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The greatest risk to the global economy is not Covid…



Overview
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risks
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changed?
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b. Liability vs 
responsibility



1. Accelerating 
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Three categories of financial risk associated with climate change

Physical

Acute and gradual onset
to the natural and built 

environment

Economic transition
The response of 

governments, capital 
markets & the real 

economy

Policy/regulatory, 
technological & shifts in 
stakeholder preferences

Liability

Public entity, 
corporate, and 

directors/officers



The accelerating transition
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Spotlight on economic transition risks
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of boards continue to 
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Beyond corporate 
stress-testing, to 

demand Paris-aligned 
strategic plans



Spotlight on economic transition risks

The international 
regulatory 

environment

Investor expectations 
of boards continue to 

elevate – despite Covid
Beyond corporate 
stress-testing, to 

demand Paris-aligned 
strategic plans



International regulatory environment

§ A. Net zero by 2050 policies
§ Required to meet Paris 

Agreement targets to limit 
global warming to ‘well-
below’ 2°C above pre-
industrial averages 

§ Now covers 70+ global 
economy

§ Now including EU, UK, 
US Japan, South Korea, 
California, NY (all 2050) 
and China (2060)

§ Recent focus on short-
medium term (2030)



International regulatory environment

§ B. Adjacent policies –
finance & prudential 
regulation
§ EU Green Finance 

Taxonomy
§ Prudential – capital 

regulatory requirements
§ Biden’s Executive Order
§ Accounting Standards
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Step change in expectations

a. Equity investor expectations on transition 
ambition – heightened expectations

§ From TCFD scenario stress-testing to net zero and 
credible strategy (including interim milestones) 

b. Regulatory & equity investor expectations on 
financial reporting

§ Accounting guidance -what does climate risk mean for 
asset useful lives, fair values, impairments, provisions 
for onerous contracts, bad and doubtful debts etc?

§ Investor push on ‘Paris-aligned accounts’ / sensitivity 
analysis

§ AGM’s – ‘Say on Climate’ transition plan and rem links

§ Investor push on ‘green capex/revenue’ metrics

Heightened reporting demands



Liability risks
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