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INTRODUCTION
Purpose and Background
Purpose and benefit of TCFD Recommendations: The Financial Stability Board (“FSB”) established the Task Force on
Climate-related Financial Disclosures (“TCFD”) to develop recommendations for more effective climate-related
disclosures to facilitate more informed financial and business decision-making in addressing climate-related risks and
opportunities. Enhanced disclosures would enable stakeholders to better understand and assess companies’ exposure
to and management of climate-related risks in a transparent and consistent manner. Among the benefits of
implementing the TCFD Recommendations include:
(i) easier or better access to capital driven by increased investors’ and financiers’ confidence,
(ii) more effectively fulfilling existing disclosure requirements pertaining to reporting of material information in financial
filings, and
(iii) better understanding as well as management of material risks that revolve around climate change in a more strategic
and comprehensive manner.
Challenges of implementing TCFD Recommendations and recent key developments: The number of TCFD supporters
has grown from 237 at the end of 20171 to over 2,600 supporters as of October 2021, of which 1,069 are financial
institutions.2 However, despite this growing number of supporters, not all supporters are able to align their disclosures
to the TCFD Recommendations. In this regard, several challenges in implementing the said Recommendations have been
highlighted in TCFD’s 2021 Status Report, including (but not limited to):
(i) Challenges throughout the process of conducting financial impact analysis, starting from organizational alignment
and support through data acquirement, attribution of risks and opportunities, and estimation of potential impacts.
(ii) Challenges to secure buy-in to disclose the results of financial impact analyses considering reliability of data,
litigation of risk, and competitive disadvantage.
Similarly, a survey on ESG readiness in the Malaysian banking sector indicates that the top challenges of embedding ESG
factors into risk assessments are low quality customer disclosures and ESG awareness, as well as limited access to
counterparty data3.
The challenges above can result in inaccurate assessment of climate risk profiles and ineffective formulation of climate
strategy across financial institutions. Notwithstanding such challenges, the TCFD encourages businesses to adopt a
stepwise approach to disclosure rather than opting not to disclose. Financial institutions may consider disclosing general,
qualitative information as a start and then progress towards more specific, quantitative data and information over time.4
According to the Climate Risk Disclosure Barometer 2020 Malaysia, which assessed the coverage as well as quality of
climate risk disclosures (benchmarked against TCFD Recommendations) of the Malaysian financial services sector,
financial institutions in Malaysia consistently lagged behind the global industry average. For instance, financial
institutions in Malaysia scored an average of 20% for coverage of Governance-related aspects as compared to the global
industry average of 54%. In terms of quality of disclosures, they achieved an average score of just 4% for Governance as
compared to a global industry average of 26%.5 These findings re-affirm a similar assessment of climate-related
1

https://assets.bbhub.io/company/sites/60/2020/10/FINAL-2018-TCFD-Status-Report-092518.pdf
TCFD supporters denote that an organisation believes the recommendations provide a useful framework to increase transparency on climaterelated risks and opportunities within financial markets. For companies, support is a commitment to work toward their own implementation of the
TCFD recommendations. https://www.fsb.org/wp-content/uploads/P141021-1.pdf
3 https://www.pwc.com/my/en/publications/2021/accelerating-esg-integration-in-malaysian-banks.html
4 https://www.ey.com/en_gl/financial-services-technical-resources/task-force-on-climate-related-financial-disclosures-report-playbook and
https://www.fsb.org/2020/10/2020-status-report-task-force-on-climate-related-financial-disclosures/
5 Coverage: a score of 100% indicates that the company has addressed all the recommendations. Quality: A score of 100% indicates that the
company had adopted all the recommendations and the quality of the disclosure met all the requirements of the TCFD (i.e. gaining a maximum
score of 5 for each of the 11 recommendations).
https://assets.ey.com/content/dam/ey-sites/ey-com/en_my/topics/climate-change/ey-climate-risk-disclosure-barometer.pdf
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disclosures made by Malaysian financial institutions undertaken by JC3 Sub-Committee 2 in 2020. Clearly, there is a
pressing need for practical guidance on climate-related disclosures for the industry. 6
On a related development, Bank Negara Malaysia (“BNM”) is currently developing a set of guidelines for climate risk
management as well as climate scenario analysis to further facilitate TCFD-aligned disclosures by Malaysian financial
institutions. On the part of the practitioners, 64% Malaysian banks have indicated plans to adopt TCFD in the next 2
years.7
It is worth noting that recent key developments around particular aspects of climate-related disclosures warranting
further guidance have also motivated the proposed guidance laid out in this Guide. For instance, The Global Carbon
Accounting Standard, developed by the Partnership for Carbon Accounting Financials (“PCAF”), has proposed a set
financed emissions-related metrics for financial institutions (e.g. those pertaining to climate-related metrics including
developments that inform the circumstances in which Scope 3 emissions disclosures are appropriate).
Separately, the IFRS Foundation announced the formation of an International Sustainability Standards Board (“ISSB”) in
November 2021 to develop a baseline global sustainability reporting standard, building on the foundation of the widely
accepted TCFD Recommendations and the work of an alliance of sustainability standard setters. On its part, the TCFD
has also published Guidance on Metrics, Targets and Transition Plans to support preparers in disclosing decision-useful
information and linking those disclosures with estimates of financial impacts.
Purpose and context of JC3 application guide: Recognising the urgency for financial institutions in Malaysia to accelerate
efforts to manage climate-related risks as well as opportunities, this application Guide forms part of a broader range of
JC3 initiatives to support the progressive implementation of climate-related disclosures that are aligned with TCFD
Recommendations. Drawing reference from a selection of good practices adopted by financial institutions who are
regarded as leading peers in this space globally as well as drawing upon related studies and surveys, the Guide was
developed by the Malaysian financial industry within the context of the Malaysian economy and financial system. The
primary underlying aim is to support financial institutions who are stepping up efforts to implement the TCFD
Recommendations in phases beginning 2022.
This “by practitioner, for practitioner” Guide outlines key recommendations supplemented by the relevant descriptions,
guidance notes, considerations and examples that could be utilised as practical resources to help financial institutions
improve their disclosures. Most recommendations made are applicable / relevant to a range of financial institutions (e.g.
banks, insurers/takaful operators, asset managers/owners). As for recommendations that are more sub-sector specific,
financial institutions should refer to the corresponding TCFD Supplemental Guidance for Banks, Insurance Companies,
Asset Owners and Asset Managers, as deemed appropriate.
The Guide is intended to be a supplement to the guidance provided by the TCFD and to be read alongside other
relevant/applicable guidance and/or requirements be it jurisdiction-specific or otherwise (e.g. Bursa Malaysia’s
Sustainability Reporting Guide, Value-based Intermediation (“VBI”) related documents8 by Bank Negara Malaysia and
VBI Community of Practitioners, etc). The Guide is not intended to promote stand-alone climate reporting, and financial
institutions are encouraged to incorporate climate-related data into their reporting alongside other financial and nonfinancial data as deemed appropriate. This Guide is also adapted to the context of financial institutions in Malaysia,
taking into consideration varying sizes, complexity, maturity, appetite, and practices. For instance, examples of local and
international practices are given to account for different levels of maturity and readiness of financial institutions to
disclose as per TCFD’s Recommendations. Global practices would serve as a benchmark for Malaysian financial
institutions aspiring for a more robust level of climate governance and disclosure.

6

https://assets.ey.com/content/dam/ey-sites/ey-com/en_my/topics/climate-change/ey-climate-risk-disclosure-barometer.pdf
https://www.pwc.com/my/en/publications/2021/accelerating-esg-integration-in-malaysian-banks.html
8 Access VBI related documents through www.aibim.com
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It is worth noting that, as an extension of this initiative, disclosure guides for Malaysian businesses will be developed in
2022.
Applicability: As climate change is a material source of risk that could pose significant threats to the stability of our
financial markets and economy, supervised financial institutions are expected to integrate climate-related risks and
considerations into their governance framework arrangement, organisational structure, business strategies, corporate
planning and risk management practices. In the effort to promote transparency through progressive disclosure of
climate-related risks and information in line with the TCFD Recommendations, this Guide is developed as a source of
reference for financial institutions and, in particular, those supervised by Bank Negara Malaysia and Securities
Commission Malaysia. The Guide is designed for the following financial institutions (local & foreign):
1.
2.
3.
4.
5.
6.
7.
8.

Commercial banks
Islamic banks
Investment banks
Development financial institutions
Insurance and reinsurance companies
Takaful and retakaful operators
Fund management companies
Institutional investors

In addition, this document can be used as a reference by other entities to guide their climate-related measures and
disclosures including preparers as well as users of climate-related disclosures such as rating agencies, research houses,
etc.
Please note that, given the rapid pace of development of best practices as well as accompanying disclosures pertaining
to the effective management of climate-related risks & opportunities, the Application Guide is expected to evolve in
tandem especially via the incorporation of the latest advances and examples.
Phases of implementation: Financial institutions, particularly in developing and emerging markets, are typically in the
preliminary stages of producing scientifically informed, meaningful climate-related financial disclosures. In the area of
climate-related reporting, methodologies and best practices are rapidly changing. As a result, a flexible approach is
needed. Once initial climate-related reporting is published, financial institutions are encouraged to continue enhancing
their disclosures in line with the TCFD Recommendations to facilitate more effective assessment, comprehension and
decision-making by key stakeholders.
As an illustrative implementation path,9 financial institutions in Malaysia would begin publicly disclosing climate-related
considerations (e.g. within their annual report or sustainability report) and also start to view climate-related risks and
opportunities as mainstream business and investment considerations. As adoption of the TCFD Recommendations
increases as a consequence of increasingly facilitative yet stringent regulatory policies, collaborative industry-wide
initiatives as well as increasingly persistent investor activism, financial institutions would disclose more robust technical
information (e.g. various relevant metrics & targets and scenario analysis undertaken) with greater maturity and within
appropriate context.
With more complete, consistent, and comparable information for market participants, there will be increased market
transparency and credible pricing of climate related-risks and opportunities. This will eventually lead to better
management of climate risks and opportunities within and across the entire financial ecosystem. Financial institutions
are then encouraged to innovate and further enhance climate-related initiatives beyond the TCFD Recommendations.
Notwithstanding the intention to preserve the inherent flexibility that underpins the TCFD Recommendations, it may be
helpful to provide an indicative timeframe for adoption of certain recommendations contained within this Application
9

https://assets.bbhub.io/company/sites/60/2020/10/TCFD_Booklet_FNL_Digital_March-2020.pdf
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Guide. Setting such a timeframe may aid financial institutions, especially those who are at the initial stages of adoption,
in terms of guiding the rollout of their respective strategic implementation plans vis-à-vis TFCD Recommendations.
After having considered the distinctive nature of each disclosure recommendation (including the underlying policies,
processes and practices that need to be established to facilitate such disclosures, where applicable), the recommended
timeframe for implementation of all Basic Recommendations is within a period of up to 24 months. Put simply, for a
financial institution that has yet to address any of the recommendations made, the assumption is that all Basic
Recommendations could be adopted within 24 months.
As Stretch Recommendations are linked to more sophisticated underlying practices, their adoption should be dependent
upon a financial institution’s overall climate risk exposure and/or complexity of operations. Hence, each financial
institution is expected to conduct their own assessment on the extent to which they should adopt Stretch
Recommendations and the corresponding timeframe for implementation.
Acknowledgement: The Guide was prepared by the JC3 Sub Committee 2 on Governance & Disclosures as well as other
supporting institutions comprising:
Allianz Malaysia Berhad
Bank Negara Malaysia
BNP Paribas Asset Management Malaysia
Bursa Malaysia
CIMB Bank Berhad
Hong Leong Bank Berhad
Institutional Investors Council Malaysia
Kumpulan Wang Persaraan (Diperbadankan)
Malayan Banking Berhad
PricewaterhouseCoopers Risk Services Sdn Bhd
RAM Sustainability
Securities Commission Malaysia
United Overseas Bank (Malaysia) Bhd
WWF-Malaysia
Zurich (Insurance and Takaful), Malaysia
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GOVERNANCE
Within a financial institution’s framework, climate governance represents policies, roles, responsibilities and decisionmaking that are associated with managing climate-related risks and opportunities. Governance disclosures form an
integral part of an institution’s climate-related commitments and how it will achieve them explicitly, by describing the
oversight role of the board, as well as management’s role in relation to climate risks and opportunities.
TCFD encourages companies to disclose their climate governance through a phased approach. In the early phase,
financial institutions may disclose foundational elements such as the board’s oversight and management’s role in
assessing and managing climate-related issues, showcase the boards’ sustainability credentials, and disclose capacity
building conducted for board members and management on sustainability.
In the next phase, financial institutions may consider disclosing climate-related topics discussed during board meetings,
the setting up of a separate committee on climate-related matters and integrating sustainability with key performance
indicators (KPIs) of the board and top management.
The Implementation Guide presents two phases (Basic and Stretch) as follows:

A. BASIC
Recommendation G1:
Board Oversight of Sustainability and Climate-related Matters
Description

Disclose nature of Board oversight and accountability with respect to sustainability and climaterelated matters, risks and opportunities.

Guidance
Notes

Businesses have been facing calls from shareholders and stakeholders to proactively manage
environmental, social and governance (ESG) matters, including climate-related risks and
opportunities. Financial institutions, in particular, need to demonstrate how sustainability and
climate change considerations are integrated into the Board’s strategic decision-making process,
along with risk management frameworks, and financial planning.
Board oversight and accountability are crucial to driving long-term value creation and building trust.
It is important to disclose where the primary responsibility at the Board level for sustainability issues
including climate-related matters resides, for example, whether it is with the board as a whole, or
with a specific Board-level committee or sub-committee.
The Malaysian Code on Corporate Governance (MCCG) emphasizes that effective board leadership
and oversight require the integration of sustainability considerations into corporate strategy,
governance and decision making; and a well-articulated long-term strategy as well as a clear plan on
sustainability including supporting the global transition to a net-zero economy will distinguish
themselves by building the confidence of the stakeholders.

Key
1. Who has oversight responsibility of sustainability issues, including climate-related matters?
Considerations 2. Does the Board have a clear view of sustainability and climate-related risks and opportunities,
and how these are integrated into long-term strategic planning?
3. In the case of a company group, has the assessment of material sustainability and climaterelated risks and opportunities been considered from a group-wide perspective?
4. How is the Board apprised of sustainability/climate-related matters?
5. How frequently does the Board convene meetings to deal with sustainability-linked topics
including climate-related matters?
7

6. How does the board monitor and oversee progress against goals and targets for addressing
climate-related issues?
Note: For relevant example(s), please refer to Appendix A.

Recommendation G2:
Sustainability Governance Structure Including Climate-Related Matters at the Management Level
Description

Disclose management-level sustainability governance structure as well as processes for
sustainability and climate-related matters, including accountability, responsibility, and decisionmaking.

Guidance
Notes

Financial institutions should set out the structures as well as processes to ensure sustainabilityrelated (including climate-related) risks and opportunities can be identified, monitored, assessed
and managed in a timely and effective manner. In order to do this, there is a need for clear roles and
responsibilities defined at the relevant management level(s) and business units, including risk
management, corporate strategy, finance, audit and others. Relevant reporting lines for
sustainability and climate matters within the institution should be disclosed, including reporting to
the ultimate oversight body.

Key
1. What are the roles and responsibilities of the management at various levels in integrating
Considerations
sustainability and climate-related matters into business strategies and processes? Who are the
various parties involved, and how are they measured and managed to ensure alignment?
2. What are the processes for reviewing climate-related risk management and policies, managing
sustainability matters including climate-related considerations, both from the risk as well as
opportunity perspectives?
3. How does the financial institution measure, manage and monitor the progress / implementation
of sustainability as well as climate-related initiatives, e.g. through appropriate metrics and/or
against pre-set goals / targets?
Note: For relevant example(s), please refer to Appendix A.

Recommendation G3:
Sustainability and Climate-related Board Credentials
Description

Disclose sustainability and climate-related credentials, experience and individual biographies for
Board members.

Guidance
Notes

The Board plays critical role in driving long-term shareholder value, ensuring ESG risks and trends
are integrated into business strategy. This would mean that Board members need to have the
knowledge and competencies to oversee the identification, monitoring and management of
material sustainability and climate-related issues.
Board members’ sustainability as well as climate-related skills, proficiencies, and experience should
be disclosed, to instil confidence and as a signal that the financial institution is taking its material
sustainability-related matters seriously.

Key
Considerations

1. Does the board possess the relevant knowledge, expertise and experience pertaining to
sustainability as well as climate-related matters?
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2. Are ESG skills included as part of the Board skills matrix, and aligned with long-term business
strategy? Are the skills of each director, including ESG-related proficiencies disclosed?
3. Is the Board taking proactive measures to promote the diversity of skills and experience of the
Board, both in existing Board members and when considering new Board members?
4. Who is responsible for evaluating sustainability competency on the Board?
Note: For relevant example(s), please refer to Appendix A.

Recommendation G4:
Sustainability and Climate-Related Training
Description

Disclose the initiatives undertaken and training programmes conducted annually to build capacity
of Board members and management on sustainability issues including climate-related matters.

Guidance
Notes

Continuous learning and on-going training programmes are crucial to equip the Board with cuttingedge knowledge and to help them keep abreast with changes in sustainability and climate-related
developments, including climate science and regulatory changes.
Board and senior management training should be regarded as a strategic priority for the financial
institution. With comprehensive sustainability and climate-related learning programmes in place,
the Board and management will be better able to manage sustainability and climate-related risks
and opportunities faced by the institution.

Key
1. Does the financial institution have continuous learning programmes in place for the Board and
Considerations
senior management?
2. Does the financial institution disclose the focus areas of the training programmes conducted?
3. What are the specific sustainability and climate-related training programmes conducted for the
Board and senior management?
4. Do the sustainability training programmes include practical exposures such as site visits, case
studies and knowledge sharing sessions by other companies?
Note: For relevant example(s), please refer to Appendix A.

Recommendation G5:
Sustainability and Climate-related Discussions in Board Meetings
Description

Disclose the frequency of Board meetings per year in which sustainability and climate-related issues
have been a substantive agenda item, and a summary of key climate-related issues and initiatives
deliberated.

Guidance
Notes

There is increasing expectation for Boards to be proactive in evaluating key sustainability risks and
opportunities, including those related to climate change. Better transparency and consistent
disclosures would aid investors to make informed investment decisions; and for rating agencies to
more accurately evaluate material aspects of a financial institution’s sustainability performance.
There should be disclosure on the frequency of the Board discussions on sustainability, as well as
disclosure on the specific issues discussed. Disclosing sustainability issues discussed during Board
meetings is an opportunity for the Board to use transparency to promote more effective
communication with its stakeholders.

9

Key
1. How frequently does the Board/Board committee discuss climate-related issues?
Considerations 2. What are the key sustainability and climate-related matters that have been discussed and
debated at the Board level?
Note: For relevant example(s), please refer to Appendix A.

Recommendation G6:
Sustainability/Climate-linked Remuneration
Description

Link Board of Director (excluding independent directors) and top management remuneration to
performance against specified sustainability and climate-related targets.

Guidance
Notes

Based on United Nations Principles of Responsible Investment (UNPRI) recommendations,
appropriate mechanisms and structures are needed to link remuneration to directors’ (excluding
independent directors) and top management performance to ensure long-term value creation.
Specifically, directors’ (excluding independent directors) and top management performance should
be linked to sustainability and climate-related goals and/or metrics. Details of how remuneration is
linked to climate-related initiatives should be disclosed.
There are four key dimensions to consider when linking remuneration to climate-related goals
and/or metrics, which are internal and external targets; how to keep track of and measure progress
towards those goals; what time frames to use; and how to determine achievement of targets.10
Sustainability linked remuneration can include KPIs in the relevant performance scorecards which
form the basis of remuneration. Sustainability linked remuneration are applicable to management
and Executive Directors. For clarity, this requirement is not applicable to independent directors and
non-executive directors.

Key
1. Does the financial institution disclose its sustainability/climate-related goals/metrics for the
Considerations
Board and top management?
2. Does the financial institution disclose the implications of performance on sustainability/climaterelated matters on remuneration for Board and top management?
3. What specific sustainability/climate-related goals/metrics have been adopted and over what
time horizons?
4. How are these goals/metrics determined, and by whom?
5. How does the Board and top management monitor the progress towards achievement of
established goals/metrics?
Note: For relevant example(s), please refer to Appendix A.

B. STRETCH
Recommendation G7:
Separate Committee on Sustainability and Climate-related Matters
Description

10

Set up a separate committee to oversee sustainability-related matters, reporting to the Board of
Directors for all sustainability and climate-related matters.

https://www.pwc.com/gx/en/issues/reinventing-the-future/take-on-tomorrow/download/Linking-exec-pay-ESG.pdf
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Guidance
Notes

A dedicated Board committee for sustainability can provide better guidance and added focus on
climate-related and other sustainability strategies. The committee can also steer and oversee
complex strategies such as pivoting the financial institution’s business towards a low carbon
economy, while encouraging and assisting its clients and investees to do the same.
The committee’s roles and responsibilities should be clearly defined, and should include serving as
a driver, critic, as well as knowledge centre of sustainability for the institution. The Board committee
for sustainability should have a good proportion of independent directors, including directors with
relevant sustainability competencies as well as experience.
The board level committee is not necessarily required for each entity. The function can leverage a
group-level committee, particularly for country level entities and for foreign FIs. The committee
must be focused on sustainability, but can also have other related functions, such as governance.

Key
1. What are the objectives and scope of the Sustainability Committee and where does the
Considerations
committee sit within the financial institution’s overall governance structure?
2. What are the roles and responsibilities of the Sustainability Committee?
3. What is the frequency of committee meetings?
4. How would the composition of the committee be decided, including diversity in terms of
members’ skillsets, viewpoints and input?
Note: For relevant example(s), please refer to Appendix A.
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STRATEGY
Financial institutions should describe and discuss how climate-related risks and opportunities are identified, assessed
and managed. Disclosures relating to strategy should identify the type, extent/magnitude, and time scales of exposure
to material climate issues, including possible outcomes/impacts of climate-related risks and opportunities. In doing so,
the institutions should pay particular attention to providing visibility in terms of how business strategy, including financial
planning and analysis, integrates responses to such risks and opportunities. Financial Institutions should also develop
climate-resilient strategies, taking into account different climate scenarios including a 2°C or lower scenario.
Financial institutions should first identify the risks and opportunities related to climate, assess how those risks and
opportunities affect their business model and performance, and disclose their strategy and risk appetite on climate risks.
In the advanced level, financial institutions may perform climate scenario analysis to ensure climate alignment to their
values and strategy.11
The Implementation Guide presents two phases (Basic and Stretch) as follows:

A. BASIC
Recommendation S1:
Identification of Climate-related Risks and Opportunities
Description

Review the financial institution’s strategy to identify and disclose climate-related risks and
opportunities over the short-, medium-, and long- term.

Guidance
Notes

Financial institutions should identify material sustainability and climate-related risks as well as
opportunities arising from their existing operations. In addition, any planned strategies and
initiatives should be tested for climate resilience. In providing a more holistic picture, financial
institutions may also explore on how climate related issues could have a material financial impact
on the organisation and the interdependencies among the factors that affects the ability to create
value over time.
Plans and business outcomes that are not aligned with the relevant national policies and/or
international agreements such as the Paris Agreement could potentially expose the institution to
certain transition risks.
As per TCFD Recommendations, specific time frames pertaining to key risks and opportunities
depend on considerations such as the useful life of the institution’s assets, and the distinctive
natures of the climate-related risks based on sectors and geographies in which they operate.

Key
1. What climate-related risks and opportunities are material to the financial institution’s
Considerations
operations and business goals over the short-, medium- and long-term? How did the financial
institution identify such risks and opportunities?
2. Has the financial institution established or identified the relevant internal key risk
indicators/measurements to monitor and trigger actions on/responses to climate-related risks
and opportunities? Is there a policy and procedure in place for this?
3. Has the company considered or evaluated opportunities in creating sustainable financial
products and services, based on trends in relation to sustainability and / or climate change?
Note: For relevant example(s), please refer to Appendix A.
11

https://www.fsb.org/wp-content/uploads/P291020-1.pdf
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Recommendation S2:
Impact of Climate-related Risks and Opportunities
Description

Assess and disclose how climate-associated risks and opportunities could affect the financial
institution’s existing businesses, strategy, and financial planning.

Guidance
Notes

It is important that financial institutions understand and disclose the impacts of climate-related risks
and opportunities on their businesses, in terms of magnitude, timing and transmission mechanisms.
Consequently, the company should embed sustainability and climate risk considerations into its
overall enterprise risk management framework, utilising appropriate tools and metrics, for example
the impacts of climate related issues on the financial performance and position to build resilience.
The financial institution should adopt an institution-wide view of climate / environmental risk
exposures, and there should be an internal process for reviewing, managing, and monitoring
climate-related risks to ensure that appropriate and timely actions are taken to address them.

Key
1. How much effort and resources are required to manage climate-related risks and to pursue the
Considerations
opportunities identified? What skillsets are needed internally?
2. What external data or information is needed to assess climate-related risks and opportunities?
3. How often should risks and opportunities be evaluated/updated, given the rapid developments
on both science and regulations in the area?
4. Is there a transition plan (or contingency plan) in place to manage/address the impacts
identified?
Note: For relevant example(s), please refer to Appendix A.

Recommendation S3:
Strategy and Risk Appetite on Climate Change Related Risks and Sustainability Measures
Description

Disclose strategy and appetite with regard to climate-related risks and opportunities, and the
measures towards sustainability in the financial institution’s business activities.

Guidance
Notes

In the process of identifying material climate-related risks and opportunities, the institution should
clearly define and disclose their risk appetite for taking on climate-related risks, how it differs from,
and how it relates to their existing risk portfolio.
The financial institution should ensure transparency when disclosing their position/efforts
pertaining to climate-related risk management strategy and other sustainability-related matters
that reflect their strategy and business activities. For example:
(i) Acknowledging the existence of climate change issues and disclosing the institution’s
environmental impacts such as carbon footprint and energy use.
(ii) Making clear commitments/pledges to demonstrate the institution’s resolve in taking
proactive measures to address climate issues, and how such commitments/pledges are
translated into their overarching strategy and actions.
(iii) If applicable, the description of how climate-related risks and opportunities are factored
into relevant products/investment strategies, and how of the products and investment
strategies might be affected by the transition to a low-carbon economy to various assets
classes.
13

Key
1. Is the financial institution’s stance on climate change/sustainability established and clearly
Considerations
defined within their Board Charter/Risk Appetite/Internal Policy and Procedures?
2. Are sustainability and climate change incorporated in the institution’s vision and mission?
3. Are there institution-wide awareness programmes to cascade key strategies to the employees,
including focus on ESG elements?
Note: For relevant example(s), please refer to Appendix A.

B. STRETCH
Recommendation S4:
Scenario Analysis as an Opportunity to Improve Strategic Resilience and Explore Climate Vulnerabilities
Description

Perform climate-related scenario analysis to assess potential business implications of climaterelated risks and opportunities over time and under different conditions as well as related strategy
to manage these.

Guidance
Notes

Effects of climate change are likely to emerge over the medium- to long-term, but with unknown
timing and magnitude. This poses a major challenge to financial institutions in understanding the
potential impacts to business strategies and financial performance.
Climate-related scenario analysis allows financial institutions to explore a range of possible scenarios
and develop an understanding of how various physical and transition risks and opportunities may
impact business over various time periods. A scenario analysis should have the following
characteristics:
(i) Plausible – the event(s) should be possible and have a credible narrative.
(ii) Distinctive – each scenario must focus on a different combination of key factors and should be
clearly differentiated in structure, not variations on a single theme. Multiple scenarios should be
used to explore how different permutations and/or temporal developments on the same key
factors can yield different outcomes.
(iii) Consistent – each scenario should have sound internal logic. The goal of scenario analysis is to
explore the way differing combinations of factors interact, and each action should therefore
entail a reaction.
(iv) Relevant – each scenario, as well as set of scenarios taken as a whole, should contribute specific
insights into the future, especially in relation to strategic and/or financial implications.
(v) Challenging – each scenario should challenge conventional wisdom and simplistic assumptions
about the future. It should explore alternatives that will significantly change the basis for
business-as-usual assumptions.
Credible scenarios require estimates of the future such as population, economic activity, governance
structure, social values and technological advancements. These can serve as “meta-scenarios” to
provide overall context and a set of macro trends, based on which specific scenarios can be
developed.
The financial institution should disclose clear time horizons for the management of climate-related
risks and opportunities, including detailed milestones to show progress and to quantify business
impacts. Further considerations:

14

(i) There is a need to draw explicit linkages between time horizons and specific climate-related
events and risks over each time horizon. These risks should have a material impact on the
financial institution.
(ii) The description must consider the weighted average life of the financial institution’s portfolios
as well as time horizons used in internal forecasts (e.g. deferred tax assets).
(iii) The description must also consider the fact that certain physical climate impacts may manifest
over medium and longer time horizons, while others may manifest over the short-term (or are
already unfolding).
Financial institutions are encouraged to consider the following categories of climate-related risks
and opportunities when conducting scenario analysis (non-exhaustive):
(i)
(ii)
(iii)
(iv)

Market and technology shifts.
Reputational considerations.
Policy, legal and regulatory environment.
Physical (acute and chronic).

A high-level view of the approach to be used when applying scenario analysis to climate-related risks
and opportunities is as follows:
(i) Ensure governance is in place.
(ii) Assess materiality of climate-related risks to the company.
(iii) Identify and define range of scenarios which includes a range of transition and physical risks that
are relevant and material to the financial institution.
(iv) Evaluate business impact.
(v) Identify potential responses.
(vi) Document and disclose key inputs, assumptions, analytical methods, outputs, potential
management responses and communication to stakeholders and other relevant parties.
Financial institutions are encouraged to disclose the process for selection and review of scenarios,
as well as a of justification scenarios used, e.g. why the scenarios are applicable to the institution
and how they are supported by business judgment. Disruptive non-linear scenarios should also be
considered for inclusion.
1. Scenarios:
(i) Types of scenarios (e.g. based on International Energy Agency (IEA), Intergovernmental Panel on
Climate Change (IPCC), Network for Greening the Financial System (NGFS), etc.).
(ii) Description of scenario (e.g. in-house vs. industry collaboration).
(iii) Source of scenario data e.g. available data provided by the National Hydraulic Research Institute
of Malaysia (NAHRIM) on sea level rise, flood risk area etc.
(iv) High-level outcomes by scenario.
2. Variables:
(i) Commentary on alignment with existing regulatory initiatives.
3.
(i)
(ii)
(iii)

Assumptions and methodology:
Description of key scenario assumptions.
Description of segmentation methodology used across business segments.
Correlation of climate risk variables (i.e. physical and transition risks) to macroeconomic
variables.

4. Results:
(i) Firm-specific overlays, limitations and/or adjustments.
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(ii) Exposure by sector and/or geography at year-end by defined time horizons (short-, medium- and
long-term).
The financial institution should provide a report of qualitative and quantitative analysis undertaken
as well as results obtained, together with the management implications and actions taken. The
disclosure should comprise:
(i) Whether physical and transition risks are considered separately or jointly, detailing possible
interactions if possible.
(ii) Results of scenario analysis/stress testing expressed in terms of earnings or value-at-risk under
multiple climate scenarios, and in the context of financial commitments and recent year
progress.
(iii) Description of resiliency of business model and recent strategic decisions.
(iv) Client/customer resilience considerations in stress test scenarios.
(v) Firm-specific description of sector resilience through stress test scenarios, including relevant
responses.
(vi) Investment/ lending portfolio (or asset level) performance under selected scenarios.
Other potential disclosures:
(i) Prioritisation framework for managing climate initiatives.
(ii) Climate risks of different sectors in the portfolio under different climate scenarios.
(iii) Climate-related risks and opportunities by business segment or geographical region.
Key
1. What are the various relevant scenarios that are readily available? E.g. scenarios developed by
Considerations
International Energy Agency (IEA) and Intergovernmental Panel on Climate Change (IPCC) could
be used to assess future vulnerability to climate change.
2. What is the nature of climate related risk and opportunities faced by the financial institution?
E.g. climate change impacts may vary significantly depending on industry, value chain position,
customers, stakeholders, geography and/or economic sectors.
3. How might the scenario analysis results be used by investors and other stakeholders? E.g.
investors may use them to consider potential investments, plan engagement activities and to
assess future performance.
4. How much details should be disclosed? E.g. key parameters used, assumptions, analytical
choices and business impact/effects for the scenario analysis.
Note: For relevant example(s), please refer to Appendix A.
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RISK MANAGEMENT
Financial institutions should integrate climate-related risks into their existing risk management processes. The process
of integration would be distinctive to each financial institution especially considering the sheer diversity of practices and
techniques to the management of risk where some institutions may use fully integrated, enterprise-wide risk
management processes while others may use risk management processes that are more focused.
Each financial institution should disclose how it identifies, measures, monitors, manages and reports climate-related
risks. They provide important insight to how the climate-related risks are integrated within firm-wide risk management
framework(s).
(1) Process for Identifying and Assessing Climate-related Risks
Financial institutions should describe their risk management processes for identifying and assessing climate-related risks.
An important aspect of this description is how they determine the relative significance of climate-related risks in relation
to other risks.
Financial institutions should describe whether they consider existing and emerging regulatory requirements related to
climate change (e.g., limits on emissions) as well as other relevant factors considered. Financial institutions should also
consider disclosing the following:
(i) processes for assessing the potential size and scope of identified climate-related risks;
(ii) definitions of risk terminologies used or references to existing risk classification framework(s) used; and
(iii) characterisation of their climate-related risks in the context of traditional banking industry risk categories such as
credit risk, market risk, liquidity risk, and operational risk.
(2) Process for Managing Climate-related Risks
Financial institutions should describe their processes for managing climate-related risks, including how they make
decisions to mitigate, transfer, accept, or control those risks. In addition, financial institutions should describe their
processes for prioritising climate-related risks, including how materiality determinations are made.
In describing their processes for managing climate-related risks, financial institutions should address key transition and
physical risks, as appropriate.
Process for Integrating (1) and (2) into Overall Risk Management
Financial institutions should describe how their processes for identifying, assessing, and managing climate-related risks
are integrated into their overall risk management.
The Implementation Guide presents two phases (Basic and Stretch) as follows:

A. BASIC
Recommendation R1:
Process for Identifying and Assessing Climate-related Risks
Description

Disclose how the financial institution looks at existing and emerging regulatory requirements related
to climate change and other relevant factors.
Disclose the risk classification framework(s) used.
Disclose the risk terminology definitions used or existing risk classification framework(s) used.

Guidance
Notes

The financial institution should explain its adherence to, or support for, the relevant and applicable
climate-related public policies as well as regulations. In addition, it should provide clear definitions
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of risk terminologies (e.g. physical risk, transition risk, credit risk, market risk) and consider climaterelated risks in relation to existing risks.
Key
1. What kinds of climate-related risks are the financial institution exposed to?
Considerations 2. What kinds of climate-related risk exposures (e.g. flood, hurricane, technological changes) and
other emerging regulatory related to climate change should be managed in addition to other
existing risks12?
Note: For relevant example(s), please refer to Appendix A.

Recommendation R2:
Process for Managing Climate related Risks
Description

Disclose the financial institution’s risk management processes and controls.
Disclose the identities of individual(s)/function(s) responsible for oversight of climate-related risks
and its relationship with the business operations.

Guidance
Notes

The financial institution should explain how climate-related risks are managed either independently
or relative to other risks. After explaining key risk management processes and controls, the financial
institution should also outline the approaches used to enhance capabilities and incorporate climate
change risks into its existing risk management framework.
The financial institution should clearly identify the parties that are overseeing the management of
climate-related risks.

Key
1. What management processes are utilised (e.g. climate change risk inventory/taxonomy) to
Considerations
manage climate-related risks?
2. How does climate-related risks relate to other existing types of risk (e.g. mapped across existing
risks)?
3. How does the financial institution prioritise its climate-related risks and, in particular, the
process by which materiality determinations are made for strategic planning purposes?
4. Has the financial institution established the relevant risk management governance (e.g. climate
risk committees at Board level or at the level of business units) to monitor key climate risks in
relation to other existing risks?
Note: For relevant example(s), please refer to Appendix A.

Recommendation R3:
Process for Integrating (i) Process for Identifying and Assessing Climate-related Risks and (ii) Process for Managing
Climate-related Risks; into Overall Risk Management.
Description

Disclose the integration of processes for identifying, assessing, and managing climate-related risks
into overall risk management.

12 Please note

that, to address Recommendation R1 within the context of this Application Guide, FIs should provide disclosures that revolve around
climate-related risk exposures that materially impact their Malaysian operations. Moving beyond Basic, for FIs with operations that span foreign
jurisdictions as well, they are encouraged to disclose information on all reasonably foreseeable climate-related material risks that are distinctive to
their industry or the geographical areas in which the company operates. In this regard, disclosures should include sufficient and comprehensive
information that will fully inform investors of all material and foreseeable climate-related risks and potential opportunities e.g. products and
services & ability to further diversify business activities in correlations to the shift in consumer preferences.
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Disclose processes for prioritising climate-related risks, including how materiality determinations
are made within the financial institution.
Guidance
Notes

Where parts of integration of climate-related risks are still in progress, the financial institution
should provide an elaboration of its on-going plans as well as targeted completion timeframes to
fully embed identification, assessment and management of climate-related risks as part of its overall
Risk Management Framework.
Apart from integration of climate-related considerations (i.e. items (i) and (ii)) into the financial
institution’s overall Risk Management Framework (e.g. how physical and transition risks impact
overall credit and market risks) an explanation should also include how it helps in credit and
investment decision-making.

Key
1. How does the financial institution integrate items (i) and (ii) into their risk appetite framework
Considerations
and operational risk appetite statement?
Note: For relevant example(s), please refer to Appendix A.

B. STRETCH
Recommendation R4:
Process for Identifying and Assessing Climate-related Risks
Description

Disclose the financial institution’s risk management processes used to identify and assess climaterelated risks.
Disclose the financial institution’s climate-related risks and their significance within existing risk
categories such as credit, market, operational, liquidity risk.
Disclose the financial institution’s processes for assessing the potential size and scope of identified
climate-related risks.
Disclose key sectors in the financial institution’s portfolio that are identified as being highly exposed
to climate risk.
Set out the financial institution’s risk management controls or actions in managing impacts from
direct climate-related risks (i.e. through own operations).

Guidance
Notes

The financial institution should elaborate on the impacts of climate-related risks identified on its
clients and, where appropriate, by making reference to the relevant industry- and/or internationallyrecognised frameworks for identification of risks. In addition, the institution should disclose general
risk management processes used in identifying and assessing climate-related risks (alongside
existing risk factors) including determination of firm-wide vulnerability to climate change.

Key
1. Does the financial institution disclose how climate-related risks were identified (e.g. by tracking
Considerations
regulatory developments and/or engagements with stakeholders)?
2. Does the financial institution disclose the climate-related risk identification and assessment
tools used such as economic scenario planning, stress-testing, vulnerability assessment scales,
etc.?
3. Has the financial institution developed a methodology for assessing credit-rating impacts under
a 2-degree climate scenario?
19

4. If there are still climate risk-related aspects that are yet to be included/integrated into the
institution’s risk management framework, has the institution established an indicative timeline
to do so?
Note: For relevant example(s), please refer to Appendix A.

Recommendation R5:
Process for Managing Climate-related Risks
Description

Disclose the financial institution’s processes for managing climate-related risks including decisions
to mitigate, transfer, accept, or control those risks.
Disclose improvements planned/completed by the financial institution to enhance capabilities and
incorporate climate-related risks into existing risk management framework.
Conduct training and employee readiness planning as well as programmes.
Disclose how the financial institution’s customers are engaged and helped in mitigating climaterelated risks.
Use metrics and targets to monitor progress in managing climate-related risks (i.e. exposure to, and
quantification of, risk types by business segment and jurisdiction).
Set out the financial institution’s risk management controls or actions in managing impacts from
indirect climate-related risks (i.e. through activities of its clients).
Disclose the financial institution’s exposure to, and quantification of, sustainable financing.

Guidance
Notes

The financial institution should elaborate on its identified or potential climate-related risks under
transition risk and physical risk categories, then discuss how the risks identified are managed using
various management models to better understand associated impacts and to determine the
appropriate responses. It can track progress for implementation of measures and manage these
through setting of appropriate metrics and targets.
The financial institution has to align risk management processes or measures to manage climaterelated risks with existing risk management processes.

Key
1. Does the financial institution disclose the courses of action undertaken to manage climateConsiderations
related risks e.g. assigning dedicated teams to manage such risks?
2. Has the financial institution organised any relevant training and/or employee readiness planning
/programmes?
3. What is the approach adopted by the financial institution to effect improvements to the
management of climate-related risks e.g. conducting analysis, conducting enhanced due
diligence and/or provide recommendations to clients within sensitive sectors?
4. For insurers/takaful operators, what tools or instruments such as risk models are used to
manage climate-related risks in relation to product development & pricing? In addition, how
are risks generated by the rising propensity and severity of climate events being managed?
Note: For relevant example(s), please refer to Appendix A.
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Recommendation R6:
Process for Integrating (i) Process for Identifying and Assessing Climate-related Risks and (ii) Process for Managing
Climate-related Risks; into Overall Risk Management.
Description

Disclose how the financial institution has integrated climate-related risks into existing risk categories
such as credit, market, operational, insurance and liquidity risks.
Disclose how the financial institution has integrated climate-related risks into existing risk
framework(s) and/or directly into credit and investment decision-making (e.g. lending policies,
underwriting standards, risk ratings, pricing models).
Disclose the financial institution’s exposure to physical and transition risks within its operations and
business model, including concentrations of risk at portfolio and transaction levels, and by
geographical footprint.
Disclose the financial institution’s efforts in supporting clients through mitigating climate-related
risks via sustainable finance solutions.
Implement policies that restrict/divest from high-risk exposures and in line with international
commitments/frameworks.
Enhance the financial institution’s climate risk management framework to be more predictive.

Guidance
Notes

The financial institution should elaborate on the extent to which climate-related risks have been
integrated into its risk management framework(s), and where any further enhancements may be
required. This is inclusive of both transition and physical risks (e.g. consideration of how new
technologies could affect the different energy forms under Technology Risk, climate-related
exposures on credit portfolio by geographical footprint). Additionally, the financial institution should
also consider impacts of climate-related risks on existing categories of risk (e.g. how physical and
transition risks impact credit risk, market risk).
The financial institution should also disclose the integration of items (i) and (ii) by providing
descriptions of specific enhancements to existing processes (e.g. underwriting assessment, no. of
transactions approved, attestation).

Key
1. Has the financial institution conducted environmental risk (and, in particular, climate-related
Considerations
risk) assessments for new transactions and newly onboarded borrowers? If so, has the company
made in-depth disclosures in this area?
2. Has the financial institution made and/or disclosed any commitments to support clients in terms
of mitigation of physical and transition risks?
3. Has the financial institution disclosed how it embeds climate-related risks into existing risk
framework(s) such as embedding physical and transition risks to facilitate credit and investment
decision-making?
4. Has the financial institution developed sector-specific approaches to deal with
financing/insuring for sensitive/high risk sectors (e.g. specific policies or exclusion lists)?
5. Has the financial institution disclosed approaches used to ingrate items (i) and (ii) such as
descriptions of additional risk mitigation measures (e.g. new exclusion policies, updated risk
appetite statements)?
Note: For relevant example(s), please refer to Appendix A.
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METRICS & TARGETS
Financial institutions should put in place climate-related metrics and targets as a key part of their efforts in decarbonising
their financing or investment portfolios. These metrics and targets should be set in such a way that they will inform and
be informed by the institution’s governance, strategy, and risk management processes – effectively serving as the
connection between the aforementioned TCFD core elements with their respective recommended disclosures, as well
as their performance and transition plan.
To enhance transparency, each financial institution should disclose the climate-related commitments it made to
investors and other stakeholders (both internal and external) using the proposed metrics and targets in this Guide. This
will provide stakeholders with insights on how the financial institution is progressing against its commitments. Increased
transparency will also improve risk pricing which will lead to better asset and capital allocation, thereby driving change
in the real economy.
Financial institutions may also categorise the metrics and targets based on their use cases. The focus should revolve
around specific key purposes such as portfolio decarbonisation, transition finance, portfolio alignment, physical and
transition risk management, client engagement, among others. Such an approach would be helpful in scoping priorities
and providing a more holistic view of an institution’s long term, strategic action plan.
Metrics should be designed and selected based on the following guiding principles:
I.

Decision-useful
Chosen metrics should be meaningful in terms of providing adequate understanding of relevant climate risks
and opportunities, their potential financial impact and ultimately affect on decision-making in the institution.

II.

Clear and understandable
Chosen metrics should be clearly defined and articulated, and wherever possible, contextualised against
comparable peers or benchmarks.

III.

Reliable, verifiable and objective
Chosen metrics should be based on robust, science-based methodologies and free from bias and value judgment,
therefore producing more objective disclosures.

IV.

Consistent over time
This is to ensure comparability of disclosures over time. Any changes in the methodology employed or data
should be explained accordingly.

Building on the selected metrics, financial institutions should disclose and describe the targets, and report performance
against them. This should be based on the institution’s overall climate ambition with regards to its current performance,
its future goals and the transition plan to get there.
While it is widely acknowledged that certain data gaps will be a considerable challenge in implementing robust metrics
and targets, financial institutions should first start with the basic recommendations detailed in this document. In the
process of doing so, financial institutions will engage and nurture clients, thus setting a phased level of expected
disclosures from them. This will also trickle down to other stakeholders, such as rating agencies and data providers,
translating into a domino effect which will eventually pave the way in bridging the necessary data gaps.
The metrics and targets provided in this Guide are applicable to all financial institutions. However, certain metrics may
require contextualisation according to the institution’s business activities, relevant asset classes and their respective
client groups. Metrics and their methodologies may also evolve with the development of standards and framework over
time. Financial institutions are therefore encouraged to customise the metrics and targets to be fit-for-purpose while
keeping abreast with global and local development.
The Implementation Guide presents two phases (Basic and Stretch) as follows:
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A. BASIC
Recommendation M1:
Key Climate-related Metrics
Description

Recommendation M1a - GHG Emissions
Historical and current GHG Emissions (Example unit of measure – MT of CO2e).
1. Absolute Scope 1 GHG Emissions.
2. Absolute Scope 2 GHG Emissions.
3. Absolute Scope 3 GHG Emissions (at minimum on business travel and employee
commuting).
Recommendation M1b - Transition Risks
Amount and extent of assets or business activities vulnerable to transition risks (Example unit of
measure – Amount or percentage).
1. Proportion of portfolio with exposure to assets or business activities vulnerable to transition
risks:
a. Concentration of credit exposure to/investments in companies with carbon-related
assets or business activities by sector13 e.g. energy, agriculture, construction,
transportation, mining and quarrying, waste, food and forest products.
Note: While this may require assessment on the exposure’s planned strategies to
respond to transition risk and opportunities (e.g. carbon tax), the financial
institutions may leverage on existing datapoints (e.g. information/assessment to
derive CCPT classification) to ascertain the carbon intensive exposure. The
information/assessment will evolve over time based on the maturity of the FI’s
capacity in managing climate-related risk.
Recommendation M1c - Physical Risks
Amount and extent of assets or business activities vulnerable to physical risks (Example unit of
measure – Amount or percentage).
1. Proportion of portfolio with exposure to assets or business activities vulnerable to physical
risks:
a. Proportion of bank’s/insurer’s/takaful operator’s/asset manager’s own property and
operation vulnerable to physical risk such as flooding, heat stress or water stress.
Recommendation M1d - Climate-Related Opportunities
Proportion of revenue, assets or other business activities (financing & investment) aligned with
climate-related opportunities (Example unit of measure – Amount or percentage).
1. Proportion of portfolio with exposure to low carbon assets or business activities. Examples
include (non-exhaustive):
a. (Insurance) Net premiums written related to energy efficiency and low-carbon
technology.
b. Percent of resilient infrastructure in investment portfolio.
c. Proportion of clients in hybrid and electric vehicle.
d. Financing / revenues from products or services that support the transition to a
low-carbon economy.

13

FIs may start by disclosing material exposures (e.g. selected portfolio or sectors) and enhance the disclosure in tandem with the improved data
points available to the FIs over time, to produce more granular level disclosure (e.g. all portfolios or sectors in more detailed breakdown).
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e. Proportion of homes financed that are certified to a third- party, multi-attribute
green building standard.
f. Proportion of sovereign bond underwriting undertaken for countries with net zero
2050 targets.
g. Proportion of clients reporting against disclosure good practice e.g. CDP, TCFD,
SASB, CDSB.
h. Proportion of clients (lending/ securities underwriting) with explicit and credible
climate change risk mitigation plans.
i. Proportion of financing and investment in climate adaptation measures (e.g., soil
health, irrigation, technology).
j. Exposure to green activities calculated by dividing revenue from green activities of
investee companies / borrowers as defined by green taxonomy (e.g. BNM CCPT) by
total revenues of assets in portfolio/product.
Please note that financial institutions are expected to adopt and/or adapt any combination of the
above as deemed appropriate for their respective circumstances.
Recommendation M1e - Client Engagement
Client engagements on climate-related risks and opportunities (Example unit of measure –
percentage).
1. Proportion of total engagement meetings on climate risk/opportunity, broken down by
topic/theme.
2. Proportion/share of the portfolio for which engagement on climate-related
risk/opportunities has been a key topic.
Recommendation M1f - Capital Deployment
Amount of capital expenditure, financing, or investment deployed toward climate-related risks and
opportunities (Example unit of measure – Reporting currency).
1. Share of financial assets (e.g. loans/financing, investment assets) based on classification by
green taxonomy for example BNM’s Climate Change and Principles-based Taxonomy
(“CCPT”).
Recommendation M1g - Remuneration
Proportion of director and/or senior management remuneration linked to sustainability
considerations (Example unit of measure – Percentage, weighting, description, or amount in
reporting currency).
1. Portion/weightage of directors and/or senior management’s remuneration linked to
sustainability-related KPIs (e.g. investments in related products, performance against
emissions targets).

Guidance
Notes

The financial institution should disclose key climate-related metrics Additionally, the institution
should contextualise all such climate-related metrics in terms of their relationships with other
metrics, especially linking to financial indicators when possible. Relevant considerations include
(non-exhaustive):
(i) Listing and descriptions of key metrics used to measure climate-related risks and opportunities.
(ii) Descriptions should include methodology for assessing each metric.
(iii) Descriptions should contain an affirmation that the metrics are comparable and consistent
across various years and that there were no major methodological or formula changes between
years.
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(iv) If there were major methodology or formula changes between years, the report should make
this explicit and explain the rationale for the change.
(v) Association of financial metrics with climate-related metrics when possible.
(vi) Contextualisation of metrics in relationship to a specific project or target.
In relation to Scopes I, II and III GHG emissions, disclosures should include:
(i) Disclosure of methodologies used to calculate emissions, along with which gases are factored
into GHG emissions (e.g. CO2, CH4, N2O, HFC).
(ii) Disclosure of existing scope/boundary of reporting and its underlying basis.
(iii) Consistent use of absolute/relative intensity metrics to enable understanding against targets,
featuring a year-to-year comparison when possible.
(iv) Inclusion of industry-specific GHG efficiency ratios if possible.
(v) Discussion of risks pertaining to the largest source of GHG emissions.
Key
In presenting climate-related metrics and financial impacts and associated contextual
Considerations information in their disclosures, financial institutions should provide the following:
(i) Types of measurements used including whether information comes from direct
measurements, estimates, proxy indicators, or financial and management accounting
processes and standards.
(ii) Methodologies used such as the GHG Protocol for greenhouse gas emissions. Methodology
discussion for GHG emissions should include emissions factors, scope, and boundary.
Methodology discussions should also provide key business assumptions and which qualitative
or quantitative climate scenarios were used.
(iii) Changes in absolute and relative amounts over time including whether acquisitions,
divestments, or policies have affected results.
(iv) How results are connected with business units, company strategy, and financial results. Where
it aids understanding, the financial institutions should consider disaggregating information by
such categories as geographic area, business unit, asset, type, upstream and downstream
activities, source, and vulnerability of area.
(v) The criteria and indicators used to assess both the level and impact of actual and potential
climate-related risks and opportunities on operational and financial performance and position
in the reporting period and beyond (where the impact may affect planning, risk management,
and opportunity optimisation in future reporting periods).
The financial institution should also consider the provision of appropriate incentives for its
management in relation to the roles & responsibilities assumed in managing climate-related risks
and opportunities e.g. by incorporating GHG emissions / reduction targets within the
management's scorecard.

Recommendation M2:
Key Climate-related Targets
Description

Set and disclose clear climate-related targets based on recognised metrics (including cross-industry,
sector-specific metrics and/or institution-specific metrics).

Guidance
Notes

(i) Targets set should be quantitative and granular: Climate-related targets should be quantified,
where possible, especially for metrics that are fully in the financial institution’s control, such as
amount of investment in physical risk reduction. Climate-related targets should also be granular
enough to enable tracking. The table below provides illustrative examples of quantitative,
granular targets across all cross-industry, climate-related metrics.
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Source: Adopted from Task Force on Climate-related Financial Disclosures Guidance on Metrics,
Targets, and Transition Plans (2021)
(ii) Targets should be designed by giving due consideration to the financial institution’s strategy
and forecasting (and, informed by scenario analysis and climate science): Climate-related
targets should be aligned with, and supportive of, the company’s strategy and strategic goals,
and informed by appropriate forecasting and climate science.
Financial institutions should consider providing a description of how climate scenario analysis
influenced the determination of targets and broader climate strategy. For GHG reduction
targets, the financial institution should specify which temperature pathway its target is expected
to align to. The institution should consider summarising the role of scenario analysis in
developing climate-related targets and testing of resilience under various outcomes (e.g.
choosing business relevant time horizons, testing achievability, determining contribution to
business resilience).
(iii) Targets should be clearly specified: Climate-related targets should be defined clearly over time
and with appropriate baseline. The financial institution should provide clear definition of the
baseline time period against which progress will be tracked as well as adoption of a consistent
base year across targets.
(iv) Time horizon: The financial institution should disclose a defined time horizon by which targets
are intended to be achieved. There should be consistency across targets and, if feasible,
consistent with key dates tracked by climate-related organisations or regulators.
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Source: Source: Adopted from Task Force on Climate-related Financial Disclosures Guidance on
Metrics, Targets, and Transition Plans (2021)
Key
Where appropriate, targets pertaining to climate-related risks and opportunities should be set
Considerations relative to metrics described in the preceding disclosures. As additional guidance, all such targets
should include certain basic features, including:
(i)
(ii)
(iii)
(iv)
(v)

Whether the target is absolute or intensity-based.
Relevant time frame over which the target applies.
Base year from which progress is measured.
Key performance indicators used to assess progress against target.
Targets should feature the following areas relating to climate change: GHG emissions, water
usage and energy usage. It can also cover other goals, including environmental financial goals,
financial loss tolerance, avoided GHG emissions throughout entire product life cycle, and net
revenue goals from products designed for a lower-carbon economy.

B. STRETCH
Recommendation M3:
Key Climate-related Metrics
Description

Recommendation M3a - GHG Emissions
Historical, current and future GHG Emissions (Example unit of measure – MT of CO2e).
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1.
2.
3.
4.

Absolute Scope 3 GHG Emissions.
Financed/Insured Emissions by Asset Class.
Weighted Average Carbon Intensity-Portfolio Exposure to Carbon-Intensive Companies.
Physical Emissions Intensity – Volume of Carbon Emissions Per Unit of Production or Physical
Output14 .
5. Economic Emissions Intensity – Volume of Carbon Emissions Per RM of Revenue.

In addition to the above and following on from recommended Basic Metrics for this category,
additional forward-looking element/analysis to be included as Stretch – based on methodologies
such as Scenario Analysis, Trend Analysis, Sensitivity Analysis, and Simulations as well as
commitments of emissions reduction targets or climate-related targets.
Note: Aggregation of emissions reduction targets or estimated emissions of assets or borrowers.
Recommendation M3b - Transition Risks
Amount and extent of assets or business activities vulnerable to transition risks (Example unit of
measure – Amount or percentage).
1. Volume of real estate collaterals highly exposed to transition risk.
2. Distribution of borrowers/customers by climate-related risk ratings.
3. Transition risk heatmap by sector/technology / geography and materiality to portfolio or
degree of transition risk [reflecting own assessment of carbon prices, policies, corporate
strategies, etc.].
Recommendation M3c - Physical Risks
Amount and extent of assets or business activities vulnerable to physical risks (Example unit of
measure – Amount or percentage).
1. Proportion of portfolio with exposure to assets or business activities vulnerable to physical
risks:
a) Proportion of investing or financing activities vulnerable to physical risk.
b) Climate-related events that could potentially affect supply chains, outsourcing
arrangements, external service providers, and business continuity planning.
2. Number and value of mortgage loans in flood hazard/risk map.
3. For insurers/takaful operators, proportion of insuring/underwriting activities vulnerable to
physical risks (e.g. liabilities arising from increases in insurance claims).
4. Distribution of borrowers/clients by climate-related risk rating.
5. Physical risk heat map by sector/ geography [over time reflecting value chain, adaptive
capacity, corporate response, etc.].
6. Climate-adjusted Loan-to-value ratios.
7. Correlation between asset values and extreme events.
Recommendation M3d - Climate-Related Opportunities
Proportion of revenue, assets or other business activities (financing & investment) aligned with
climate-related opportunities (Example unit of measure – Amount or percentage).
1. Avoided Emissions: how client's products can help avoid GHG emissions compared to other
products.
2. Climate-related capex intensity of clients within portfolio (capex on climate solutions as %
of total capex). Note: To guide engagement and capital reallocations to best-in-sector
companies.
14

It is envisaged that disclosure guides for Malaysian businesses will be developed in 2022.
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Recommendation M3e - Portfolio Alignment
Forward-looking assessments of the convergence between the emissions profile of a portfolio, and
the sectoral decarbonization trajectory necessary to achieve climate goals.
1. Sectorial target/limit exposure to high GHG-emitting sectors (e.g. oil and gas) in financial
institution's own portfolio and client's emission reduction targets.
2. Portfolio scenario alignment, i.e. forward-looking assessments of the convergence between
the emissions profile of a portfolio, and the sectoral decarbonization trajectory necessary
to achieve climate goals, developed based on metrics such as sectoral emissions intensity,
production capacity, technology mix, originating from client-level data. An example of a
portfolio alignment tool is the Paris Agreement Capital Transition Assessment (PACTA).
3. Long-term and intermediate portfolio target setting to support meeting the temperature
goals of the Paris Agreement using widely accepted science-based decarbonisation
scenarios, e,g, Science Based Targets initiatives (SBTi), net zero standards (Glasgow Financial
Alliance for Net Zero, UN Race to Net Zero).
4. Implied temperature rise – warming metrics to quantify portfolio warning i.e. estimates the
level of future warming with which a portfolio is currently aligned, on the basis of forecasting
emissions intensities to a specific date (e.g. 2030) and then extrapolating future
temperature outcomes by 2100.
Recommendation M3f - Client Engagement
Client engagements on climate-related risks and opportunities (Example unit of measure – Amount
or percentage).
1. Engagements where positive progress has been achieved/evidenced against objectives (e.g.
by theme, on climate disclosures etc.).
2. Advanced interventions (e.g. for AMs, AGMs attended to speak on climate change,
resolutions publicly supported in advanced or co-filed).
3. Transition planning with clients that lay out a set of targets and actions supporting its
transition toward a low-carbon economy.
Recommendation M3g - Internal Carbon Prices
Price on each ton of GHG emissions used internally by an organisation (Example unit of measure –
Price in reporting currency, per MT of CO2e).
Financial institutions to consider:
1. Internal carbon price: a carbon price charged to a business activity, product line, or other
business unit based on its GHG emissions (these internal taxes or fees are similar to
intracompany transfer pricing). Internal revenues from these fees or taxes are often used
by an organization to incentivize emissions mitigation and investment in various low-carbon
opportunities.
2. Shadow carbon price, by geography: a theoretical cost or notional amount that the
organization does not charge but that can be used in assessing the economic implications
or trade-offs for such things as risk impacts, new investments, net present value of projects,
and the cost-benefit of various initiatives.
Recommendation M3h - Performance
Impact of climate-related risks or opportunities on financial performance (Example unit of measure
– Percentage, weighting, description, or amount in reporting currency).
1. Increases in revenue from new products or services from climate opportunities.
2. Increases in cost due to carbon prices, business interruption, contingency, or repairs.
3. Changes to operating cash flow from changes in upstream costs.
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4. Impairment charges due to assets exposed to transition risks.
5. Changes to total expected losses due to physical risks.
6. (Insurance/Takaful) Probable Maximum Loss (PML) of insured products (property lines)
from natural catastrophes.
7. Expected future financial impacts based on scenario analysis (e.g. climate Value-at-Risk,
climate adjusted probability of default).
8. Total expected losses under different climate scenarios.
Recommendation M3i - Financial Position
Impact of climate-related risks or opportunities on financial position (Example unit of measure –
Amount or percentage).
1. Changes to the carrying amount of assets due to exposure to physical and transition risks.
2. Changes to the expected portfolio given climate-related risks and opportunities.
3. Changes in liability and equity due to increases or decreases in assets (e.g., due to lowcarbon capital investments or to sale or write-offs of stranded assets).
Guidance
Notes

As per Guidance Notes detailed under Recommendation M1.

Key
As per Key Considerations detailed under Recommendation M1.
Considerations
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APPENDIX A
GOVERNANCE
BASIC
Recommendation G1:
Board Oversight of Sustainability and Climate-related Matters
Description

Disclose nature of Board oversight and accountability with respect to sustainability and climaterelated matters, risks and opportunities.

Example(s)

Example 1
In Maybank Group, the Board is the governing body tasked with reviewing the Group’s sustainability
strategies and performance. The Group Sustainability Council sets the Group sustainability agenda
and reports to the Group President and CEO, who deliberates and approves all key sustainability
related matters. Sound sustainability governance is further cascaded throughout the group to
various departments to operationalise the Sustainability Plan.

Source: Maybank Sustainability Report FY2020
Maybank has continuously enhanced the integration of sustainability considerations into the
Group’s strategy setting and risk management activities. Past Board reviews included reviewing the
Board’s stance on forestry and logging. For more information about Maybank’s sustainability
governance, click link here:
https://www.maybank.com/iwov-resources/corporate_new/document/my/en/pdf/annualreport/2021/Maybank_AR2020-Corporate_Book_.pdf
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Recommendation G2:
Sustainability Governance Structure Including Climate-Related Matters at the Management Level
Description

Disclose management-level sustainability governance structure as well as processes for
sustainability and climate-related matters, including accountability, responsibility, and decisionmaking.

Example(s)

Example 1
Standard Life Aberdeen embeds responsible and sustainable business practices into everything they
do in order to create long-term value for their stakeholders. The Board has oversight on overall
climate-related risks and opportunities, and are supported by various Executive Leadership Team
members.

Source: Standard Life Aberdeen: TCFD and Environment Report 2020
Standard Life Aberdeen clearly defines the roles and responsibilities of each business unit in the
implementation of its sustainability strategies.
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Source: Standard Life Aberdeen: TCFD and Environment Report 2020
For more information about Standard Life Aberdeen disclosures, click link here:
https://www.aberdeenstandard.com/docs?editionId=8add93e9-5b15-42da-a6f3-bee24b615677

Recommendation G3:
Sustainability and Climate-related Board Credentials
Description

Disclose sustainability and climate-related credentials, experience and individual biographies for
Board members.

Example(s)

Example 1
The Australia and New Zealand Banking Group Limited (ANZ) has constantly strived to have
individuals on its Board with a variety of technical skills and experiences, with the aim of ensuring
that the team’s combined skillsets contribute to its long-term success. Apart from their directors’
experiences and biographies, ANZ also publishes pertinent corporate governance-related
documents on its website, which include Board composition, selection, appointment, as well as its
Board skills matrix (as shown below).
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Source: ANZ Shareholder Centre https://www.anz.com/shareholder/centre/about/corporategovernance/

Recommendation G4:
Sustainability and Climate-Related Training
Description

Disclose the initiatives undertaken and training programmes conducted annually to build capacity
of Board members and management on sustainability issues including climate-related matters.

Example(s)

Example 1
HSBC has long prided itself for providing continuous learning and skills development for its
employees. This is to prepare the employees to meet the present and future challenges in the
financial industry.
In HSBC, the Group Company Secretary and Chief Governance Officer works with the Group
Chairman to oversee appropriate training programmes for the Board. As part of efforts to align the
bank’s strategy with sustainability-related issues, training on relevant topics have been provided to
the Board.
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Source: HSBC Holdings PLC: Annual Report and Accounts 2020
For more information about HSBC Board induction and training, click link here:
https://www.hsbc.com/-/files/hsbc/investors/hsbc-results/2020/annual/pdfs/hsbc-holdingsplc/210223-annual-report-and-accounts-2020.pdf

Recommendation G5:
Sustainability and Climate-related Discussions in Board Meetings
Description

Disclose the frequency of Board meetings per year in which sustainability and climate-related issues
have been a substantive agenda item, and a summary of key climate-related issues and initiatives
deliberated.

Example(s)

Example 1
To promote CIMB’s sustainability agenda, the Board has designated a Sustainability Sponsor to
advise and recommend to the Board appropriate business strategies from the aspect of
sustainability, and act as a sustainability advocate within the institution and externally. The Board
discusses sustainability matters on a regular basis, and discloses the matters discussed in its Annual
Report.
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Source: CIMB Annual Report 2020
Read more about CIMB Annual Report here:
https://www.cimb.com/content/dam/cimb/group/documents/investor-relations/annual-generalmeeting/2021/cimb-ar-2020.pdf

Recommendation G6
Sustainability/Climate-linked Remuneration
Description

Link Board of Director (excluding independent directors) and top management remuneration to
performance against specified sustainability and climate-related targets.

Example(s)

Example 1
HSBC’s remuneration policy covers many elements, such as base salary, annual incentives, fixed
allowances, long-term incentives, etc. Executive directors are assessed against scorecard objectives
which were developed along with the group’s strategic priorities and risk appetite, using a scorecard
that includes non-financial performance criteria, including the Environment (as shown below).
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Long-term incentive (LTI) conditions include carbon footprint reduction and sustainable finance and
investment amount.

Source: HSBC Holdings PLC: Annual Report and Accounts 2020
Read HSBC Annual Report here:
https://www.hsbc.com/investors/results-and-announcements/annual-report

STRETCH
Recommendation G7:
Separate Committee on Sustainability and Climate-related Matters
Description

Set up a separate committee to oversee sustainability-related matters, reporting to the Board of
Directors for all sustainability and climate-related matters.

Example(s)

Example 1
To embed sustainable practices into the business, UBS established a Corporate Culture and
Responsibility Committee that supports the Board of Directors in overseeing responsible conduct
and climate-related matters. The committee monitors and reviews all sustainability strategies and
activities, including the implementation and monitoring of sustainability programmes and initiatives
within the group.
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Source: UBS Website – Corporate Governance: Board Committees
Read UBS Corporate Culture and Responsibility Committee here:
https://www.ubs.com/global/en/our-firm/governance/ubs-group-ag/boardcommittees.html#corporate

STRATEGY
BASIC
Recommendation S1:
Identification of Climate-related Risks and Opportunities
Description

Review the financial institution’s strategy to identify and disclose climate-related risks and
opportunities over the short-, medium-, and long- term.

Example(s)

Example 1
NatWest Group report that shows the identification of opportunities, alongside goals and metrics in
addressing climate change:

Source: NatWest Group Plc’s Climate-related disclosures report 2020
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Read more about NatWest Group Plc’s Climate-related disclosures report 2020 here:
https://investors.natwestgroup.com/~/media/Files/R/RBS-IR-V2/results-center/19022021/2020climate-related-disclosure-report.pdf
Example 2
ING Group report that shows the identification of risks from an early stage via heatmapping exercise:

Source: 2020 ING Climate Risk Report
Read more about 2020 ING Climate Risk Report here:
https://www.ing.com/Newsroom/News/2020-ING-Climate-risk-report.htm
Example 3
HSBC Amanah sets out examples of climate risk events that could cause financial losses or impact to
their strategies, and the principal risk types most likely to be materially impacted.
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Source: HSBC Amanah, 2020
Read more about 2020 HSBC Amanah TCFD Report here:
https://cdn.hsbcamanah.com.my

Recommendation S2:
Impact of Climate-related Risks and Opportunities
Description

Assess and disclose how climate-associated risks and opportunities could affect the financial
institution’s existing businesses, strategy, and financial planning.

Example(s)

Examples of basic disclosures that show qualitative impacts on the business from the climate-related
risks identified: Example 1
British Columbia Investment Management Corporation’s (BCI) report describes the company’s
alignment towards the TCFD Recommendations in terms of identification of climate-related risks
and opportunities:
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Source: BCI’s Climate Action Plan and Approach to the TCFD Recommendations Document
For more information about British Columbia Investment Management Corporation’s (BCI) climate
action plan and the approach taken to address the TCFD Recommendations, please click here:
https://www.bci.ca/wp-content/uploads/2019/06/BCIs-Climate-Action-Plan-and-Approach-to-theTCFD-Recommendations.pdf
Example 2
ING Group Climate Risk Report shows how climate-related risks and effects could translate into
financial risks:

Source: 2020 ING Climate Risk Report
Read more about 2020 ING Climate Risk Report here:
https://www.ing.com/Newsroom/News/2020-ING-Climate-risk-report.htm
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Example 3
HSBC Amanah summarises the key categories of transition and physical climate risk, with examples
of how their customers might be affected financially by climate change and the shift to a low-carbon
economy.

Source: HSBC Amanah, 2020
Read more about 2020 HSBC Amanah TCFD Report here:
https://cdn.hsbcamanah.com.my

Recommendation S3:
Strategy and Risk Appetite on Climate Change Related Risks and Sustainability Measures
Description

Disclose strategy and appetite with regard to climate-related risks and opportunities, and the
measures towards sustainability in the financial institution’s business activities.

Example(s)

Examples of minimum disclosures that a financial institution should make to demonstrate its
stand or view with regards to sustainability and climate change matters:
Example 1
Excerpt from Allianz Malaysia’s annual report which clearly states their view and commitments on
climate-related matters:
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Source: Allianz Malaysia Annual Report 2019
Read more about Allianz Malaysia’s Annual Report 2019 here:
https://www.allianz.com.my/documents/144671/850499/ALLIANZ+ANNUAL+REPORT+2019_2804
2020.pdf
Example 2
Excerpt from Monetary Authority of Singapore’s (MAS) Guidelines On Environmental Risk
Management (Insurers) that exemplifies the actions a financial institution can do to promote
climate-related awareness and build the necessary capability:

Source: Monetary Authority of Singapore’s Guidelines for Environmental Risk Management for
Insurers.
Read more at: https://www.mas.gov.sg/regulation/guidelines/guidelines-on-environmental-riskmanagement-for-insurers
Examples of more advanced / progressive disclosures that financial institutions can make to detail
their approach and strategy in terms of mitigating sustainability and climate change challenges:
Example 3
Excerpt from AXA Group’s Climate Report 2020 that clearly defines their ESG strategy, with detailed
explanation for each of the strategy pillar in the report:
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Source: AXA Group Climate Report 2020
Read more about AXA Group’s Climate Report 2020: Renewed Action in a Time of Crisis here:
https://www-axa-com.cdn.axa-contento-118412.eu/www-axa-com%2F3800520b-ce0f-4aa7-908d3ec367b21d39_2020_climate_report_axa.pdf
Example 4
Excerpt from Citi’s 2020 TCFD Report by Citigroup that highlights the Strategy, Risk Management,
and Metrics & Target that the institution adopts to advance towards a data-driven climate strategy:

Source: Citi’s 2020 TCFD Report
Read more about Citi’s 2020 TCFD Report: Finance for a Climate-Resilient Future II here:
https://www.citigroup.com/citi/sustainability/data/finance-for-a-climate-resilient-future-2.pdf
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STRETCH
Recommendation S4:
Scenario Analysis as an Opportunity to Improve Strategic Resilience and Explore Climate Vulnerabilities
Description

Perform climate-related scenario analysis to assess potential business implications of climaterelated risks and opportunities over time and under different conditions as well as related strategy
to manage these.

Example(s)

Example 1
Allianz Group constantly evaluates climate-related risks and opportunities in their insurance and
investment business. They understand that the risks and opportunities emerging today will increase
over medium- and long-term, and that climate risk exposure will influence the ability of assets to
generate long-term value.

To manage potentially detrimental impacts, Allianz has committed to align its proprietary
investment portfolio to 1.5°C climate scenarios:
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Source: Allianz 2019 Sustainability Report
Read more about Allianz 2019 Sustainability Report here:
https://www.allianz.com/content/dam/onemarketing/azcom/Allianz_com/sustainability/documen
ts/Allianz_Group_Sustainability_Report_2019-web.pdf
Example 2
HSBC launched its internal climate stress testing and scenario analysis pilot exercise in 2020. The
exercise was performed on some of HSBC’s portfolios that were most exposed to climate risk. The
goals of this exercise were to 1) develop the foundations for its climate financial risk stress testing
capabilities; and 2) to conduct a preliminary identification of material climate risks within the
business.
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Source: HSBC Holdings plc: Task Force on Climate-related Financial Disclosures (‘TCFD') Update 2020
Read more about HSBC’s TCFD Update 2020 here:
https://www.hsbc.com/-/files/hsbc/investors/hsbc-results/2020/annual/pdfs/hsbc-holdingsplc/210223-task-force-on-climate-related-financial-disclosures-tcfd-update-2020.pdf
Example 3
UOB completed its pilot climate scenario analysis in 2020, focusing on the impact of transition risk
in its portfolio. Partnering an internationally recognised environmental consultancy firm, UOB
identified specific carbon intensive segments that were most likely to be impacted by climate
change. Subsequently, climate scenario analysis was performed to analyse the impact of transition
risk.
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Source: UOB Sustainability Report 2020
Read more about UOB’s Sustainability Report 2020 here:
https://www.uobgroup.com/investorrelations/assets/pdfs/investor/annual/UOB_Sustainability_Report_2020.pdf
Example 4
ING Bank uses the Terra approach, which is an inclusive, forward-looking and engagement-driven
approach that relies on science-based scenarios and asset level data to align sector portfolios with
the Paris Agreement.
The Climate Alignment Dashboard below shows the CO₂ intensity per sector for ING’s portfolio as
compared to the market and the relevant climate scenario.
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Source: ING Terra Progress Report 2020
Read more about the Climate Alignment Dashboard in ING Bank’s Terra Progress Report 2020:
https://www.ing.com/MediaEditPage/2020-ING-Terra-progress-report.htm
and TCFD Scenario Analysis here:
https://www.spglobal.com/marketintelligence/en/documents/trucost_tfcdscenarioanalysis_carbo
near_practiseessentials.pdf
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RISK MANAGEMENT
BASIC
Recommendation R1:
Process for Identifying and Assessing Climate-related Risks
Description

Disclose how the financial institution looks at existing and emerging regulatory requirements related
to climate change and other relevant factors.
Disclose the risk classification framework(s) used.
Disclose the risk terminology definitions used or existing risk classification framework(s) used.

Example(s)

Example 1
Société Générale disclosed its public policy engagement as adherence to regulatory requirements.

Source: Société Générale Climate Disclosure Report 2020, pg. 13
Example 2
Société Générale disclosed the identification and consideration of climate-related risks in relation to
existing risk factors and provided a summary on how climate-related risk is identified.
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Source: Société Générale Climate Disclosure Report 2020, pg. 26
Example 3
Barclays provided definitions of risk terminologies and considered climate-related risks in relation
to each of the existing Principal Risk (Credit Risk).
Note: For Barclays, processes for identifying, assessing, managing and integration of risks were
disclosed together. As such, there are overlapping disclosures for Barclays’ Identification, Assessment
and Managing Risks. Additionally, Barclays disclosed Identification, Assessment and Managing Risks
for every existing risk type (Credit Risk, Market Risk, etc.).

Source: Barclays TCFD Report pg. 17

Recommendation R2:
Process for Managing Climate related Risks
Description

Disclose the financial institution’s risk management processes and controls.
Disclose the identities of individual(s)/function(s) responsible for oversight of climate-related risks
and its relationship with the business operations.

Example(s)

Example 1
Barclays disclosed the description of risk management process and controls.
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Source: Barclays TCFD Report 2020 pg. 18
Example 2
National Australia Bank (NAB) disclosed the key committees established for oversight of its climate
risk management.

Source: National Australia Bank (NAB)

Recommendation R3:
Process for Integrating (i) Process for Identifying and Assessing Climate-related Risks and (ii) Process for Managing
Climate-related Risks; into Overall Risk Management.
Description

Disclose the integration of processes for identifying, assessing, and managing climate-related risks
into overall risk management.
Disclose processes for prioritising climate-related risks, including how materiality determinations
are made within the financial institution.

Example(s)

Example 1
UBS embedded climate-related risks into its risk appetite framework and operational risk appetite
statement. They have also developed climate-related standards in the energy and utilities sectors.
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Source: UBS SR 2020 pg. 33: Climate risk management, Climate-related standards in the energy and
utilities sectors
Example 2
UBS piloted a climate risk heatmap to take a materiality-driven approach and rates cross-sectoral
credit risk exposures to climate sensitivity, from high to low, through a risk segmentation process.
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Source: UBS SR 2020 pg. 37: Climate risk heatmap
Example 3
HSBC Amanah’s approach to climate risk management is guided by HSBC’s Group-wide risk
management framework, which follows five simple steps: define and enable, identify and assess,
manage, aggregate and report, and govern.
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Source: HSBC Amanah, 2020

STRETCH
Recommendation R4:
Process for Identifying and Assessing Climate-related Risks
Description

Disclose the financial institution’s risk management processes used to identify and assess climaterelated risks.
Disclose the financial institution’s climate-related risks and their significance within existing risk
categories such as credit, market, operational, liquidity risk.
Disclose the financial institution’s processes for assessing the potential size and scope of identified
climate-related risks.
Disclose key sectors in the financial institution’s portfolio that are identified as being highly exposed
to climate risk.
Set out the financial institution’s risk management controls or actions in managing impacts from
direct climate-related risks (i.e. through own operations).

Example(s)

Example 1
Société Générale provided disclosures of how climate-related risks have been integrated into its
existing risk categories such as credit, market, operational, insurance and liquidity risks. Société
Générale has also provided comprehensive disclosures for each existing risk categories with
corresponding physical and transition risks.
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Source: Société Générale Climate Disclosure Report 2020, pg. 27

Example 2
UBS tested a methodology that combines quantitative bottom-up borrower-level analysis with topdown portfolio segmentation to analyse for credit-rating impacts under a 2-degree climate scenario,
for their Power utilities and Oil & gas portfolios.
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Source: UBS SR 2020 pg. 35: UNEP FI TCFD Working Group for Banks
Example 3
Barclays disclosed the identification of impacts of climate-related risks on the bank’s portfolio and
made reference to industry or internationally-recognised frameworks for identification of risks
(please refer to elevated risk sectors in illustration below).
Note: For Barclays - processes for identifying, assessing, managing and integration of risks were
disclosed together. As such, there are overlapping disclosures for Barclays’ Identification, Assessment
and Managing Risks. Additionally, Barclays disclosed Identification, Assessment and Managing Risks
for every existing risk type (Credit Risk, Market Risk, etc.).
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Source: Barclays TCFD Report pg. 17

Example 4
Société Générale disclosed the identification of impacts of climate-related risks on the bank’s
portfolio and made reference to industry or internationally-recognised frameworks for identification
of risks.
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Source: Société Générale Climate Disclosure Report 2020, pg. 30
Example 5
Société Générale disclosed its step-by-step approach as well as processes for assessing climaterelated risks.
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Source: Société Générale Climate Disclosure Report 2020
Example 6
Société Générale disclosed evaluation undertaken by the appropriate governance function(s) and
results of assessment of climate-related risks based on a vulnerability assessment scale.
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Source: Société Générale Climate Disclosure Report 2020, pg. 31 and 32
Example 7
UBS disclosed how they used climate stress-testing to identify, measure, monitor, manage and
report on climate-related risks.
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Source: UBS SR 2020 pg. 34: Scenario Analysis
Example 8
Société Générale disclosed its key risk management processes and controls and set out risk
management controls or actions in managing impacts from direct climate-related risks (i.e. via its
own operations).
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Source: Société Générale Climate Disclosure Report 2020

Recommendation R5:
Process for Managing Climate-related Risks
Description

Disclose the financial institution’s processes for managing climate-related risks including decisions
to mitigate, transfer, accept, or control those risks.
Disclose improvements planned/completed by the financial institution to enhance capabilities and
incorporate climate-related risks into existing risk management framework.
Conduct training and employee readiness planning as well as programmes.
Disclose how the financial institution’s customers are engaged and helped in mitigating climaterelated risks.
Use metrics and targets to monitor progress in managing climate-related risks (i.e. exposure to, and
quantification of, risk types by business segment and jurisdiction).
Set out the financial institution’s risk management controls or actions in managing impacts from
indirect climate-related risks (i.e. through activities of its clients).
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Disclose the financial institution’s exposure to, and quantification of, sustainable financing.
Example(s)

Example 1
UBS provided disclosures on how they engaged and helped clients in mitigating climate-related risks.

Source: UBS SR 2020 pg. 38-39: Protecting our clients’ assets, Engagement & Climate-related
opportunities
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Example 2
Barclays disclosed that they provided training and employee readiness planning and programmes
(e.g. training for Environmental Risk Team as illustrated below).

Source: Barclays TCFD Report 2020 pg. 18
Example 3
Barclays disclosed the exposure ($/%) and quantification of risk types by business segment and
jurisdiction.

Source: Barclays TCFD Report 2020 pg. 31
Example 4
Société Générale disclosed their risk management controls or actions set out in managing impacts
from indirect climate-related risks (i.e. through activities of its clients).
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Source: Société Générale Climate Disclosure Report 2020, pg. 37 and 38
Example 5
Société Générale disclosed the quantification of sustainable financing as part of managing the
transition to a low carbon future.
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Source: Société Générale Climate Disclosure Report 2020, pg. 53
Example 6
Société Générale disclosed its process for identifying and managing climate-related risks, particularly
transition risks.
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Source: Société Générale Climate Disclosure Report 2020, pg. 29
Example 7
Barclays provided a description of impacted risk management processes and controls, including a
description of improvements planned/completed to enhance its capabilities and incorporate
climate-related risks into existing risk management framework.

Source: Barclays TCFD Report 2020

71

Recommendation R6:
Process for Integrating (i) Process for Identifying and Assessing Climate-related Risks and (ii) Process for Managing
Climate-related Risks; into Overall Risk Management.
Description

Disclose how the financial institution has integrated climate-related risks into existing risk categories
such as credit, market, operational, insurance and liquidity risks.
Disclose how the financial institution has integrated climate-related risks into existing risk
framework(s) and/or directly into credit and investment decision-making (e.g. lending policies,
underwriting standards, risk ratings, pricing models).
Disclose the financial institution’s exposure to physical and transition risks within its operations and
business model, including concentrations of risk at portfolio and transaction levels, and by
geographical footprint.
Disclose the financial institution’s efforts in supporting clients through mitigating climate-related
risks via sustainable finance solutions.
Implement policies that restrict/divest from high-risk exposures and in line with international
commitments/frameworks.
Enhance the financial institution’s climate risk management framework to be more predictive.

Example(s)

Example 1
Société Générale disclosed the identification of physical risks on credit risk using scenario analysis.

72

73

Source: Société Générale Climate Disclosure Report 2020, pg. 33 and 34
Example 2
Société Générale disclosed the identification of physical risks on credit risk using scenario analysis
to determine concentration of risks on geographical footprint.
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Source: Société Générale Climate Disclosure Report 2020, pg. 33 and 34
Example 3
Barclays disclosed its efforts in supporting clients through mitigating climate-related risks via its
sustainable finance solutions (integration of climate-related considerations into its financing and
investing).

Source: Barclays TCFD Report 2020 pg. 11
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Example 4
Société Générale disclosed implementation of policies that restrict/divest from high-risk exposures
and in line with international commitments/frameworks.

Source: Société Générale Climate Disclosure Report 2020, pg. 38
Example 5
Société Générale disclosed its commitment to support clients through mitigating climate-related
risks via its sustainable finance solutions (integration of climate-related considerations into its
financing and investing).
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Source: Société Générale Climate Disclosure Report 2020, pg. 42 and 44
Example 6
Barclays disclosed pertinent details relating to financing activities for sensitive/high risk sectors.
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Source: Barclays TCFD Report 2020 pg. 3
Example 7
Barclays provided description of how climate-related risks have been integrated into credit and
investment decision-making (e.g. lending policies, underwriting standards, risk ratings, pricing
models).

Source: Barclays TCFD Report 2020 pg. 18
Example 8
Société Générale disclosed how they embed climate-related risks into existing risk framework which
facilitates credit and investment decision-making.

Source: Société Générale Climate Disclosure Report 2020, pg. 28
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Example 9
Barclays disclosed on how climate-related risks have been integrated into existing risk categories
such as credit, market, operational, treasury and capital risks.

Source: Barclays TCFD Report 2020 pg. 16
Example 10
Société Générale disclosed on how climate-related risks have been integrated into existing risk
categories such as credit, market, operational, insurance and liquidity risks. SG has also disclosed
comprehensively for each existing risk categories, what are the physical and transition risks.
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Source: Société Générale Climate Disclosure Report 2020, pg. 26-27
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