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The UK's Green Finance Strategy

« Aligning private sector financial flows with clean, environmentally sustainable
and resilient growth.

- Strengthening the competitiveness of the UK financial services sector.
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Green Finance
Institute

Mainstreaming climate and Mobilising private
environmental factors as a finance for clean and
financial and strategic imperative resilient growth
+ Establishing a shared understanding &= « Establishing robust, long-term policy frameworks
« Clarifying roles and responsibilities ,&'. « Improving access to finance for green A
« Fostering transparency and investment €« »
embedding a long-term approach | r + Addressing market barriers and ¥\
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CAPTURING THE
OPPORTUNITY

Cementing UK leadership in
green finance

« Consolidating the UK's position as a

global hub for green finance

« Positioning the UK at the forefront
of green financial innovation and

data and analytics
« Building skills and

capabilities !
on green , ‘
finance



The Greening of Finance



Greening Finance: Key Inflexion Points

Climate-related financial risk and disclosure

Net Zero Finance .
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Strategic and rounded approach
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Framework for climate-related financial risks and opportunities

Physical

Transition

The impact of climate change on the
UK insurance sector

A Climate Change Adaptation Report by the
Prudential Regulation Authority

September 2015 Li a bi I ity




The extent of physical and transition risks will depend on future scenarios
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Climate-related Financial Disclosure

Home / Breaking the tragedy of the horizon - climate change and financial stability - speech by Mark Carney

Breaking the tragedy of the
horizon - climate change

and financial stability -
speech by Mark Carney

@ Speech given at Lloyd's of London.

FINANCIAL
F B STABILITY
BOARD

TASK FORCE on
CLIMATE-RELATED
FINANCIAL
DISCLOSURES

Governance

Strategy

Risk
Management

Metrics
and Targets




Greening Finance & Investment: Key Inflexion Points

Climate-related financial risk and disclosure

Net Zero Finance .
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Strategic and rounded approach
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The Race to Zero: Net Zero Targets for private finance and real economy

BUILDING A PRIVATE FINANGE Glasgow Finance Alliance for Net Zero
SYSTEM FOR NET ZERO (GFANZ)

Priorities for private finance for COP26

Mark Carney, UN Special Envoy for Climate Action and Finance and
the Prime Minister's Finance Adviser for COP26

550+ $150

Firms trillion in assets
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‘Paper Decarbonization’ and Unintended Consequences

Paper Decarbonisation

Greening Own Balance Sheet
VS.

Greening the Economy

Unintended Consequences

1. Divestment not necessarily the answer
2. Potential for ‘green asset’ bubbles
3. Need to a Just Transition

4. Systematic biases and gaps
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Systematic biases and gaps

Figure 3: The empirical relationship between operational emissions intensity and climate transition risk *

Transition opportunity False Negatives
L Low emissions, High emissions,
= Transition opportunity Transition opportunity
& 50% | (e.g- energy efficiency (e.g. copper/lithium miners,
® v / . software provider) * chemical companies leading
3 P .. . in green hydrogen production)
g -
c . )
z ¥ ol - . o N
! . - ] = . . .._. ‘e
g% \‘ i Fa]se-Posmves . : |
E -50% Transition risk . " Transition risk
Q (eg aircraft Jeasing, (e.g. coal miners,
T5% " oil exploration software ptovndet) chemical companies)
Transition risk

Emissions intensity
(Tonnes CO, per unit enterprise value)
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Source: https://www.iif.com/portals/0/Files/content/32370132 iif wtw 99786 emissions impossible whitepaper v6-final.pdf
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https://www.iif.com/portals/0/Files/content/32370132_iif_wtw_99786_emissions_impossible_whitepaper_v6-final.pdf

Greening Finance & Investment: Key Inflexion Points
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= Transition Plan Taskforce

The TPT was launched by HM Treasury to develop a gold
standard for transition plans for finance and the real economy.

- Driving the Transition

- Bringing Together Leaders across Sectors

- Informing Future Regulation




A Strategic and Rounded Approach to Transition Planning

Decarbonisation

Transition Plans
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Sources:

1. Foundation

1.1 Objectives and priorities

1.2 Business model
implications

TPT Draft Disclosure Framework

Elements of a robust plan

2. Implementation
Strategy

2.1 Business planning and
operations

2.2 Products and services

2.3 Policies and conditions

2.4. Financial planning

2.5 Sensitivity analysis

3. Engagement Strategy

3.1 Engagement with value
chain

3.2 Engagement with
industry

3.3 Engagement with
government, public sector
and civil society

4. Metrics & Targets

4.1 Governance, business
and operational metrics and
targets

4.2 Financial metrics and
targets

4.3 GHG emissions metrics
and targets

4.4 Carbon credits

5. Governance

5.1 Board oversight and
reporting

5.2 Roles, responsibility and
accountability

5.4 Incentives and
renumeration

5.5 Skills, competencies and
training

Figure 4: The TPT Disclosure Framework
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https://transitiontaskforce.net/wp-content/uploads/2022/11/TPT-Disclosure-Framework.pdf

CGFIl - The Centre for Gre\'
Finance & Investment



UK CENTRE FOR GREENING FINANCE & INVESTMENT

Vision
A world where every financial
decision takes climate change and
the environment into account

Purpose
To accelerate the adoption and use
of climate and environmental data
and analytics by financial
institutions internationally
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CGFlI

GLOBAL RESILIENCE INDEX INITIATIVE
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Buildings
~ Infrastructure ©

Map shows infrastructure networks: road and rail
derived from OpenStreetMap, power from
Gridfinder, Arderne et al (2020)

TOWARDS A CLIMATE-RISK
DATA ARCHITECTURE:
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CLIMATE-RELATED
FINANCIAL DISCLOSURE BY
ASSET OWNERS AND ASSET

MANAGERS

CLIMATE STRESS TESTING DISASTER RISK FINANCING:
THROUGH GRII'S PEOPLE, ASSESSING RISKS AND
PLANET & PROSPERITY LENS BUILDING RESILIENCE

RESILIENCE METRICS FOR
INFRASTRUCTURE
INVESTMENT
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