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What we want to cover today

ÅWe will NOT

ïTell you that the planet is warming up, or include a IPCC emission trajectory graphs. 

ÅWe will:

ïShare the regulatory paradigm shift on climate change

ïFocus on how industry is making tangible steps to assess financial impacts from physical 

climate change risk: TCFD, Supervisory Statement, Physical Climate Change Risk 

Framework, Insurance Stress Tests, Climate Financial Risk Forum

ïMake the discussion as relevant to practitioners as possible
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We will focus on physical risk but donôt forget transition
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Physical Risk

Physical risks can arise from 

climate and weather-related events, 

such as heatwaves, droughts, 

floods, storms and sea level rise. 

They can potentially result in large 

financial losses, impairing asset 

values and the creditworthiness of 

borrowers

Transition (and liability)

Transition risks can arise from the 

process of adjustment towards a low-

carbon economy. Changes in policy, 

technology and sentiment could prompt a 

reassessment of the value of a large 

range of assets and create credit 

exposures for banks and other lenders as 

costs and opportunities become apparent
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The regulatory paradigm shift
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Taskforce on Climate-related Financial Disclosures
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ÅTCFD founded in 2015 by 

FSB, led by Mark Carney

ÅEncourages voluntary, 

climate-related disclosures 

for investors, lenders and 

insurers

ÅJust under 1,000 firms have 

supported TCFD so  far

ÅThe 2019 TCFD report 

found firmsô responses 

underwhelming

Background to TCFD 2019 report key findings

ÅDisclosure has increased, but is 

still insufficient

ÅMore clarity is needed on the 

financial impacts of climate 

change

ÅThe majority of companies do not 

disclose information on the 

resilience of their strategies using 

scenarios

ÅDisclosure requires the 

involvement of multiple functions
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Insurers: from front-runners to laggards in FS
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Å Disclosure of climate-

related financial 

information in key areas 

by banks and insurers.

Å The percentage of banks 

disclosing in these key 

areas is higher in all 

areas than the 

proportion of insurers 

disclosures.
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Avivaôs 2018 Climate-related financial (TCFD) disclosure
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The choice we face now. Source: TCFD.

Å The IPCC has identified four potential future 

scenarios with respect to climate change: 

Å 1.5ÁC (emissions halved by 2050), 

Å 2ÁC (emissions stabilise at half todayôs 

levels by 2080), 

Å 3ÁC (emissions rise to 2080 then fall) and 

Å 4ÁC BAU (emissions continue rising at 

current rates).

Å Aviva has been  developing a Climate VaR measure, in conjunction with the UNEP FI investor pilot project, 

to assess the potential business impacts of future climate-related risks and opportunities in each of the 

Inter-governmental Panel on Climate Change (IPCC) scenarios and in aggregate. 

25 September 2019



Aviva: Internal

Aviva 2018 Climate-related financial (TCFD) disclosure
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Impact to Aviva

ÅIncreased internal and 

external awareness of 

climate risks and 

opportunities

ÅIdentify the major areas of 

physical and transition risk 

sensitivity supporting 

prioritisation of future work

ÅEnhanced internal 

quantitative and qualitative 

capability and 

development of network 

and partnerships with 

external stakeholders



Aviva: Internal

Regulatory push to accelerate walking the walk
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The stick: Supervisory 

Statement 3/19

Sets the regulatory 

expectations and requires 

financial services firms to 

assess impacts from climate 

change, making a Senior 

Manager (SMF) accountable

The road: A supporting 

Framework 

Report setting out a framework 

to assess physical climate 

change risk and provides 

example case studies 

developed by specialists 

across the market

The whip: IST2019 -

Climate Scenario

The first time a regulator 

issues a climate scenario to 

assess impacts from climate 

change across the different 

insurance firm activities

1
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Supervisory Statement 3/19

ÅThe PRA expects that by 15 October 2019 firms will:

ïIdentify a senior management function (SMF) responsible 

for managing financial risks from climate change

ïHave an initial plan to address PRAôs expectations

ÅThe Supervisory Statement has four main areas

ïGovernance

ïRisk Management

ïScenario Analysis

ïDisclosure
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A framework for practitioners to assess impacts from 

physical climate change

ÅOverview:

ïThe framework is an output of a joint effort by a PRA-led cross-industry working group

ïThe framework is not prescriptive in nature but is intended to be an aid to practitioners

ïThe purpose is to help (re)insurers commence analysis 

ïOnce firms use it, they can propose improvements and evolve it further

ïSupport firms needing to undertake the IST 2019 Climate Scenario Analysis 
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