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The objective: Help mainstream the

co n s i d e ratio n Of n atu re- re I ated riSks Figure 9. Exposures and eco-systemic dependencies of the Mexican

across the NGFS,
climate-related risks.

together with

Key deliverables include:

1. A conceptual framework on
nature-related risks that central
banks and supervisors can utilise
to develop policies and actions

on nature-related issues

specific recommendations
towards the development of
nature-related scenarios that
should be consistent with the
NGFS climate scenarios while
acknowledging for specific
features of nature-related risks

Why NGFS is working on nature?

Growing evidence base on nature-related financial risk
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Figure 2. Percentage of Malaysian banks' commercial loans to sectors with hig
scores on noture-related risk dimensions
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What will the beta conceptual framework look like?

the degradation of nature,
including its biodiversity, and the

ecosystem services that flow from
it; or

Nature-related financial risks refer
to the expected or potential negative
impact on economies, individual

financial institutions and financial
systems that results from:

the misalignment with actions

Endogenous risk (impact of
financed activities on nature)

Nature

Degradation of nature

and its ecosystems
driven by: Physical risk
- Land use change =
L Loss of ecosystem services, e.g.:
- Overexploitation Provisions [fsh, timb
- Climate change - ‘r.owsmns[r;: , timber, energy)
_ Pollution - Climate, surface temperature

- Invasive allen spedies and hydrological cycle regulation

-

- Water capture and filtration

- Soil quality

- Hazard protection from storms
and floods

- Habitat, species and biodiversity
intactness

S 2

Transition Risk

Adjustments to actions aimed at
protecting or restoring nature, e.g.
via changes in:

- Regulation/policy

Sources
of risk

—)

Risks from
dependency
on nature

m—)

Risks from

Feedback between economy
and financial sector

Contagion within
financial system

Economic risks and
transmission channels

Microeconomic impact on
businesses and households, e.z.:
- Business disruption, lower

Credit Risk

- Increases in defaults
- Collateral depreciation

profits i
- Resource scarcity, higher prices Market risk
- Stranded s o - Repricing of assets
- Reconstruction and replacement _ Firesales

- Reduced human health and/or
labour productivity

Regional/sectoral

Underwriting risk

1I

Increased insured losses
- Increased insurance gap

Liquidity risk

Macroeconomic impacts, e.g. via
impacts on:

- Inflation

- Productivity

- Shortages of liquid assets
- Refinancing risk

Operational risk

aimed at protecting or restoring Gttt || oo omptmotons
nature_ - Sociu-economicchanﬁes
Three phases to assess nature-related financial risk
4 N 4 N 4 N
. 1.2. Evaluate 1.3. Assess risk to,
1.1. Identify . L
i economic risks from and within
sources of physical o ) .
L : and transmissions the financial
and transition risk
channels system
\_ ) \_ ) \_ )
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Timeline of work till early 2024

By June 2023
Beta version of conceptual .
framework .

By Q4 2023/Q1 2024

Technical document on nature-related scenarios
Refined version of conceptual framework

:

v’ Refining conceptual framework

v Developing technical document on nature-related scenarios
v' Gap analysis to mainstream nature-related considerations into NGFS WS
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