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2017 Risk Alert

All actuaries should consider 
how climate - related risks 
affect the advice they are 
providing. 



Agenda

• Quick review of FSB TCFD recommendations

• Opportunities for actuaries in implementation

• Financial services

• Wider fields
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Existing mandatory UK climate related 

disclosures
Name Scope Location Climate requirements

EU directive 

2014/95

> 500 

employees

Financial report or 

link to it

Land, water, materials and energy 

use. GHG emissions

Companies 

Act 2006 &

regulations

Quoted Strategy report and 

Directors report

Main factors effecting business, 

including environmental, GHG 

emissions. 

FRC 

Standards

All Financial 

statements

Asset impairments if material?

PRA Insurers Returns to 

Regulator

Stress testing impacts for general 

insurers, asset concentration risks

Pensions 

Act 2004

Trustees Statement of 

Investment 

Principles

Extent, if at all, account is taken of 

social, environmental or ethical 

considerations when taking 

investment decisions
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Many existing voluntary disclosures e.g.

Name Scope Types of climate data

Asset owners 

disclosure project

Pension funds, insurers 

with > US$2 billion

Engagement, climate investment 

policies, risk mitigation and 

emissions intensity

CDP All Climate risk management, energy 

use and GHG emissions

IIGCC Fossil fuel, car and 

electricity suppliers

GHG emissions and clean 

technology data

PRI All investors Investment policies

GRI All Materials, water, energy, 

biodiversity and waste, 

environmental compliance

CDSB All Governance, impact, strategy and 

GHG emissions

and Greenwash ? Suspect?
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FSB established the Task Force on Climate-related Financial 

Disclosures (TCFD) to develop recommendations for more effective 

climate-related disclosures that:

‒ could “promote more informed investment, credit, and 

insurance underwriting decisions” and, 

‒ in turn, “would enable stakeholders to understand better the 

concentrations of carbon-related assets in the financial sector 

and the financial system’s exposures to climate-related risks.”

BACKGROUND

Following concerns about “stranded assets”, financial stability  and 

other potential discontinuities
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The FSB Task Force published its final report in June 2017

• Overview

• Main report

• Implementation

• Scenario analysis

https://www.fsb-tcfd.org/publications/final-recommendations-
report/

Pages

16

74

85

42

Heavy stuff – but it is guidance covering all 

aspects and a wide range of industries 

Recommendations have received widespread 

support from governments (including UK), 

business and investors, voluntary now…… 
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GovernanceGovernanceGovernanceGovernance StrategyStrategyStrategyStrategy Risk Risk Risk Risk ManagementManagementManagementManagement
Metrics Metrics Metrics Metrics and and and and 

TargetsTargetsTargetsTargets

Disclose the 

organization’s 

governance 

around climate-

related risks and 

opportunities.

Disclose the 

actual and 

potential impacts 

of climate-related 

risks and 

opportunities on 

the organization’s 

businesses, 

strategy, and 

financial planning

where such 

information is 

material.

Disclose how the 

organization 

identifies, 

assesses, and 

manages climate-

related risks.

Disclose the 

metrics and 

targets used to 

assess and 

manage relevant 

climate-related 

risks and 

opportunities

where such 

information is 

material.

DISCLOSURE RECOMMENDATIONS
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GovernanceGovernanceGovernanceGovernance StrategyStrategyStrategyStrategy Risk Risk Risk Risk ManagementManagementManagementManagement Metrics Metrics Metrics Metrics and Targetsand Targetsand Targetsand Targets

Disclose the organization’s 

governance around climate-related 

risks and opportunities.

Disclose the actual and potential 

impacts of climate-related risks and 

opportunities on the organization’s 

businesses, strategy, and financial 

planning where such information is 

material.

Disclose how the organization 

identifies, assesses, and manages 

climate-related risks.

Disclose the metrics and targets 

used to assess and manage relevant 

climate-related risks and 

opportunities where such 

information is material.

Recommended Disclosures Recommended Disclosures Recommended Disclosures Recommended Disclosures

a) Describe the board’s oversight of 

climate-related risks and 

opportunities.

a) Describe the climate-related risks 

and opportunities the 

organization has identified over 

the short, medium, and long 

term.

a) Describe the organization’s 

processes for identifying and 

assessing climate-related risks.

a) Disclose the metrics used by the 

organization to assess climate-

related risks and opportunities in 

line with its strategy and risk 

management process.

b) Describe management’s role in 

assessing and managing climate-

related risks and opportunities.

b) Describe the impact of climate-

related risks and opportunities on 

the organization’s businesses, 

strategy, and financial planning.

b) Describe the organization’s 

processes for managing climate-

related risks.

b) Disclose Scope 1, Scope 2, and, if 

appropriate, Scope 3 greenhouse 

gas (GHG) emissions, and the 

related risks.

c) Describe the resilience of the 

organization’s strategy, taking 

into consideration different 

climate-related scenarios, 

including a 2°C or lower scenario.

c) Describe how processes for 

identifying, assessing, and 

managing climate-related risks 

are integrated into the 

organization’s overall risk 

management.

c) Describe the targets used by the 

organization to manage climate-

related risks and opportunities 

and performance against targets.

DISCLOSURE RECOMMENDATIONS (CONTINUED)

The four recommendations are supported by specific disclosures organizations should 

include in financial filings or other reports to provide decision-useful information to 

investors and others.



KEY ELEMENTS OF DISCLOSURE RECOMMENDATIONS (CONTINUED)

Principle of Materiality

– The disclosures related to the Strategy, & Metrics and Targets recommendations are subject to 

materiality.

– The disclosures related to the Governance & Risk Management recommendations are not

subject to materiality and should always be provided

Scenario Analysis

– Organizations to describe the resilience of their strategies, taking into consideration different 

climate-related scenarios, including a 2°C or lower scenario.

2°C Scenario 

Provides a common reference point that is generally aligned with the objectives of the Paris Agreement.

Scenario Analysis Threshold

Organizations with more than US $1 billion in annual revenue in the energy, transportation, materials and 

building, agriculture and food sectors should consider conducting more robust scenario analysis.
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Asset Owners (pension funds, insurers own 

funds, foundations) additional disclosures

Strategy
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Asset Owners (pension funds, insurers own 

funds, foundations) additional disclosures….

Risk management
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Asset Owners (pension funds, insurers own 

funds, foundations) additional disclosures….

Metrics and Targets
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Asset managers additional disclosures

Strategy
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Asset managers additional disclosures….

Risk management
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Asset managers additional disclosures….

Metrics and Targets

Note: TCFD recommendations are aligned with those from:

• PRI

• AODB
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Insurance company additional disclosures –

mainly impacting GI

Business strategy
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Insurance Company additional disclosures –

mainly impacting GI….

Business strategy continued
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Insurance Company additional disclosures –

mainly impacting GI….
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Risk management



Insurance Company additional disclosures –

mainly impacting GI….
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Metrics and Targets

Note

TCFD recommendations are aligned with those from:

• Climatewise

• SASB

• UNEP FI Principles of Sustainable Insurance



Comparison of global scenarios

2°°°° C 4°°°° C
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Comparison of global scenarios

2°°°° C

• Physical climate impacts 

mitigated to some extent?

• Increasing and substantial 

economic impacts from 

decarbonisation

• Lower growth?

• Still increasing migration, 

resource and trade conflict?

4°°°° C

• Increasingly unpredictable, 

and possibly existential 

climate impacts long term 

• Decarbonisation mainly 

deferred but then much 

more draconian

• Growth BAU short term…..?

• Eventually high level of 

economic and social 

disruption and conflict
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Work on scenarios

• Need standard scenarios to facilitate inter-company comparisons

• Including climate impacts for a given temperature rise, taking 

account of uncertainty

• And how decarbonisation will play out in terms of carbon pricing, 

carbon trading, renewable subsidies, fossil fuel restrictions, 

lifestyle changes, supply chains, technology etc

• It’s not easy, but work has already started: see TCFD/Bank of 

England November 2017 conference: https://www.fsb-tcfd.org/event/tcfd-boe-

conference-climate-scenarios-financial-risk-strategic-planning/

• And a great new resource: TCFD Hub https://tcfdhub.org/
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What can actuaries do?

• The financial sector has a crucial role in driving climate 

change strategies in business and the disclosure thereof

• It’s up to asset owners and asset managers – as advised by 

actuaries?

• It’s a business opportunity!

• And start with your own firm – who is responsible for 

climate change strategy?

• Opportunities in risk management outside the financial 

sector……. 
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Opportunities with utilities?

• Characteristics: long term capital investments, regulated 

markets, highly impacted by climate change and mitigation 

thereof

• Actuarial consultancies already involved in asset valuations, 

risk management and energy market projections

• Also working for BEIS and other Government agencies

• Competition from accounting firms (with actuaries), specialist 

consultants

• See also IFoA work with civil engineers: 
https://www.actuaries.org.uk/practice-areas/risk-management/collaborating-other-

bodies/actuaries-and-civil-engineers



Grasping the wider business opportunities 

arising from TCFD

Requirements

• Market knowledge

• Risk management

• Scenario analysis

• Stochastic modelling?

Possible strategies

• Recruit experience

• Look for partners

• Research the issues, 

market needs, potential 

clients and competition
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ILLUSTRATIVE IMPLEMENTATION PATH

The TCFD expects that reporting of climate-related risks and opportunities will evolve 

over time as organizations, investors, and others contribute to the quality and 

consistency of the information disclosed.



Next Steps….

• Review the TCFD guidance 

• Set up working parties to progress long term action in 
your firm, including business opportunities

• Review the reports from the November 2017 
TCFD/BoE seminar and the new TCFD hub 
https://tcfdhub.org/

• Read the IFoA practical guides for pensions actuaries 
and watch out for those for GI, Life and F&I

• Join the R&E Member Interest Group
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Questions Comments

The views expressed in this presentation are those of invited contributors and not necessarily those of the IFoA. The IFoA do not endorse any of the views stated, 
nor any claims or representations made in this presentation and accept no responsibility or liability to any person for loss or damage suffered as a consequence of 
their placing reliance upon any view, claim or representation made in this presentation. 

The information and expressions of opinion contained in this publication are not intended to be a comprehensive study, nor to provide actuarial advice or advice of 
any nature and should not be treated as a substitute for specific advice concerning individual situations. On no account may any part of this presentation be 
reproduced without the written permission of the IFoA.


