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1. Status of Climate Risk Reporting
Céline De Waele, Senior Manager - EY

The EY Global Climate Risk Disclosure Barometer
provides a snapshot of disclosures of over 500
companies across sectors in 18 countries

Background
Climate Risk Disclosure Barometer

About the study

How are your climate change disclosures revealing
the true risks and opportunities of your business?

Examines disclosures of 56 companies
(BEL 20, other listed and non-listed)

Selected Sectors

Number of companies
assessed

10 exposed sectors

Food & Beverage

9

Bank & Asset managers

6

Insurance

3

Manufacturing

11

Real estate

4

Transport

4

Health, Retail and
Consumer goods

6

Technology

5

Chaired by Michael Bloomberg + 31 TCFD members

Telecom and Services

4

Recommendations released in 2017

Holdings

4

By February 2020, endorsed by more than 1,000 Global Organizations

Total

56

2019 – 2018 reporting year
Disclosures made in Annual, CSR, CDP Reports and company websites
Scoring of the TCFD recommendations

Page 5

TCFD: Structured in four key areas
TCFD
thematic
areas
Governance

TCFD recommended disclosures
a. Board oversight
b. Management’s role

Strategy

a. Climate-related risks and opportunities
b. Impact on the organization’s businesses, strategy, and financial
planning
c. Resilience of the organization’s strategy

Risk management
Risk
Management

a. Risk identification & assessment processes
b. Risk management process
c. Integration into overall risk management

Physical Risks

Transitional Risks

Metrics &
Targets

a. Climate-related metrics in line with strategy and risk management
process
b. Scope 1, 2, 3 GHG metrics and the related risks
c. Climate-related targets and performance against targets
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Findings
Climate Risk Disclosure Barometer

Overall results
Many companies are aware of
the challenges related to
climate change
There is room for improvement,
especially in terms of quality of
disclosures. The overall score of
31% shows that the level of
detail of information is still
limited.
Although companies are
including climate change risks
in their reports, they are
struggling to disclose how
climate change may impact
their business and how they
should respond

Breakdown by TCFD component
Coverage

Overall 66%
score

Quality scores across the four elements of
the TCFD recommendations

Quality

31%

Governance Quality

32%

Risk management

Quality

28%

Strategy

Quality

Metrics &
targets

Quality

27%

36%
8

Average result per sector
Banks and Asset managers
Food and beverage
Health, retail and consumer goods
Holdings
Insurance
Manufacturing
Real estate
Technology
Telecom and Services
Transport
0%

5%

10%

15%

20%

25%

30%

35%

40%

Sectors with the most significant exposure to transition risk generally scored higher. These include
Real Estate, Banks and Technology & more widely sectors with:
►

High emissions

►

Direct exposure to fossil fuel supply chains

►

Accessible low-carbon substitutes

45%

50%

The quality of information
disclosed varies significantly
within the sectors.

9

Manufacturing

Manufacturing

Governance

Quality

Strategy

Quality

Risk
management

Quality

Metrics and
targets

Quality

33%

24%

Quality

34%

39%

39%
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What does the
study tell us?

Observations and recommendations
Embedding climate risks in company strategies
Climate change is being acknowledged, but climate risk
factors are not structurally embedded into the overarching
company strategy and risk management system.

Alignment between material risks and climaterelated metrics
Overall, the assessed companies disclose some climaterelated metrics, but often not fully linked to the material
climate-related risks they are exposed to.

1
3
5

2
4

The importance to keep the focus on climate change
in a COVID-19 reality
However impacting the COVID-19 crisis is, climate change
remains one of the most pressing economic and
environmental and social challenges globally.

Assessment of the financial impact of climate risks
through scenario planning
The majority of companies have yet to report on the
potential financial impact that different climate scenarios
could have on their business, strategy and financial
planning. The ones that do, do it mostly in qualitative way.

Standardization of the information in corporate
reports
For the majority of the companies included in the study we
identified disparity between the disclosures made in the CDP
reports and their broader corporate communication.
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2. Overview Best Practices
Bart Vercauteren, Director - DELOITTE

Governance
Galp – Portuguese oil and gas company

14

Governance
Cofinimmo – Belgian real estate company

15

Strategy
Danone – French food products company

16

Strategy
Cofinimmo – Belgian real estate company

17

Risk Management
Fujitsu – Japanese IT and equipment company

18

Risk Management
Telenet – Belgian telecom company

19

Metrics & Targets
BASF – German chemicals company

20

3. Climate Scenario Analysis
Reinout De Clercq, Director – PwC

February 2021

Why is a climate scenario analysis important?
Climate Strategy
The world’s impact on me

Products & customers
Own operations

My impact on the world

Risk

Opportunities

Impact

“How will transition
and physical climate
risks affect my
business?”

“Which new
business
opportunities can I
capture?”

“How can I costefficiently reduce my
climate impact in line
with the Paris
Agreement?”

Supply chain
Wind

TCFD focus

SBT focus

Measure – Analyze – Monitor – Report - Communicate
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Measuring and analyzing climate risks, opportunities & impacts
are the start of a climate strategy
Climate Strategy
The world’s impact on me

Physical

Risk & Opportunities

Products & customers

Drought

Own operations

Heat

Supply chain

Flooding
& Sea
level

Transition

Risk & Opportunities

My impact on the world

Footprint

Emissions Scope 1-3

SBTi

Calculate Targets

Technology
Extreme
weather
events

Legislative
changes &
regulation

Improve data quality

Operationalize

Market

Wind

TCFD focus

SBT focus

Measure – Analyze – Monitor – Report - Communicate
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Climate-related physical & transition risks and opportunities affect
performance
Physical Risks (and Opportunities)

Transition Risks (and Opportunities)

Technological
innovation &
market changes
(e.g. energy
transition)

Policy &
regulation
changes

•
•
•
•

Litigation

Flooding,
storms &
hurricanes

Drought,
heat &
wildfires

Increasing
average
temperatures

Sea level
rise

Financial Implications
Changes in demand for products/services
Changes to asset and management strategy
Changes in resource and input prices
Supply chain disruptions

•
•
•
•

Production and operational disruptions
Physical damage to assets
Rising insurance costs
Additional assets to enable energy transition
Source: PwC based on CICERO
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TCFD recommends in three of four of its building blocks to use
climate scenarios to analyse climate impacts
TCFD building blocks

1. Governance
The governance of the company with regard to
climate-related risks and opportunities.

2. Strategy
The actual and potential impact of climate-related
risks and opportunities on the company's
business, strategy and financial planning.

3. Risk Management
The processes used to identify, assess and
manage climate-related risks.

4. Metrics and Targets
The metrics and targets used to assess and
manage relevant climate-related risks and
opportunities.

1. Governance

2. Strategy

3. Risk Management

Scenario-based risk and opportunity analysis

4. Metrics and
Targets

•

Based on financial KPIs in annual financial reporting

•

Short-, Medium- and Long-term

•

Regional differentiation (if sufficient)
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affected by scenario
analysis
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Scenario analysis helps companies test the resilience of their business
and portfolio strategies
A scenario describes different possible future worlds …

Scenario analysis tests the resilience of a company’s or
portfolio’s strategy against various climate-related
scenarios, including a scenario of 2 °Celsius or lower. A
company’s adaptive capacity is included in our
assessment.

External sources
such as IEA,
Greenpeace, etc.

Scenario analysis best practice

•

Solicit decision-useful, forward-looking
information on financial impacts, i.e. look at
material risks and opportunities and material
risk/opportunity drivers

•

Strong focus on risks and opportunities
related to transition to lower-carbon economy

•

Choose several scenarios, at least one of
which should be 2°C or below

•

Understand the inherent assumptions the
scenarios are taking

•

Be clear about that this is a scenario analysis –
not a sensitivity-analysis, a stress-test, etc.

Source: EFRAG (2020) How to improve
Climate-Related Reporting – A Summary of
Good Practices from Europe and Beyond

Scenarios have no probability
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Scenario analysis give an answers about the potential effects of
climate change on the performance of sectors and companies
Provides forward-looking
financial assessment of
climate-related risks and
opportunities

Which climate
scenarios are most
relevant for me?

Fundamental and marketbased modelling of scenario

impacts ensures covering
macroeconomic and sectorspecific demand, price,
technology and regulatory
impacts in a consistent,
integrated manner

Climate Scenario Analysis

How could I (my customer)
operate and optimize
financially under such a
scenario?

Source: Global Carbon Project

How might the world I am (my
customer is) operating in change:
Regional demand, technology mix,
input prices, …

How will my emissions
develop relative to my
competiors?

Which investments would I (my
customer) need to perform and how
much will they cost (own 2 °C, and
within a sector 2 °C pathway)?

How would my EBITDA change relative
to my competitors? Would that imply
different lending/ financing conditions?
How can I shield myself from that risk/
how do I best communicate?

enables a more true and fair
view on the specific risk position
as it takes the adaptive capacity
of companies into account
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Much is uncertain, but it is certain that some form of climate-related
risks will materialize

01

More Physical Risks
If we do not contain climate change, physical risks will
materialize.
Drought

02

Flooding
& Sea
level

Heat

Extreme
weather
events

Wind

More Transition Risks
If we embark on a transition path, transition risks will
materialize. An orderly transition is preferred over an
abrupt and disorderly transition.
Technology

Legislative
changes &
regulation

Market

Source: Global Carbon Project
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Different temperature pathways are
characterized by different carbon budgets
Scenario Selection

Characteristics of and sources for different scenarios

Source:
Fuss, S., et al, 2014. Betting on Negative Emissions. Nature Climate Change 4, 850-853

•

Emissions are a prime driver of rising global temperatures and
central to policy, regulatory, market, and technology responses to limit
climate change.

•

Scenarios have a constraint to limit greenhouse gas (GHG)
emission to a given carbon budget that corresponds to keeping global
warming to a certain temperature limit.

•

Physical climate scenarios: The Representative Concentration
Pathways (RCPs) presented by the Intergovernmental Panel on Climate
Change (IPCC) describe possible projections of atmospheric GHG
concentrations leading to different temperature outcomes

•

Transition climate scenarios: Scenarios by International Energy
Agency (IEA) base their carbon budget assumptions on IPCC. As an
integrated energy system model, they cover the supply, transformation
and use side of energy systems with granularity to sectors (i.e.
transportation, households, industries) and geographies overtime.
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Choose relevant scenarios

Example: The installed capacity is significantly varying in different scenarios
Example: Electricity
Installed Capacity [GW]

Electricity Generation [TWh]
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IEA 6DS Scenario
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Sources: IEA ETP 2016 and IEA ETP 2017
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5-step process to align with the TCFD recommendations
1

2
TCFD readiness
assessment

Main
question

Activities

To which extent do I
currently fulfill the TCFD
recommendations?

Analyze current public
disclosure and internal
processes against TCFD
recommendations

3
Qualitative climate
impact
assessment

4
Quantitative
scenario modelling

How will my business be
affected by transition and
physical risks and
opportunities?

What are the potential
financial risks and
opportunities based on
different climate scenarios?

Qualitative analysis of
physical climate risks in
own operations and value
chain

Quantify financial impact of
physical risks to own
operations
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5
Strategic
implications
How resilient is my
organization’s strategy to
climate change and how
should I respond?

TCFD reporting

How do I best
communicate my TCFD
results?

Activities to be
determined based
upon step 1 to 3

February 2021

The first step is to conduct a TCFD readiness assessment
Main activities in step 1:

Example outputs

Illustrative

Obtain view on your TCFD readiness
and gaps

•
•
•

Analyzing available documentation,
implemented processes and current
public disclosures
Identify and assess data availability
(incl robustness)
Identify gaps and priority areas
requiring attention
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The second step is to enhance your climate scenario
understanding and derive qualitative business impacts
Main activities in step 2

Example outputs

Obtain a qualitative understanding of the relevant climate
business impact.

Output example A: Examples of potential impact of physical risks and opportunities

•

•
•

Illustrative

Select two to three climate scenarios and identify
climate-related leading hazards for climate
performance (e.g. flood, storms, tropical cyclones etc.)
as basis for analysis of qualitative business impacts and
quantitative financial impacts per production site
Determine physical risks covering chronic (e.g.
temperature, water stress, sea level rise) and acute
hazards (e.g. floods, heat, droughts, storm).
Establish a climate-related risk & opportunities
materiality heat map (order of magnitude) along own
operations and value chain in line with TCFD
recommendations.

Output example B: Climate-related impacts in order of magnitude in a results heatmap
for selected points in time
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Deep-dive on agriculture: Impact mechanisms apply across
the value chain
Example

Farmers
and
growers
Risk
drivers

Key
questions

Value
added

• Physical risks
may affect
output and price

How dependent
am I on current
sourcing
locations and
crop types?

Food
producers/
processors

Trading
companies

• Supply chain
risks / costs
• Rising feed /
energy / water
prices

• Impacts on
the margin
position
• Supply /
demand risks

Will I be more
costly than
competitors?

Retail
• Supply chain
risks / costs
• Rising energy
prices
• Property value

Do I need to drift my trading position if:
- carbon tax come into play?
- a (well below) 2°C scenario kicks in?

Customer
• Product claims
• Changes in
product / dietary
preferences

Do I have any
litigation risks
and to what
extent?

• Understand key impact mechanisms of climate scenario-related risks and opportunities along the value chain
• Evaluate climate-related risks and opportunities in financial terms
• Materiality-centered engagement based on a clear differentiation of sector- and company characteristics which
allows understanding the own competitive position
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The third step is to model and quantify potential
financial impacts based on chosen scenarios
Main activities in step 3

Example outputs – physical risk

Obtain a quantitative understanding of the relevant climate business
impacts, including the uncertainty associated to the results

Output example A: Financial impact heatmap per scenario, hazard and point in time

•
•
•
•

Illustrative

Model and quantify potential financial impact from physical climate
risks on production sites – using either country-level (Option 3a) or
site-level (Option 3b) future hazard data
Deep dive in material hazards for highest risk production sites,
including uncertainty bands from Global Climate Models (GCMs)
Summarize financial impacts in heatmaps per production site for
the chosen scenarios and points in time, enabling the identification of
physical risk drivers

Output example B: Overview of uncertainty associated to the results given current
uncertainty bands in GCMs

If relevant, extend entire step to key supplier sites
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The third step is to model and quantify potential
financial impacts based on chosen scenarios
Main activities in step 3

Example outputs – physical risk

Obtain a quantitative understanding of the relevant climate business
impacts, including the uncertainty associated to the results

Output example A: Financial impact heatmap per scenario, hazard and point in time

•
•
•
•

Illustrative

Model and quantify potential financial impact from physical climate
risks on production sites – using either country-level (Option 3a) or
site-level (Option 3b) future hazard data
Deep dive in material hazards for highest risk production sites,
including uncertainty bands from Global Climate Models (GCMs)
Summarize financial impacts in heatmaps per production site for
the chosen scenarios and points in time, enabling the identification of
physical risk drivers

Output example B: Overview of uncertainty associated to the results given current
uncertainty bands in GCMs

If relevant, extend entire step to key supplier sites
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Illustration of Deep-dive on steel sector: Today’s production portfolio in
an ambitious 2°C climate scenario
EBITDA developments from steel production up to 2050 in relation to 2018 status
Steel producer A
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113%

110%

100%
EBITDA [100% in 2018]
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110%

144%

93%
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99%
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80%
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30%
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20%

20%

20%

10%

10%

10%

0%
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S. AMERICA + S. AFRICA

EAF

DRI

2050

N. AMERICA

0%
2018

EUROPE

• Company C earnings could rise by 33% to
2050 as a result of a long-term BOF
divestment strategy, towards DRI-based
steel production (ACT) and can turn highly
profitable for company C

50%

40%

2030

68%

60%

30%

2020

89%

70%

• Company A is transitioning to a
regionally and technologically diverse
(BOF, EAF & DRI) asset base that makes
it resilient to climate change scenarios
• Company B earnings from its steel
division could fall until 2030, due to a lack
of regional and technological diversity.
Economic use of CCS technology (w/o
hydrogen) only in a time window from 2030
to 2040

100%

90%

40%

2018

133%

130%
119%

EBITDA [100% in 2018]

150%

Comment

Steel producer C

Steel producer B

2020

2030
Country X

2050

2018

2020
Country Y

2030

2050
Country Z

BOF
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Six financial impact modelling steps enable financial impact
assessments
Transition drivers

2 Asset Level Data

1 Scenario Data

Drivers of Change

3 Risk Mitigation Measures

Physical drivers

Regulation

Heating

Technology

Flooding

Market

Storms

Litigation
Reputation

Prices

Rising sea
level

Holistic narratives
Holistic XXXXXXX
Holistic XXXXXXX

$/bbl

+KPI (e.g. CO2-intensity)
Financial asset data

demand
Feedback loop to
check consistency
of narratives

Potentials + Costs
Adaptive capacity

5 Market Development
Supply Costs

4 Asset Development

companyand assetspecific

Earnings

6 TCFD Reporting
Income Statement
Revenues
Expenditures

Cash-Flow
Statement
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Balance Sheet
Assets and Liabilities
Capital and Financing
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Thank You

