Plenary session 1:

Business and Finance in the face of Changing Climate;
Climate Risks and Opportunities
SUREBICSHShBEDRALERE:

BRI BIIRIEHS

Framing Presentation

ISAP 2017 |IGES

- Institute for Global
25-26 July, Yokohama Envitonmental Strategies



What we want to discuss?

Az R I HNDH?

by recognizing climate risks and opportunities,

How business and finance sectors can actually direct
to decarbonizing and more resilient investment?

(1)How to respond to climate risks and opportunities?
(2)How green finance will encourage to shift to such investments?

(3)What policy tools or enabling environment should be in place?
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What are climate risks?

Climate transition risks:

Types Example

Policy risk Increased pricing of GHG emissions

Litigation/legal risk | Exposure to litigation

Technology risk Substitution of existing products and services with lower emissions options
Market risk Increased cost of raw materials
Reputation risk Shift in consumer preferences

Climate physical risks:

Types Example
Acute risk Production/Service disruption by increased extreme weather events
Chronic risk Production/Service disruption by sea level rise, increasing temperatures,
ocean acidification, salinization

WWW.iges.or. jp 3



What are climate opportunities?

SIEEBOEE LS EIH?

Climate opportunities:

Types Example
Energy/Resource -Energy efficiency in industry, transport and buildings
efficiency -More resource-efficient production & distribution processes
Energy source -Renewable energy, emergence of new technologies and carbon

market, energy security

Products & services -Lower CO2 emission goods and services, climate adaptation and risk
insurance products, R&D and innovation

Markets -Emergence of new markets, increase in public-sector incentives,
increase in community needs & initiatives

Resilience -New assets and locations needing risk insurance, adopt energy-
efficiency measures
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Actions by Business & Finance sectors

EDRA - SMANEDIREITRY

(1) Climate Risk Analysis

- Stress test: current portfolio
- Scenario analysis: forward looking
* internal carbon pricing, 2 degree or NDC scenario

(2) Revised Business Strategy and Planning

- Climate risk management plan

- Inclusion of new business/service for low carbon and resilience
For investors/Financial Institutions;

- Dialogue or Engagement with investee companies

- Divestment from fossil fuel

- Investment in new/innovative business/services
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Green finance for Decarbonizing &
Resilient investment

(1) Financing projects or assets that provide environmental benefits
including climate change mitigation & adaptation

i.e. Green bond
(2) Some challenges in green finance; (G20 Green Finance Study Group synthesis report)
-Externalities
Difficulty in appropriate pricing of environmental externality
-Lack of clarity in green finance
Difficulty in setting clear definition of ‘green finance’
-Asymmetric information
Lack of disclosure of environmental information by companies
-Inadequate analytical capabilities
Difficulty for banks and investors to identify and quantify the credit

and market risks by environmental exposure
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Policy tools/Enabling environment
B3 F B - TR T O

(1)Carbon pricing

- exclusion of high carbon products
(2)Climate-related financial information disclosure
- right climate investment decision making
(3)Proactive engagement
- long-term climate business strategy
(4)Learning network on climate risk analysis
- broader and faster climate actions
(5)Customer choice for low-carbon products

—> climate market creation through awareness raising
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