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The impacts of climate change …and how to respond

Need to limit climate change to ‘safe’ levels to avoid potentially 
catastrophic physical impacts

But efforts to contain climate change will also have financial 
impact

• Direct costs of policies and regulations

• New economic structures/modes of production/business models → shift 
in comparative and competitive advantages

• Move away from high-carbon assets → reduced returns,  non-performing 
loans and stranded assets

Inadequate information about these impacts can lead to 
mispricing of assets and misallocation of capital

Impact on investment and loan portfolios → shareholders and 
asset owners demand disclosure to consider impact

Why it matters for financial sector

Uncertainty about the level of climate change (and its 
impacts) and the timing and intensity of policy, market 
and other responses to fight climate change

Number of different and overlapping impacts to consider

No single framework or guidelines to report climate-
related risks and opportunities – almost 400 frameworks 
exist

Very hard for investors to extract useful information on 
what climate-related financial risks and opportunities 
companies, investments and portfolios face

Need for standardised detailed, useful, and timeous 
information

Climate-related impacts will affect financial performance of portfolios

Mark Carney (2015), (c2es.org)

http://www.ukpact.co.uk/
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TCFD recommendations are emerging as global standard for climate-related financial 
disclosure

• The international Financial Stability Board created the 
Task Force on Climate-related Financial Disclosures 
(TCFD) to address lack of climate-related financial 
information

• The Recommendations of the TCFD (2017) created 
standardised language and framework for considering 
climate risks

• TCFD recommendations being incorporated into other 
reporting frameworks (PRI, CDP, etc)

• TCFD recommends using scenarios to understand and 
plan for climate risks and opportunities

• A weak policy response leads to more climate change 
and larger physical impacts  → costs of physical impacts 
are incurred later … but they are potentially catastrophic

• A stronger policy response creates more benign 
environment but generates transition risk  → transition 
costs are incurred earlier, but they are manageable

TCFD (2017)

http://www.ukpact.co.uk/


For more information, visit www.ukpact.co.uk

UK PACT: Partnering for Accelerated Climate Transitions

Mission and vision 

• Delivered by BEIS, the UK’s Department for Business, 
Energy and Industrial Strategy, through the UK’s 
International Climate Finance (ICF)

• Supporting achievement of Nationally Determined 
Contributions (NDCs) and the long-term goal of the 
2015 Paris Agreement to limit dangerous climate 
change

• Demand-driven, adjusting key focus areas based on 
partner countries’ needs and sectoral priorities

• Following South Africa-UK PACT first call for proposals 
on 10 July 2020, an allocation of more than £3 million 
in grant funding was made to 10 climate change 
mitigation projects. 

UK PACT is a £60 million programme running between 2018 and 2022

For more information on South Africa-UK PACT programme

https://www.ukpact.co.uk/country-programme/south-africa

https://www.ukpact.co.uk/news/uk-pact-supports-south-
africas-low-carbon-and-inclusive-green-growth-ambition

Country Programmes
Support in partner countries for demand-
driven projects providing capacity building 

to accelerate low-carbon transitions

http://www.ukpact.co.uk/
https://www.ukpact.co.uk/news/uk-pact-supports-south-africas-low-carbon-and-inclusive-green-growth-ambition
https://www.ukpact.co.uk/news/uk-pact-supports-south-africas-low-carbon-and-inclusive-green-growth-ambition
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Project overview and objectives

• Project will address barriers to analysis and reporting 
climate-related financial risks and opportunities in line 
with the TCFD

• A project team was created that combines 
international best-practice experience and models 
with deep understanding of South Africa’s climate 
change policy and ESG landscapes

• DNA Economics (www.dnaeconomics.com)  

• 6 Capitals ESG Advisory (https://sixcapitals.co.za/) 

• The Green House (www.tgh.co.za) 

• Vivid Economics (www.vivideconomics.com) 

• WWF-SA (www.wwf.org.za) 

• Project will run until February 2021

South Africa-UK PACT project: Aligning South Africa's climate-related financial disclosure with global best practice

• Working with existing initiatives focusing on TCFD to 
enhance impact

• Focus is on transition risk affecting listed equities and 
impacting the asset management and pension fund 
industries

• Future phases of the project could expand analysis to 
physical risk, other types of financial institution and 
other asset classes

• Considering the barriers to physical risk assessment

• Generate detailed, useful, and timeous climate-
related financial disclosures that can influence 
investment decisions in South Africa

Project needs to develop support and tools that are easy to use and widely adopted 

http://www.ukpact.co.uk/
http://www.dnaeconomics.com/
https://sixcapitals.co.za/
http://www.tgh.co.za/
http://www.vivideconomics.com/
http://www.wwf.org.za/
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Literature and 
communications

Webinars

Foundation-level training 

Best-practice training

Scenario training

Pilots and workshops 

Levels of engagement with the project

Flexibility to engaged based on level of interest, resources and need
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• BASA
• PRI
• The National 

Treasury
• Just Share
• SAIA
• SAICA
• CFA Society of South 

Africa
• ABSIP
• IFC/World Bank 

(Project 30x30)
• Department of 

Forestry, Fisheries 
and the 
Environment

Steering Committee: Batseta, ASISA, JSE 

• Project designed to allow for different levels of engagement
• Ranges from joining webinars and reading documents → detailed engagements to help define assumptions, tools and methodologies

http://www.ukpact.co.uk/
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Project workstreams and outputs

Capacity 
building and 
awareness

• Basic understanding of climate-related financial impacts 

• Advanced applied training based on the use of project outputs (including use of 
toolkit, scenarios, guides and best-practice disclosure example)

• Webinars, workshops, half-day and full-day sessions

Analysis and 
reporting 

toolkit

• Analysis support model with SA-specific information

• Scenario development guidance

• Local sources of data and information + data request and disclosure templates & 
checklists

Best-practice 
example

• Value of transition risk in a portfolio of 50 highly-invested JSE-listed companies

• TCFD-compliant climate-related financial disclosure example

• Will show what is possible in South Africa and what type of information asset owners, 
asset managers and other stakeholders can expect to see

All project outputs, tools, guides, templates etc will be open source and publicly available

• Three broad streams of 
work

• Streams are interlinked 
and will evolve together

• Publications, tools and
guides will be hosted on
websites of project
partners and related 
initiatives

http://www.ukpact.co.uk/


For more information, visit www.ukpact.co.uk

Analysis and reporting toolkit

• Long list of possible information/modules to include
• Trade analysis (markets and policies)
• Local and international policies, carbon pricing and other 

policy pathways
• Sector vulnerability (EITE, literature, market dynamics, etc)
• SA ‘carbon space’ for different sectors and structural evolution 

of SA economy over time
• Information to estimate GHG footprint of companies that do 

not report this information

• Lot of work has been done (and is being done) in SA – but 
not all of it is in the public domain or easy to access

• International data sources and information not always easy 
to engage with

• Capacity-building and awareness events will be used to 
gather information on what stakeholders would like to see 
included in the toolkit 

Data sources, assumptions, tools and guidance to policy and legal risk + climate-related opportunities

• Need to balance the needs of stakeholders with 
different needs

Will be guided by stakeholders on what they need. Focus is on providing tools that are USEFUL

Index of data sources, 
guides, best-practice 
etc and guides that 

support analysis

Checklists, benchmarks, 
assumptions, templates 

etc that can support 
qualitative or 

quantitative analysis

Modules that perform 
calculations and 

analyse data

http://www.ukpact.co.uk/


www.ukpact.co.uk
THANK Stay in touch:

YOU brent.cloete@dnaeconomics.com

bianca.capazario@dnaeconomics.com

http://www.ukpact.co.uk/

