
AND INVESTMENT 
CLIMATE RISK

In order to meet South Africa’s commitments to the Paris Agreement on Climate Change, 
the financial sector will need to play its part. There are existing governance frameworks 
in place – aimed at supporting the investment community in improving its climate-related 
disclosure levels – but challenges and inhibitors to climate finance in South Africa remain. 

HOW COMPANIES AND INVESTORS NEED
TO MANAGE CLIMATE-RELATED RISK

CLIMATE RISK AND GOVERNANCE 

CLIMATE RISK AND STRATEGY 

CLIMATE RISK AND RISK MANAGEMENT 

South Africa warms at double the global average. As such, it has 
a high level of exposure to the physical impacts of climate change. 
Subsequently, the effects of climate change on the global and 
South African financial sector will be potentially significant, if not 
effectively mitigated. Risks posed to financial institutions as a result 
of climate- related risks can include: 
• Physical risks due to extreme weather
• Transition risks due to disruptive technologies, changing 

regulation, consumer or market preferences
• Liability and disclosure risks as a result of loss and damages, 

rising insurance costs, director’s liability and disclosure failures

Although climate finance has gained some momentum in South 
Africa in recent years, there are still several barriers, challenges, 
and inhibitors holding back growth in the climate finance space:
• Lack of established taxonomy
• Lack of awareness and expertise
• Climate financing not linked to climate goals
• Lack of standardised reporting
• Limited project preparation funding
• High transaction costs
• Regulation and policy challenges
• Household-level climate finance is insignificant

SOURCE: Adapted from Cassim et al., 2021

• Financial Sector Conduct Authority (FSCA) Guidance Note on 
Sustainability of Investments

• Regulation 28 of the Pension Funds Act
• National Treasury Sustainable Finance Technical Paper
• National Treasury Sustainable Finance Handbook
• National Treasury Green Finance Taxonomy
• Code for Responsible Investing in South Africa (CRISA)
• King Code of Corporate Governance (King IV)TM

• JSE listing requirements
• UN Principles for Responsible Investment (PRI)

South Africa needs to leverage climate support flows to support 
the local financial sector to develop a competitive advantage in 
accessing and channelling climate finance. In other words, the 
focus should be on greening the financial sector as a whole, and not 
just developing a climate finance niche. The core to achieving this 
is identifying current climate finance opportunities in South Africa 
to enhance existing investments, as well as identifying potential 
opportunities to facilitate the scaling up of climate finance. Key 
South African climate-related opportunities lie within the following 
five growing sectors: clean energy, low-carbon transport, smart 
water, circular economies and smart agriculture.

The  local financial sector will need to build resilience through, 
among other things, effective risk management. This will 
necessitate three key actions from institutions: 
1. The financial sector will need to build greater capacity and 

knowledge around matters related to environmental, social 
and governance (ESG) risk exposure more broadly, but with a 
particular focus on climate risk; 

2. Financial institutions will need to spur on the reallocation of 
capital to sectors that will catalyse greater positive impact, as 
well as raise new funds that are dedicated to the transition to 
a low-carbon economy; and 

3. Increase their level of disclosure around ESG performance in 
order to help identify and mitigate existing and new ESG risks.
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BARRIERS, CHALLENGES AND INHIBITORS 
TO CLIMATE FINANCE IN SOUTH AFRICA

KEY SOUTH AFRICAN GUIDELINES/
FRAMEWORKS/REGULATIONS SUPPORTIVE 
OF MANAGING CLIMATE RISK 

"South Africa needs to leverage 
climate support flows to support 

the local financial sector to 
develop a competitive advantage 

in accessing and channelling 
climate finance."

Our purpose at Atleha-edu is to help ordinary South Africans save and invest for a 
better tomorrow.  

We do this through Financial Sector Code (FSC)-compliant awareness and 
interactive education programmes focused on retirement fund trustee, management 
committee member; and fund member awareness and education initiatives, such as 

this short article. 

Do you have a question that you would like us to address in a subsequent article? 
If so, please send your questions or suggestions for article topics by email to:  

info@atleha-edu.org

This article is the third in a series derived from the Special Edition Atleha-edu publication, Climate-related financial disclosure: Aligning 
South Africa to global best practice. The publication and short article series is supported by South Africa-UK PACT. You can read 
and download the full publication, at no cost, here: https://atleha-edu.org/climate-related-financial-disclosure-aligning-south-africa-to-
global-best-practice/

About UK PACT | Supporting transformational climate change projects worldwide
In July 2020 The UK Partnering for Accelerated Climate Transitions programme (UK PACT) launched the South Africa-UK PACT 
country programme to support action in just transition pathways and a low-carbon economic recovery. For more information on  
South Africa-UK PACT and the projects being funded in South Africa, visit www.ukpact.co.uk/country-programme/south-africa
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UK PACT 
Brand guidelines

6.1 Country Programmes: 
 logos for country partners 

The country name should always be right  aligned above the  linear  version of the  
master logo. The country name should appear in the  same blue used in the  master 
logo. Kerning  should be set to optical and tracked to +130. The corresponding country 
flag should be placed to the  right  of the  Union Jack at equal size. The width of the 
two flags should not exceed the width of the  linear  master logo. A 0.25pt keyline set 
in 30% black  should be used to frame flags which include blocks of white (with the 
exception of the UK).


