reserved

• Risk measure estimating the loss due to climate risk 
to a portfolio or market, in a specific time horizon

• Applies traditional VAR approaches to assess impact 
of climate events on balance sheet

• Research on $2.5tn global AUM found 1.8% C-VAR

Climate VAR

• Measures strength of association of two variables

• May not define their causal relationship

• Value may be skewed owing to outliers

Correlation

(Basel Committee, 2021, UNEP-FI, 2020, Dietz, S et all, 2016, ‘Climate value at risk’ of global financial assets, Nature, 
Yang, Lu et all, 2021, Climate value at risk and expected shortfall for Bitcoin market, Climate Risk Management)
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Models to assess economic impacts of climate change

All rights reserved
(Basel Committee, 2021, Carbon Brief, 2018)

• Suite of tools that combine interactions between socio-economic 
systems using pathways, to see how our choices impact natural 
systems (climate system)

• Shift in emphasis from “what happens if?” to “how do we get to?”
• Commonly used by banks, despite limited capturing of financial 

impacts

• Probability allotted to extreme events that have not occurred 
before may be less

Integrated Assessment Models

• Allows economic agents to interact with each other

• Allows simultaneous changes on multiple variables

Agent-based models

• CGE models allow complex behavioural interactions among sectors

• DSGE models integrate uncertainty in agent decision-making

Other models

• Traces impact of climate shocks on the forward and backward 
linkage of an industry (supply chain or distribution network)

Input Output models

• Capture the phenomena that a climate shock in an economic sector 
would lead to behavioural changes amongst the impacted agents

Macroeconomic modelling 
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Example of tool to assess climate impacts

Results in terms of lending portfolio content

Disclaimer: Tools are shown only as an example; the consortium does not endorse any specific tool)

http://climate-impact-
explorer.climateanalytics.org/
impacts/

https://www.greenrwa.
org/the-cerm

• Projections of future climate impacts for different GHG scenarios 
• Developed by Climate Analytics, Potsdam Institute, ETH Zurich, 

etc.
• Screenshot shows river flood depth risks at 2oC warming scenario

Climate Analytics’ Climate Impact Explorer tool 

• Facilitates calculation of expected and unexpected credit losses
• Unexpected losses calculated using metrics like POD or LGD
• Screenshot shows amounts in lending portfolio labeled high-risk

Green RWA’s Climate Extended Risk tool

All rights reserved
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Example of tool to assess CRFRs: Transition and physical risks

All rights reserved

Results in terms of lending portfolio content• Focus on extreme precipitation, although it covers most events
• Users can select climate event, time horizon & location coordinates
• Spatial resolution within the range offered in the market 

KNMI Netherlands’s Climate Explorer tool

• Performs stress test and scenario analysis based on NGFS 
scenarios

• Converts scenarios into financial drivers, to forecast financials
• Generates outcomes for loan and debt asset classes

Oliver Wyman & S&P Global’s Climate Credit Analytics tool

Disclaimer: Tools are shown only as an example; the consortium does not endorse any specific tool)

https://www.spglobal.com/marketintelligenc
e/en/solutions/climate-credit-analytics

Process 
followed

http://climexp.knmi.nl/start.cgi

Maximum temperature time-series for Delhi
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CRFR’s impact on traditional risks in a bank’s portfolio

All rights reserved

Physical: Wealth erosion as 
damage to real assets impacts its 
valuation & income potential; SCM 
disruptions & loss of productivity, 
impacting ability to repay

Transition: Leads to stranded 
assets, credit-related losses & 
worsening financial position; MNCs 
in India particularly impacted

Credit risks

Physical: Consumption shock 
causing business disruptions or 
changing demand patterns, 
impacting financial metrics & 
financial market volatility

Transition: May cause higher 
cost of carbon, disrupting 
demand-supply dynamics and 
hiking the cost of capital

Market risks

Physical: Worsening financial 
metrics & credit rating hits 
ability to raise funds; Also, 
deposit withdrawals may occur

Transition: Reduced fundraising 
from traditional channels due to 
transition risk perceptions

Liquidity risks

Reputation: Negative branding 
for funding climate-sensitive 
sectors in age of social media

Operations: Disruptions & 
damage to transport & telecom 
networks or office infrastructure

Other risks

(Basel Committee, 2021, ECB, 2020)

Others: IT risks to data centers 
owing to evolving energy 
regulations; Risk of compliance 
costs owing to penalties
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Impact of physical risk event on a bank’s portfolio sector, resulting in CRFR

All rights reserved
(UNEP-FI, 2020)

• 3rd largest bank in Brazil and Latin America

• Significant exposure in construction/property sector

• Heavy rains, flood & landslide risk in south-east Brazil

Banco Bradesco SA, Brazil

• UNEP-FI pilot on its retail mortgage and flood risk

• Used climate events data from Swiss RE’s CatNet

• Data on postal code and coordinates of funded assets

• Leveraged UNEP-FI’s tool to calculate future impacts

Annual Probability of Flood Occurrence Depreciation in Property Value 

2020 2040s (4oC scenario) 2040s (4oC scenario)

2% (1 in 50 years) 4.8% (1 in 20 years) 4.5%

1% 2.4% 2.5%

0.5% 1.2% 1.3%

Question for participants to 
discuss later: How would 
property value depreciation 
impact your portfolio?
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CRFR’s impact on bank’s portfolio – key metrics for credit risk

All rights reserved
(UNEP-FI, 2020, ECB, 2021, Risk.net, 2021, S&P, 2021)

• Shows likelihood the counterparty would fail to repay

• Can be at firm-level or sector-level

• ECB research: POD for an average EU bank could be 7.1% 
higher by 2050, unless drastic climate action occurs

• Research on 41 Polish banks from 2013-2019 found certain 
sectors to be of high-risk, with positive dependency on 
carbon and coal price (ECB’s Climate Risk & Financial Stability report)

Probability of default

• Shows recovery value of the asset, in case of default

• Extreme climate events damage real assets, impacting 
collateral and recovery values

• Models must consider locations, other risk-mitigants, 
seniority of exposure, recovery costs, etc.

• LGD has received less attention than POD, wrt climate

Loss given default
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Integration into existing risk management processes

All rights reserved

• Include climate issues in normal risk 
identification process

• Include climate risks in stress tests, 
to check capital adequacy

• Integrate climate-related risks into 
financial stability monitoring

• Look at materiality of climate risks

• Undertake systematic mapping of 
potential climate risks

• Include climate risks as drivers of 
existing risk categories in the ERM 

• No research supporting separate 
climate risk category

• Conduct climate due diligence 

• Climate-related responsibilities in 3 
lines of defense in risk management

• Include climate risks in materiality 
assessment

• Financing conditions borrowers need 
to meet, as per results of ESG/climate 
risk assessment conducted for new 
applications, to be included in CAM

• Use these results for climate-related 
adjustments in covenants, credit 
rating, collateral valuations, capex 
requirements and pricing of loans

• Follow colour coding, as per the 
results obtained, for monitoring

Integration into ERM framework Integration into CAM Integration into ICAAP

(ECB, 2020, Basel Committee, 2021, CEP, 2018, UNEP-FI, 2020,)
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ESG/Climate-related adjustments to a company’s financials

All rights reserved
119

Examples from Robeco & Erasmus University

• Managing of material long-term ESG/climate issues

• How these connect to changes in strategy, revenue drivers,  
innovations, competitive advantage, etc.

• Translate into adjustments to financial value drivers 

• Integrate into fair valuation models

• Arrive at fundamental credit score/rating 

• Element of judgement call, probabilities & scoring

Robeco’s Value-Driver Adjustment (VDA) approach

• Understanding the dynamics of new-age sectors

• Assess risks in context to business model, long-term value drivers, 
competitive positioning, sustainability & business strategy

• Impact of material risks on financial value drivers

• Emissions, deforestation, carbon footprint, health, work, etc., & 
impact of regulations, taxes & growing consumer awareness

• Impact on sales growth, COGS, margins, cost of capital & ROC

Erasmus University’s case-study: McDonald’s

Value Driver adjustments Before ESG/climate analysis After ESG/climate analysis

Sales growth 3% 2% (-100bp)

EBIT margin 43% 40% (-300bp)

WACC 6.2% 7% (+80bp)

Fair value $184 $129 (-~30%)



First Rand Group – ESG & climate 
risk integration
Madeleine Ronquest, Head of Environmental and Social Risk, 
First Rand Group 
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Take home pointTake home point 9:
Scenario development and stress testing allows financiers to assess 
their exposure to risks and introduce appropriate risk management 
strategies.
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Part 4
Standards & Disclosures
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1992 1997 2003 2006 2011 2013 2015 2017 2019 2020 2021

UNEP –
Finance 

Initiative

Global 
Reporting 
Initiative

Equator 
Principles

UN Principles 
for 

Responsible 
Investment

Sustainability 
Accounting 
Standards 

Board

International 
Integrated 
Reporting 

Framework

• Paris 
Agreement

• UN SDGs

• Corporate 
Leadershi
p Group 
on 
Integrated 
Reporting

• TCFD

• UN 
Principles of 
Responsible 
Banking

• ISO 
Standard on 
Climate 
Change 
Adaptation

• EU 
Taxonomy

• TNFD

• Formation 
of ISSB

• Value 
Reporting 
Foundation 
– merger of 
SASB and 
IIRC

Non-financial reporting & disclosures

All rights reserved

Global developments

123



Non-financial reporting & disclosures

All rights reserved

National developments

(The Economic Times, 2021)

(The Economic Times, 2021)

(The Economic Times, 2019)

A new sustainable finance taxonomy for India is imminent 124



Central banks & disclosure policies
Prashant Vaze, Senior Policy Fellow, Climate Bonds Initiative
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Existing standards & disclosure frameworks

All rights reserved

Metrics

Standards

Principles

Indices

VS

VS

VS

Principles

Standards

Metrics/Indices

BRSR

SFDR
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IFC – E&S Performance Standards
Lalit Bhandari, Senior Environmental and Social Development 
Specialist, IFC 
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TCFD

All rights reserved

TCFD is a set of voluntary climate-related financial risk disclosures to be 
adopted by companies to inform investors on climate-related risks.

Established in 2015 by the Financial Stability Board (FSB) the TCFD’s aim 
is to build better understanding of the financial sector’s exposure to 
climate-related risk.

• The rapid rise in the number of TCFD supporters signifies a major
shift among market participants in acknowledging that climate
change presents a financial risk

• The Task Force comprises of 32 global members representing
a broad range of economic sectors and financial markets and a
careful balance of users and preparers of climate-related financial
disclosures

• 16 experts from the financial sector
• 8 experts from the non—financial sector
• 8 other experts

• Members include banks, pensions funds, asset managers, NBFCs,
credit rating agencies, consulting and accounting companies
among others

120 + 
regulators & 

governmental entities

$149 trillion
assets

$25 trillion
combined company 

market cap
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TCFD

All rights reserved

Governance

Strategy

Risk 
Management

Metrics 
& 

Targets

Governance
Disclosures on the 

organization's governance around 
climate-related risks and 

opportunities

Risk management
Disclosures on how 

the organization identifies, assesses 

and manages climate-related risk

Strategy
Disclosures on actual and potential impacts 

of climate-related risks and opportunities 
on businesses, strategy and financial 

planning

Metrics & Targets
Disclosures on the metrics and targets 

used to assess and manage relevant 
climate-related risks 

and opportunities
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TCFD Status Report

All rights reserved

Support from governments & regulators

(TCFD, 2021)
130

International standards and regulators support

Status 2021



Case Study
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All rights reserved

• Itaú Unibanco is the largest banking institution in Brazil as well
as the largest in Latin America

• Mapped the potential impacts of climate risk and their channels
of transmission onto traditional risk disciplines

• Traditional risk disciplines include environment and social,
credit, insurance, operational, market, compliance, reputation
and strategy

Itaú Unibanco – TCFD Reporting

Orderly 
transition

Disorderly 
transition

Materialization 
of physical 

risks

3 qualitative scenarios considered
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SASB

All rights reserved(Adapted from IOP and Perry Goldschein)

“SASB Standards guide the disclosure of financially material sustainability information by companies to their investors. 
Available for 77 industries, the Standards identify the subset of environmental, social, and governance (ESG) issues most 
relevant to financial performance in each industry.” (SASB)

Why
• Manage and report sustainability topics that 

matter to investors

What’s in it?
• Disclosure topics, accounting metrics, 

technical protocols and activity metrics for 
each industry

Point of view
• Inward looking, the world's impact on 

company and its financial performance

Companies can also use SASB’s 
standards internally to

Identify 
financially 

material 
risks & 

opportunities

Inform 
long-term 
strategy

Improve 
operations

Sustainability Reporting: Impact Materiality

Sustainability Reporting: 
Financial Materiality

Financial Reporting
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EU Taxonomy

All rights reserved

The EU Taxonomy for sustainable activities is a tool to help stimulate
investment in sustainable economic activities. It is a new green language that
companies need to learn in the coming years.

It is a catalogue of economic activities, such as electricity production and
vehicle manufacturing, and the criteria which must be respected for
these activities to be considered sustainable.

Enabling: 
Network 

maintenance

Transition: 
Production of 
cement and 

steel

Types of economic activities: 

Low Carbon: 
Wind and 

Solar Parks
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EU Sustainable Finance Disclosure Regulation

All rights reserved

The EU SFDR is “a set of rules which aim to make the sustainability profile of funds more comparable and better understood by
end-investors” (ROBECO, 2021)

The SFDR “lays down harmonized rules for financial market participants and financial advisers on transparency with regards to the
integration of sustainability risks and the consideration of adverse sustainability impacts in their processes and the provision of
sustainability-related information with respect to financial products.” (CSSF, 2020)

Objectives of the SFDR

Promote transparency & avoid 
greenwashing

Facilitate enhanced investor 
decision-making

Standardise the language for 
sustainable investment products

Disclosures at 2 levels

Entity level Product level

(S&P Global, 2021)
135

https://www.cssf.lu/en/2020/11/application-of-regulation-eu-2019-2088-on-the-sustainability-related-disclosures-in-the-financial-services-sector-and-related-technical-standards/


UN Principles of Responsible Banking

All rights reserved

The Principles
“The Principles for Responsible Banking are 
a unique framework for ensuring that 
signatory banks’ strategy and practice align 
with the vision society has set out for its 
future in the Sustainable Development Goals 
and the Paris Climate Agreement” (UN PRB, 2021)
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250 banks

40% of global banking assets

$65 tr of  total asset base

1 Indian bank



Global Reporting Initiative (GRI)

All rights reserved

GRI is an independent, international standards organization that helps businesses,
governments and organizations understand and communicate their impacts on ESG
issues

(GRI, 2021)

Structure Model of GRI Standards
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Integrated Reporting (IR)

All rights reserved

An integrated report is a concise communication about how an organization’s strategy, governance, 
performance and prospects, in the context of its external environment, lead to the creation of value 
in the short, medium and long term (IR)

Financial capital

Manufactured
capital

Intellectual 
capital

Social & relationship 
capital

Human 
capital

Natural 
capital

The 6 capitals of Integrated Reporting
Objectives
• Improve the quality of information available
• Promote a more cohesive and efficient approach to corporate reporting
• Enhance accountability and stewardship
• Support integrated thinking, decision-making and actions

Value creation

Integrated 
reporting/thinki

ng
Better decisions Better actions

Better capital & 
resource 

allocation & 
utilisation

Long-term 
sustainable 

value
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Business Responsibility & Sustainability Report

All rights reserved

Interoperability

Essential & Leadership indicators

Sustainability reporting

Assessment metrics

Revised BRSR framework

1 Applicable to top 1000 listed 
companies (by market cap)

2

3

Reporting as part of the annual 
report

Based on 9 core principles that 
promote transparency, accountability, 
contribution to sustainability and 
human rights, stakeholder 
management and environmental 
protection

1

2

3

Applicable to top 1000 listed 
entities on a voluntary basis 
until for FY21-22 and 
mandatory, thereafter

Reporting as part of the annual 
report and the MCA21 portal

Revised framework based on 
interoperability, essential and 
leadership indicators, sustainability 
reporting and assessment metrics

BRR vs BRSR
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BRSR - Principles

All rights reserved140

Principle 1
Businesses should 

conduct and govern 
themselves with 

integrity, and in a 
manner that is ethical, 

transparent and 
accountable

Principle 2
Businesses should 
provide goods and 

services in a manner  
that is sustainable 

and safe

Principle 3
Businesses should 

respect and promote 
the well-being of all 

employees, 
including those in 
their value chains

Principle 4
Businesses should 

respect the interests 
of and be responsive 

to all its 
stakeholders

Principle 5
Businesses should

respect and promote
human rights

Principle 6
Businesses should 
respect and make 
efforts to protect 
and restore the 

environment

Principle 7
Businesses, when 

engaging in 
influencing public and 

regulatory policy, 
should do so in 
responsible and 

transparent manner

Principle 8
Businesses should 
promote inclusive 

growth and 
equitable 

development

Principle 9
Businesses should
engage with and 
provide value to 

their consumers in a 
responsible manner

Key disclosures sought in the BRSR

Overview and 
approach to 
address the 

ESG risks and 
opportunities

Sustainability 
related goals, 

targets and 
performance

Environment-
related 

disclosures

Social-related 
disclosures



ESG ratings & rankings
Sudip Sural, CEO, Care Advisory 

141



Challenges

All rights reserved

Differences in 
scope

Difficulties in 
comparability Fragmentation

Lack of global 
standard
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Take home pointTake home point 10:
Disclosing on non-financial parameters and climate risks is soon 
becoming an expectation rather than the exception, backed by 
both regulations and market demand
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Polls!
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OR

Scan this QR code!

Head to www.menti.com
OR 

Open the Mentimeter app
Enter meeting code – 4151 9096

http://www.menti.com/


Break
Please return in 10 minutes!
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Part 5
The Way Forward
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ESG & climate opportunities 

All rights reserved

Investing in positive 
impact projects Innovating products

Adopting a ‘risk-return-
impact’ model

Integrating ESG & 
climate risks in lending

Greening internal 
operations

Diversifying human 
capital

ESG & climate opportunities for India
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ESG & climate opportunities 

All rights reserved

Pricing risks more accurately
Integrating ESG & climate 

risks in lending

• Limiting/preventing financial and non-
financial damages to the institution

• Avoiding reputational impact, legal 
challenges, fines & fees

Integrating in ICAAP, ERM, CAM

Adopting a 360-degree approach 

Measuring financed emissions

148

Financed emissions

700 times more than
operational emissions

International banks
committed to
measuring financed
emissions

Requires the borrower
to disclose on their
carbon footprint



ESG & climate opportunities 

All rights reserved

Investing in positive 
impact sectors

Curating portfolios more aligned with national and 
global priorities

Tagging assets

Taking targets on climate

Harnessing opportunities in budding new sectors

Expanding access to credit for women & other 
marginalized groups

149

Partial Risk Guarantee 
Fund for  Energy 
Efficiency: Risk sharing 
mechanism to extend loans 
for energy efficient projects.

Green Asset tagging, thus 
helps ensure that correct 
and consistent projects are 
funded and increases 
exposure to positive impact 
projects

Example



ESG & climate opportunities 

All rights reserved

Innovating products

Leveraging the rapidly growing sustainable 
finance market

Introducing new products based on technology and 
sustainability

Catering to the bottom of the pyramid
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Credit Enhancements

Blended Finance

Peer-to-peer lending

Pay-as-you-go

Some examples



1. Tech-enabled financing solution

ESG & climate opportunities

All rights reserved
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Examples of innovative products

Stakeholders
• A large Indian bank
• A tech company
• A state government

Beneficiaries
• Napkin manufacturers
• Self-help groups
• Non-governmental Organisations

Benefits
• Eliminate misuse of subsidy
• Enhanced access to sanitary 

napkins 
• Improved attendance of girl 

students
• Financial inclusion

The aim is to facilitate rural women and girls so they can access 
sanitary napkins at subsidised rates

2. Blended finance solution

Aimed at facilitating access to mainstream debt finance for women 
salt farmers for solar pumps

Stakeholders
• A large Indian private 

sector bank
• A regional cooperative 

bank
• A local NGO

Benefits
• Distributed risk amongst all 

stakeholders while substantially 
reducing risks for primary lender

• Positive impact on Livelihoods
• Gender empowerment
• Energy Inclusion
• Financial Inclusion

Beneficiaries
• Local salt farmers
• NGOs



ESG & climate opportunities 

All rights reserved

Curating a responsible and sustainable banking 
structure 

Placing an internal price on carbon

Operationalizing ESG and climate risk strategies

Holding the Board and management accountable for ESG 
and climate risk performance

Greening internal 
operations
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ESG & climate opportunities 

All rights reserved

Building in-house climate expertise to better 
internal processes and safeguard risks 

Enhancing knowledge on ESG and climate risks

Requiring ESG and climate risk knowledge and skills in 
hiring

Including climate risk experts at the Board levelDiversifying human capital
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ESG & climate opportunities 

All rights reserved

Moving away from the conventional ‘risk-return’ 
model

Working towards creating an impact 

Safeguarding against future risks

Reaping reputational benefits for creating meaningful 
social and environmental impact

Adopting a ‘risk-return-
impact’ model
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Take home pointTake home point 11:
Pursuing ESG lending and investment opportunities can 
generate financial and reputational advantages.
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Case Study
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Blended finance

All rights reserved

Principle 1
Anchor blended use to a development rationale

Principle 2
Design blended finance to increase the mobilisation of commercial finance

Principle 3
Tailor blended finance to local context

Principle 4
Focus on effective partnering for blended finance

Principle 5
Monitor blended finance for transparency & results

OECD blended finance principles
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Utkrisht Impact Bond

All rights reserved

(USAID, 2017)

158

Example of Outcome based-financing model

Lives saved Still births averted



Philippines Water Revolving Fund 

All rights reserved(World Bank, 2016)
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Expansion of Wastewater Plant in Jordan

All rights reserved(World Bank, 2016)
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Tropical Landscapes Finance Facility

All rights reserved(Convergence, 2019)
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Activity 3

Create a brief outline of a blended finance facility that can effectively manage 
risks, achieve returns and make an impact on any of the following SDGs

162Please nominate 1 person from your group to present the findings in 30 seconds – 1 minute!



Role of internal stakeholders

All rights reserved

Create a 
compliance 

culture

Integrate ESG 
& climate risk 

in the CAM

Integrate ESG 
& climate risk 

in the ERM

Articulate ESG 
& climate risk 

conditionalitie
s in assessing 

loans

Role of credit & risk teams Benefits for credit & risk teams

More robust and comprehensive risk analysis and credit approval processes 

Risk-adjusted pricing for loans and project finance

Product innovation for alternative and unique sustainable finance/ESG 
products 

Asset tagging 

Greater social and environmental impact, leading to reputational benefits 
for the banks and the risk/credit officer

Diversification in capital providers and access to global sustainable funds
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Role of credit & risk teams

All rights reserved

Sample analyzed dimensions

(Itaú Unibanco, 2021)
164

Research

• Cross-sectoral dimensions 
• Sector specific value drivers
• Company exposure and performance

Quanti-
fication

• Metrics to quantify environmental and social impacts
• Determination of cash flows
• Estimation of probabilities

Valuation

• Using DCF method to reach ESG-adjusted valuationNet
• Present Value (NPV) of ESG issues 

Methodology



Role of internal stakeholders

All rights reserved

Role of the board & management

Implement 
better Board 
oversight on 

ESG and 
climate risk 

Establish ESG 
and climate 

performance 
targets 

Implement 
disclosure 

requirements 
for the bank’s 

internal 
operations

Require 
disclosures 

from borrowers 
on ESG and 

climate 
performance 
and impact 

Articulate a 
stewardship 

code that 
highlights ESG 

and climate 
performance 
and impact 
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Lines of Business

Board of Directors

Board Committees

Corporate 
Responsibility

Governance Risk Credit Human Resources Audit Finance

ESG & Climate Risk 
Committee

ESG & Climate Strategy 
Committee

Sustainability 
related- teams

(e.g., ESG Solutions, 
Product Teams, and 

working groups) 

Chief 
Impact/Sustainability 

Officer 
Head of Climate Risk

Diverse Segments Leader 
with teams embedded in 

LOB

Global Head of 
Public Affairs

Chief Risk Officer

CEO

Head of HR/Head of 
Diverse Segments

Sustainability 
Steering Committee

Sustainability & ESG 
Team

Dotted 
reporting 
line Treasury

Finance

CFO

All rights reserved

Sample sustainability governance 
structure
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CDC – ESG & climate strategy
Amal-Lee Amin, Director Climate Strategy, CDC Group and 
Senior Advisor, COP26, Cabinet Office 
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Polls!
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OR

Scan this QR code!

Head to www.menti.com
OR 

Open the Mentimeter app
Enter meeting code – 4151 9096

http://www.menti.com/


Activity 4
Based on what you have learned about ESG and climate risks, identify which of the following ESG/climate
factors you would take into consideration while assessing a) retail and b) wholesale lending. Also identify what
% weightage you would attribute to your chosen factors and why.

Environment Social Governance
GHG emissions 
(including Scope 1, 2 & 
3) 

Air, water and soil 
pollution 

Gender equality, 
diversity and 
inclusion, POSH 

Labour laws, 
health/safety, 
grievance redressal, 
whistle blower and 
employee privacy 

Ethical practices, anti-
corruption and anti-
bribery practices 

Waste/effluents Climate mitigation 
adaptation risk 

Issues related to the 
local communities 

Transparent 
disclosure of terms 
and conditions of  
products 

Governance and 
oversight mechanisms 
within the institution 

Physical risks of 
climate change

Transition risks of 
climate change

Relations with debtors 
(suppliers) 

Others Others

Environmental 
regulations 

Others 

169Please nominate 1 person from your group to present the findings in 30 seconds – 1 minute!



Q&A

All rights reserved
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End of Day 2
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