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Agenda
1. Climate risk and global financial stability

2. Regulators and policy signals
3. Market responses

We'll be answering questions throughout the
webinar. Please submit them at any time with
the Q&A button.




Climate risk and
global financial
stability




How climate change physical risk impacts financial stability

The financial sector is exposed to climate disasters through Second, the shifts in expectations and attention about future
two channels: First, current climatic disasters affect credit, climatic disasters can affect asset values today
underwriting, market, operational and liquidity risks
Channel 1: Current climatic disasters Channel 2: Future climatic disasters )
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https://www.imf.org/en/Publications/GFSR/Issues/2020/04/14/global-financial-stability-report-april-2020

Financial stability concerns

POSITIVELY GREEN: MEASURING CLIMATE BREAKING THE CLIMATE-FINANCE DOOM
CHANGE RISKS TO FINANCIAL STABILITY - LOOP - Report by Finance Watch

Report by European Systematic Risk Board

o
T

Finance Watch

Positively green:
Measuring climate change
risks to financial stability

June 2020

Breaking the climate-finance
doom loop

How banking prudential regulation can tackle the link
between climate change and financial instability

A Finance Watch report

* | European Systemic Risk Board
» urapean System of Financial Supervision

June 2020
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https://www.finance-watch.org/wp-content/uploads/2020/06/Breaking-the-climate-finance-doom-loop_Finance-Watch-report.pdf
https://www.esrb.europa.eu/pub/pdf/reports/esrb.report200608_on_Positively_green_-_Measuring_climate_change_risks_to_financial_stability~d903a83690.en.pdf

Regulators and
policy signals




Climate risk and monetary policy - NGFS

Climate risks Impacted variables

Source: Report from NGFS
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https://www.ngfs.net/sites/default/files/medias/documents/climate_change_and_monetary_policy_final.pdf

Stress tests and scenario analysis

Canada: Bank of Canada
publishes climate
scenario analysis for the
global economy with
plans to develop Canada-
specific scenarios for
future stress testing

Network for Greening
the Financial System:
The global network of
central banks and
supervisors releases
climate scenarios for use
by banks and regulators
to assess impacts of
climate risk

Switzerland: Swiss
Financial Market Supervisory
Authority announces its pilot
climate stress tests on two
large banks

France: Bank of France
publishes its analytical
framework for conducting
climate transition stress test

United Kingdom: Bank of England delays climate
stress testing plans to 2021 but urges banks and
insurers to not become complacent, instead asking
them to use the additional time to build internal
resources

Singapore: Central bank
publishes draft rules for
financial institutions on
managing climate-related
risks

2020 Mantle314 Inc. All rights reserved.
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https://www.bankofcanada.ca/2020/05/staff-discussion-paper-2020-3/
https://www.bankofengland.co.uk/prudential-regulation/publication/2020/pra-statement-on-prioritisation-covid19
https://www.ngfs.net/sites/default/files/medias/documents/ngfs_climate_scenarios_final.pdf
https://www.mas.gov.sg/news/media-releases/2020/mas-consults-on-environmental-risk-management-guidelines-for-financial-institutions
https://publications.banque-france.fr/en/climate-related-scenarios-financial-stability-assessment-application-france
https://www.finma.ch/en/news/2020/06/20200626-mm-sustainable-finance/

Regulation and disclosure — United States

. De partme nt of Labor ( DO L) oro pOSGd E:gbylifgngitl(;ll;s urge regulators to treat climate
a m e n d m e nt to E m p | Oye e R et i re m e nt | n C O m e Pension funds managing $1in push Federal Reserve, SEC and CFTC to make policy shift

Security Act (ERISA)
* Climate-Related Market Risk Subcommittee

 (Ceres makes recommendations to financial
regulators

« SEC Investor Advisory Committee supports ESG
disclosures

Trump Administration Targets ESG
Funds With401(k) Rule

The Labor Department wants to restrict where relirement pian managers pul your

51 - '- l- money, which may hurt sustainability focused funds.

y Emily Cheysan
June 25,2020, 1:20 p. FDT

6D Ceres ADDRESSING CLIMATE —

THE CERES ACCELERATOR FOR
SUSTAINABLE CAPITAL MARKI

AS A SYSTEMIC RISK

of real estate
for a Lel 7= world
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Guidance for financial institutions — Europe

GUIDE ON CLIMATE-RELATED AND CLIMATE FINANCIAL RISK FORUM GUIDE
ENVIRONMENTAL RISKS - Report by 2020 — Report by UK Climate Financial Risk
European Central Bank (ECB) Forum

CFRF E.ﬂ%ﬁcm

Guide on climate-related

and environmental risks CLIMATE FINANCIAL RISK FORUM GUIDE 2020

SUMMARY

Supervisory expectations relating to
risk management and disclosure

May 2020

BANKU PRIEZIURA NA
SUPERVISION BANCAIRE
DZOR BANAKA

" BANKING SUPERVISION

SUPERVISAO BANCARIA

AN A S ANEZIKH ENONTEIA | ITA
SUPERVISION BANCARIA
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https://www.bankingsupervision.europa.eu/legalframework/publiccons/pdf/climate-related_risks/ssm.202005_draft_guide_on_climate-related_and_environmental_risks.en.pdf
https://www.fca.org.uk/publication/corporate/climate-financial-risk-forum-guide-2020-summary.pdf

EU sustainable finance regulation

EU action plan on financing sustainable How to apply the Taxonomy to an equity

growth portfolio

* Taxonomy regulation Company A Company B Company C

« Sustainable finance disclosure regulations Description Description Description

« Standards for low carbon and Paris-aligned of of of
benchmarks company’s company’s company’s

- Standards and labels for green bonds and activities activities activities
ecolabel (retail investment products) l l l

« Sustainability in investor duties

Renewed sustainable finance strategy 30% weight 50% weight 20% weight
* Brown taxonomy

 (Green loan standards

My equity fund is 10.6% taxonomy-aligned

Source: EU Technical Expert Group
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https://ec.europa.eu/info/sites/info/files/business_economy_euro/banking_and_finance/documents/200309-sustainable-finance-teg-final-report-taxonomy_en.pdf

TCFD and disclosures - regulatory

“For the first time, the Bank of England is

publishing this report on climate-related financial [T BANK OF ENGLAND
disclosure, setting out its approach to managing

the risks from climate change across it’s entire The Bank of England’s
operations, and the steps taken to improve the climate-related financial

Bank’s understanding of these risks.” disclosure 2020

June 2020

REPORT BY THE BANK OF ENGLAND

TASK FORCE on
CLIMATE-RELATED
FINANCIAL
DISCLOSURES
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https://www.bankofengland.co.uk/-/media/boe/files/annual-report/2020/climate-related-financial-disclosure-report-2019-20.pdf

TCFD and disclosures - regulatory

“The Taskforce proposes to mandate disclosure of
material ESG information which is compliant with
either the TCFD or SASB recommendations for

issuers through reqgulatory filing requirements of the July 2020

OSC. Where feasible, the proposed enhanced

disclosure will align with the global reporting Capital Markets
standards of both TCFD and SASB.” Modernization Taskforce

CONSULTATION REPORT

ONTARIO CAPITAL MARKETS MODERNIZATION
TASKFORCE REPORT

TASK FORCE on
CLIMATE-RELATED
FINANCIAL
DISCLOSURES
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https://files.ontario.ca/books/mof-capital-markets-modernization-taskforce-report-en-2020-07-09.pdf
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CFD reporting through PRI

PRI says they’'ve had a 3.5x increase in signatories (total of 2,097 with 410
publishing publicly) doing some form of TCFD reporting using their new
iIndicators grouping signatories across four categories:

BUILDING
AWARE CAPACITY STRATEGIC

1546 investors 374 investors 142 investors 41 investors
74% 18% 6% 2%

2020 Mantle314 Inc. All rights reserved. Market responses 17



https://www.unpri.org/climate-change/pri-climate-snapshot-2020/6080.article

Climate scenarios and TCFD

Number of signatories using each climate scenario (2020)

Asset owners 200
Investment managers

Signatory category

183
Region, Country 180 176
All v
160
Size (USS$ billions)
0-0.99 140 136
1-9.99 131
10 - 49.99
118
50 - 249.99 120
250+ 106
100
Main asset class 100
All %
80
60
40
20
0
Beyond 2 Sustainable Current Policy New Policy Energy RCP 8.5 RCP 2.6
Degrees Development Scenario Scenario Technology
Scenario Scenario (CPS) (NPS) Perspectives
(B2DS) (SDS) (ETP) 2
Degrees

scenario

This question was made mandatory in 2020, therefore a comparison to 2019 is not possible.

RCP 4.5

53
23
I
B .

BNEF RCP 6.0 RE Map Advanced Deep
reference Energy Decarbonis...
scenario [R]evolution Pathway
Project
(DDPP)

Principles for
Responsible -

Investment DATA PORTAL

=:PRI
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COPYRIGHT © 2020 PRI Association. All Rights Reserved.

Source: PRI

Market responses

18


https://www.unpri.org/pri-blogs/top-four-takeaways-from-the-pris-first-year-of-mandatory-tcfd-based-reporting/6097.article

CFD disclosure in corporate Canada

Results from climate-related risks and
opportunities disclosures

Most
TCFD recommended | disclosed % of companies

:&: CHARTERED
. PROFESSIONAL
ACCOUNTANTS

disclosures risks and that disclosed
opportunities

Summary Report: Study of Risks and Risks 1. Transition: 70% disclosed
Climate-related Disclosures by opportunities policy risk policy risks
Canadian Public Companies 2. Physical 58% disclosed
(January 2020) risks physical risks

48% disclosed
chronic physical
risks

45% disclosed
acute physical
risks

CANADA

Source: CPA
[_____J
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https://mantle314.com/canadian-climate-disclosures-improving-but-consistency-gaps-remain-report/

Falling short? — Report by Climate Disclosure Standards
Board (CDSB)

Governance
@u"“‘ 72% disclosure board-level responsibility for
_ environment and climate change and 76%
Falling short? , disclosure management level

Why environmental and
climate-related disclosures under

the EU Non-Financial Reporting
Directive must improve Y“\

Strategy

Just 14% of companies disclose their strategic
resilience to different climate scenarios

Risk management

72% clarify how environmental and climate-
related matters are integrated into wider risk
management process

Metrics and targets

30% include an environmental or climate-related
target in leadership remuneration

2020 Mantle314 Inc. All rights reserved. Market responses 20



https://www.cdsb.net/sites/default/files/falling_short_report_double_page_spread.pdf

How banks are responding to the financial risks of
climate change — Report by Mazars Group

Do the banks analyzed address climate risks Global banks assessed
through their risk management framework?

mDone
wIn progress
m No disclosure

Endorsement of the TCFD framework

m Started to disclose
within the TCFD
framework

= Committed to adopt
the TCFD framework

m No disclosure

Market responses 21
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https://www.mazars.com/content/download/992147/51863293/version/file/How%20banks%20are%20responding%20to%20the%20financial%20risks%20of%20climate%20change.pdf
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Banks

Measuring financed emissions

Scenario
analysis

Measurin
finance
emissions

Target

-> setting

Reporting

Climate
action

Source: Carbon Accounting Financials
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Recent announcements
MORGAN STANLEY JOINS LEADERSHIP

OF PCAF

DANSKE BANKS JOINS PCAF

FINANCE FOR A CLIMATE-RESILIENT

FUTURE — Report by CITI Group

16 GERMAN BANKS PLEDGE TO ALIGN
WITH PARIS AGREEMENT

NATWEST GROUP JOINS PARTNERSHIP

FOR CARBON ACCOUNTING
FINANCIALS

Market responses 23


https://www.morganstanley.com/press-releases/morgan-stanley-joins-leadership-of-global-carbon-accounting-part
https://danskebank.com/news-and-insights/news-archive/news/2020/19052020a
https://www.citigroup.com/citi/sustainability/data/finance-for-a-climate-resilient-future.pdf
https://www.klima-selbstverpflichtung-finanzsektor.de/
https://www.natwestgroup.com/news/2020/07/natwest-group-joins-the-partnership-for-carbon-accounting-financ.html
https://carbonaccountingfinancials.com/

Investors

Morgan Stanley Institute of Sustainable The Institutional Investors Group on Climate
Investing publishes climate risk framework Change launches physical risk guidance

[IGCC

Institutional Investors Group on Climate Change

CDP launches temperature ratings for
investors

Vulnerability q}‘ CDP

DISCLOSURE INSIGHT ACTION

2020 Mantle314 Inc. All rights reserved. Market responses 24



https://www.morganstanley.com/assets/pdfs/2945435%2020-04-07_GSF-Climate-Vulnerability-Paper_FINAL.pdf
https://www.iigcc.org/download/addressing-physical-climate-risks-and-opportunities/?wpdmdl=3384&masterkey=5ec7ab30cf2e4
https://www.cdp.net/en/investor/temperature-ratings

Asset owners and net zero

Net zero asset owner alliance Canadian universities sign responsible
investment charter

C
\/ V
W% EINANCE
UNEP INITIATIVE

22PR]

Principles for
Responsible
Investment
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https://www.utoronto.ca/news/universities-sign-u-t-led-responsible-investment-charter-help-address-climate-change

Complexity of climate risk on insurance

New data reveals hidden flood risk across Comparison of properties with known risk

America . _ , B
8.7 million know they are at risk (FEMA identified)

AAAAAAAAAAAAAA
AAAAAAAAAAA

‘_ ¥ '. " Official FEMA 14.6 million are actually at risk
L d ! ‘est|mate
* ARAAAAAAAAAAAA
AAAAAAAAAAAAAA
ARAAAAAAAAAAAA
AAAAAAAAAAAAAA
.1 Independent
)\ researchers’
¥ new estimate Vﬁ\ x 250 000

Percentage of properties at risk

of flooding during a major storm

Source: New York Times Source: Flood Factor

! —
3% 20 36 65 No
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https://www.nytimes.com/interactive/2020/06/29/climate/hidden-flood-risk-maps.html
https://floodfactor.com/about

Shareholder pressure on climate

Climate-related shareholder resolutions by Noteworthy in 2020

sector and type of resolution (2016-present)
W BARCLAYS

= Board-related m Target-setting m Climate-related risk disclosure
m Change practices m Lobbying

80
60

BlackRock.

40

Number of climate resolutions

20

J.PMorgan

Energy Utilities Industrials Financials Consumer goods Transport

Source: Data scurced from Bloomberg Terminal
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Climate engagement priorities

Support for climate-related engagement priorities (% of asset managers)

Disclosure in line with the TCFD

Better disclosure of climate-related risks

Emissions reduction

Setting climate-related targets

Corporate strategy alignment with a scenario of a rise of less than 2° C
Linking remuneration to climate-related KPIs

Scenario stress testing

Supply chain emissions reduction

Measuring and reporting scope 3 greenhouse gas emissions

Withdrawal from trade associations

0 20 40 60 80
Survey respondents could select a maximum of five key priorities
Source: Financial Times and ShareAction
L]
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https://www.ft.com/content/78167e0b-fdc5-461b-9d95-d8e068971364
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Upcoming events

Webinar August 20, 2020, 2 pm:
Reasonably prudent people & climate change: The evolving governance of corporate
climate risk with Laura Zizzo & Anton Tabuns

Training September 10, 2020, 1 pm:
Learn how the Task Force on Climate-related Financial Disclosures (TCFD) is changing
the reporting landscape with Kevin Quinlan & Anton Tabuns, hosted by Jeff Horlor

Training September 15, 2020, 9 am:
Learn how embodied carbon will change the green building industry with Ryan Zizzo &
Larissa Sequeira

Responsible Investor Digital: Canada 2020, September 15, 2020

Canadian leadership on ESG integration in global markets with Joy Williams

Global banking sector alignment with climate targets and what it means for Canadian
banks with Laura Zizzo

[ ]
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https://us02web.zoom.us/webinar/register/5315956233588/WN_tpzYhxCxQ2CEBI3ozP3J4w
https://mantle314.com/about-us/laura-zizzo/
https://mantle314.com/about-us/Anton-tabuns/
https://mantle314.ticketspice.com/intro-to-climate-disclosure-sept-2020
https://mantle314.com/about-us/kevin-quinlan/
https://mantle314.com/about-us/Anton-tabuns/
https://mantle314.com/about-us/jeff-horlor/
https://mantle314.ticketspice.com/introduction-to-embodied-carbon-life-cycle-assessment
https://mantle314.com/about-us/ryan-zizzo/
https://mantle314.com/about-us/LARISSA-SEQUEIRA/
https://na.eventscloud.com/website/14945/home/
https://mantle314.com/about-us/joy-williams/
https://mantle314.com/about-us/laura-zizzo/

We look forward to helping your business gain a competitive
advantage as we transition to a climate-resilient economy

Email us at info@mantle314.com

e 1255 Bay St., Suite 801, Toronto, ON, M5R 2A9
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Mantle314 is a dedicated climate change consultancy

our services

Educate: Deliver expert training and bring
the latest developments and data to boards,
executives and employees.

|dentify: Discover climate-related risks and
opportunities unique to your business.

) @&

Strategize: Provide solutions and strategies to
build your corporate resilience.

Equip: Prepare your teams to make smart
business decisions and seize climate-related

opportunities!

Q
Q P<
O

our focus

Mission: We shine a light on climate risks and opportunities
to help organizations stay ahead of the curve, support the
transition to a low-carbon economy and adapt to impacts.

Experience: Our team has unparalleled climate-related
business experience — a multi-disciplinary team of lawyers,
business consultants, financial experts and engineers.

Value Proposition: We translate climate change for
businesses. We bridge the gap between law, engineering,
technical innovation and real-world decision-making.

Growing Discipline: We help train and work with companies
to comply with climate reporting requirements, such as
TCFD recommendations.

32
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Additional resources

BARCLAYS SHAREHOLDERS VOTE TO SUPPORT CLIMATE PLAN - Bloomberg Green

BLACKROCK PUNISHES 53 COMPANIES OVER CLIMATE INACTION - Financial Times

CLIMATE CHANGE AND MONETARY POLICY: INITIAL TAKEAWAYS - Report from NGFS

GUIDE TO CLIMATE SCENARIO ANALYSIS FOR CENTRAL BANKS AND SUPERVISORS - Report from NGFS

JP MORGAN CHASE CLIMATE SHAREHOLDER RESOLUTION NARROWLY DEFEATED - Business Green

NGFS CLIMATE SCENARIOS FOR CENTRAL BANKS AND SUPERVISORS - Report by NGFS

SCENARIO ANALYSIS AND THE ECONOMIC AND FINANCIAL RISKS FROM CLIMATE CHANGE - Report from Bank of Canada
SHAREHOLDER CLIMATE REBELLIONS SURGE DESPITE CORONAVIRUS CRISIS - Financial Times

THE MACROECONOMIC AND FINANCIAL STABILITY IMPACTS FROM CLIMATE CHANGE - Report from NGFS
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mailto:https://www.bloomberg.com/news/articles/2020-05-07/barclays-shareholders-vote-to-support-u-k-bank-s-climate-plan?sref=BEUfzbmh%20%20?sref=BEUfzbmh
mailto:https://www.ft.com/content/8809032d-47a1-47c3-ae88-ef3c182134c0
https://www.ngfs.net/sites/default/files/medias/documents/ngfs_guide_scenario_analysis_final.pdf
https://www.ngfs.net/sites/default/files/medias/documents/ngfs_guide_scenario_analysis_final.pdf
mailto:https://www.businessgreen.com/news/4015467/jp-morgan-chase-climate-shareholder-resolution-narrowly-defeated
https://www.ngfs.net/sites/default/files/medias/documents/ngfs_climate_scenarios_final.pdf
https://www.bankofcanada.ca/wp-content/uploads/2020/05/SDP-2020-3.pdf
mailto:https://www.ft.com/content/c10056af-306f-4d9d-8e97-5ffa112ddf49
https://www.ngfs.net/sites/default/files/medias/documents/ngfs_research_priorities_final.pdf

