
Climate and other risks and their financial impact

• Policy and legal risks: e.g. Policies that attempt to constrain actions that contribute to 
climate change; climate-related litigation

• Technology risks: e.g. Technological improvements or innovations that support the 
transition to a low-carbon will affect the competitiveness of certain organizations

• Market risks: e.g. Shifts in supply and demand for certain commodities, products, and 
services 

• Reputation risks: e.g. Changing customer or community perceptions of an 
organization’s contribution 

• Physical risks: e.g. Increased severity of extreme weather events, longer-term shifts in 
climate patterns

• Social risks: E.g. delays in construction or disruptions in operations due to 
demonstrations, low public acceptance of the project.

• Political risks: Currency inconvertibility, expropriation, war, terrorism, civil disturbance 
government breach of contract, non-honoring of financial obligations. 



Global acknowledgement: call for disclosure of climate risks

The Financial Stability Board recommends 
disclosure of the financial impact of climate 
related risks
• Financial policymakers globally have taken interest in 

the implications of climate change for the global 
financial system, in terms of avoiding severe financial 
shocks and sudden losses in asset values. 

• The G20 Finance Ministers and Central Bank 
Governors asked the ‘Financial Stability Board’ to 
review how the financial sector can take into account 
climate-related issues. 

• The Task Force recommended that institutional 
investors and financial institutions should identify and 
assess financial impacts stemming from climate related 
risks and opportunities.



Climate and other risks and their financial impact

• Certain risks are internal (or exogenous), others are internal (or 
endogenous)



Opportunities emerge from cross-sectoral focus



Setting the context

The Green Economy: 
• Involves several sectors
• Requires the involvement of several actors
• Has been known for a long time



Setting the context

• Some easy solutions have been found:
– Substitution (energy)
– Conservation (energy and water)

• Some difficulties have emerged:
– High capital cost
– Resistance to behavioral change
– Uncertainty

• All success stories are based on the identification of 
core strengths, peculiarities of the local context, and 
synergies across sectors and actors
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Declining
biodiversity

Forest cover 
mitigates the effects 
of events such as 

tropical rainstorms, 
reducing the 
likelihood of 

downstream flooding

Forests have an 
important ecological 
function in fixing and 
storing carbon from 

the atmosphere.
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Mohamed Jerome Robles, 37, Miri,
Sarawak, Malaysia:
Mohamed has observed the impacts 
of a changing climate in Miri, 
Sarawak: “There does not seem 
to be a distinct monsoon season 
anymore. The rain is more frequent, 
random and certainly more intense….
QRZ�ZH�DUH�DIUDLG�RI�ÀDVK�ÀRRGV�DQG�
strong winds which accompany the 
intense rains.”
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Figure 2.4: An economy that values natural capital has more resilience in a changing climate

Ecosystem resilience in a changing climate 

The resilience of an ecosystem can be described as its 
capacity to resist change and to recover following a 
disturbance12. Resilience to changing environmental 
conditions is determined by an ecosystem’s biological 
DQG�HFRORJLFDO�UHVRXUFHV��LQ�SDUWLFXODU���L��WKH�GLYHUVLW\�RI�
VSHFLHV��LQFOXGLQJ�PLFUR�RUJDQLVPV���LL��JHQHWLF�YDULDELOLW\�
within species (i.e., the diversity of genetic traits within 
SRSXODWLRQV�RI�VSHFLHV���DQG��LLL��WKH�UHJLRQDO�SRRO�RI�VSHFLHV�
and ecosystems13��5HVLOLHQFH�LV�IXUWKHU�LQÀXHQFHG�E\�WKH�VL]H�
of the ecosystem in question; the larger and less fragmented, 
the more resilient. Finally, the condition and character of the 
surrounding landscape plays a role.

While climate change is predicted to affect surface 
temperatures in the tropics less than the global average14, it 
is nevertheless expected to have undesirable economic and 
social impacts, particularly within more vulnerable segments 
of society, many of whose members depend heavily on 
ecosystem services and on biodiversity itself. Many tropical 
species are thermal specialists, adapted to a narrow range 
of temperature variation. A study of Australia’s wet tropics 
IRXQG�WKDW�VLJQL¿FDQW�FKDQJHV�LQ�VSHFLHV�ULFKQHVV�RFFXU�ZLWK�
just one degree C increase in global temperature. With this 
change in temperature, areas of highland biodiversity remain 
largely intact, but lowland and mid-altitude species diversity 
declines15. 

In the face of climate change, Borneo is 
expected to experience sea level rise, 

extinction of species (especially marine 
and amphibian) increased risk of floods 
and forest fires, human health impacts, 

changes in agricultural yields and damage 
to infrastructure...conservation and 

sustainable management in the HoB can 
support the building of resilience against 

climate change.

Land use and primary sectors
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• Quantitative estimation of social, economic and environmental externalities 
across sectors and actors reveals unexpected results
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