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1965-1980

1981-1996

1997-2012

2013-Present

Gen X

Millenials

Gen Z

Gen Alpha

Generations & ESG

Boomers

1946-1964

Sustainable Investing

The two generations, already make up 49% of the

world population and show significant interest in

ESG factors.
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ESG Risks
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Source : IFC
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1. Credit Risk Assessment

2. ES Risk Assessment 
NOW What about credit decision-making?

ESRM
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Climate Risks
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Physical Risk                                                              Transition Risk

Climate Change Risks

“The temperature increases by 0.2oC every decade”

2.8oC

UN
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Climate Risks and their Business Impacts
Physical and transition risks manifest as business risks via micro- and macro-economic transmission channels.

Transit ion Risk

• Policy & regulation (e.g., carbon 

tax)

• Technological development 

(e.g., electric vehicles)

• Consumer preferences

Physical Risk

• Chronic (e.g., temperature 

changes, sea level rise)

• Acute/catastrophic (e.g., 

heatwaves, floods) 

Climate Risks

Financial Risk

• Credit 

• Market 

• Liquidity   

Non-Financial Risk

• Operational

• Reputational

• Strategic

• Physical Security 

• Model

• Compliance & Regulatory

Business Risks

Microeconomic

• Financial impact on individual 

households and businesses

• Business disruption

• Property damage & liabilit ies

Macroeconomic

• Unemployment

• GDP changes

• Capital depreciation

Transmission Channels
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Climate Change

2050

Climate Change 
How to counter 
its consequences
EGYPT
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Identify risks arising from climate change at the level of :

Key sectors, geographic areas, products and services.

Understand how climate-related risks affect business environment in the short, medium and 
long term. 

Integrating climate-related risks into bank strategy.

Setting and monitoring key performance indicators (KPIs) that are cascaded down to individual 
business lines and portfolios. 

Integrating climate risks into bank ERM framework.
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Data gathering about climate change risks in Egypt “Key economic sectors, Geographic 
regions, Time horizons for each risk 

Review existing credit portfolios and categorize exposures using the collected climate 
data

Insert climate risk factors to customer profile

Design climate risk assessment model & climate scenarios

Select and Develop PD,LGD adjustment techniques

Align climate risk management with business strategy



Proposed Climate Risk Assessment Model
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Factors 

(1) Sector

(2) Geographic area

(3) Tenor

(4) Climate adaptation action

Time horizon Short Medium Long

Physical Risk Low Medium High Low Medium High Low Medium High

Sea level rise

Tempreature rise

Floods

Heatwaves

Wildfires

Time horizon Short Medium Long

Transition Risk Low Medium High Low Medium High Low Medium High

Policy & Regulations

“Carbon Tax, CBAM”

Consumer preferences

Technological development

Climate Risk Assessment H – M – L
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PD

LGD

ECL

Pricing

Basel

Climate 

Risks
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Minimum Capital 

Requirements

CAR

Supervisory Review 

Process

ICAAP

Stress Testing

+ Climate

Market Discipline

Disclosure

Basel III

Pillar IIPillar I Pillar III



Frequency

Crises/ Stress Testing

Unexpected lossExpected loss
Unexpected loss

NOT covered

Provisions Capital

Green Swan Events

IFRS9 Basel Pillar2 : ICAAP

Climate Change Risks



Thank You
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