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Assess and promote improvement of participants’ climate risk management capabilities. 

Size the financial exposures of participating firms and the financial system more 
broadly to climate-related risks.

Understand the challenges to participants’ business models from these risks, gauge their 
likely responses, and the implications this carries for the provision of financial services.

CBES participants included 7 banks covering c.70% of lending to UK corporates and households.  It also included 12 
insurance groups that cover 60-65% of the UK life and general insurance markets. 



The stylised scenarios used in this exercise are illustrations of 

possible paths for climate policy and global warming, not forecasts



• UK banks and insurers are making good progress in some aspects of their climate risk 

management, but still need to do much more to understand their exposure to climate risks. 

• Data gaps are a common problem, and mean climate risks are being only partially 

measured. Examples include:

• Information on corporate emissions across value chains

• Geographical location of corporate assets

• Up to date energy efficiency (EPC) ratings

• Most firms were reliant on third party model providers, and so need to improve their ability to 

scrutinise and adapt these models, or develop in-house modelling.

• All firms noted that undertaking the CBES created extra investment to build capabilities.  

Objective 1:  Participants’ climate risk management capabilities



Objective 2: Climate change, and transition policies, will create risks for 

businesses and households globally, and so for the financial system

Additional cumulative climate losses over scenario (a) (b)



Objective 2: Projections of climate losses are uncertain. Scenario 
analysis is in its infancy and there are several notable data gaps

Change in impairment rate on banks' lending to shared corporate counterparties (a)



Objective 2: Banks’ corporate losses shine a light on the most at 
risk sectors across scenarios

Percentage point changes in impairment rates for bank lending to more

vulnerable sectors (a)



Objective 2: Insurers’ equity investment losses provide a different 
perspective on sectoral vulnerabilities

Insurers' equity Investment Losses at Year 30 (a)



Objective 2: Only part of total investment losses fall on 
shareholders

Life insurers' investment losses and proportion that falls on shareholders (a) (b) 



Objective 3: reducing exposures to climate intensive sectors

• Participants have climate strategies, which 

they broadly followed in their responses to 

all scenarios. 

• Banks and insurers cut financing to the 

most carbon-intensive industries as well as 

engaging with corporate clients and 

counterparties to help facilitate their 

transition to net zero. 

• There could be macroeconomic 

consequences if limits on finance to 

corporates involved in the supply of more 

carbon-intensive energy run ahead of the 

expansion of renewable energy supply and 

other measures to improve energy 

efficiency.

Indicative net changes in Banks' and insurers' exposure to highly impacted sectors 
(a) (b) (c)



Objective 3: Expanding into opportunities created by transition

• Banks expect to reduce lending to 

emissions intensive sectors. They see 

opportunities in supporting sectors that 

will be important in the transition to net-

zero.  

• Far fewer opportunities identified in NAA 

scenario.

Indicative net changes in banks' drawn balances to selected sectors in the 

CBES scenarios (a)



Key steps in the Bank’s evolving approach to 

climate risks



The Bank’s work on supervision of climate-related risks

April 2019

Supervisory 
Statement 3/19 

(SS3/19)

June 2020

Climate Financial 
Risk Forum guides

July 2020

Detailed PRA 
guidance on SS3/19

October 2021

Bank’s Climate 
Change Adaption 

Report 2021

May 2022

Climate Biennial 
Exploratory 

Scenario results

tbd

Updated PRA 
communication on 

SS3/19 progress

April 2019: 
Bank sets supervisory 

expectations on 
managing climate-

related risk 

31 December 2021: 
Deadline for firms’ 
embedding of their 
response to SS3/19

Bank supports firms in embedding their response to SS3/19 Active supervision of firms against SS3/19



The conceptual links between climate and capital

Finding 1: 

Capital can be used to 
address the 

consequences (financial 
risks), not the causes
(emissions) of climate 

change

Finding 2: 

These climate-related 
financial risks are 

partially captured by 
current frameworks, but 

there are gaps

Finding 3: 

Estimating the 
materiality of these 

gaps is complex

Finding 4: 

More analysis and 
research is 

required, including 
on specific options 

The Bank of England’s climate and capital conference 19/20 Oct:

1) The appropriate time horizon over which the risks should be reflected in capital requirements;

2) How to deal with uncertainty over that time period

3) Where these risks are best reflected in the capital regime (eg micro-prudential vs macro-prudential).



Greening the system:  climate-related disclosures and transition 
plans

Climate-related disclosures helps the Bank ensure the financial system is resilient to climate change. 

Climate disclosures across financial and real economy firms:

• Enable the financial system to allocate capital more efficiently to support the transition;

• Enable financial firms to manage risk more effectively leading to a system more resilient to climate change;

• Facilitate more accurate pricing signals and valuations; and

• Facilitate an orderly transition by avoiding a sudden collapse in asset values because risk hasn’t been 

accurately priced in to the market.

To generate these, disclosures need to be cross-economy, comparable and sufficiently detailed, not just in the 

UK but internationally. 

• The Bank are working with the UK Government and regulators to implement the UK Sustainability Disclosure 

Regime (SDR), where the ISSB standards are expected to form the core for corporate disclosures. 

• Working with the UK Govt “Transition Plan Taskforce” to develop a UK framework for transition plans

• Working to advance collective support for adopting the ISSB standards as a global base line to facilitate 

international consistency, or at least interoperability with ISSB standards. 

• Supporting the work of the Climate Financial Risk Forum to help firms produce climate disclosures.




