
Physical risks 
• Floods, droughts 
• Extreme weather 

events 

Transition risks 
• Regulatory risks 
• Pricing of carbon  
• Technology & market 

changes 
• Litigation risks 

Financial Impacts 
 
• Operational 

disruptions 
• Supply chain 

disruptions 
• Physical damage to 

assets 
• Changes in input prices 

and resource 
availability 

• Changes in demand for 
products  

SOURCE:  Adapted from  http://www.cicero.uio.no/en/CF-transitional-risk 
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3. Financial Impacts 

Better disclosure of the financial impacts of climate-related risks and opportunities on an 

organization is a key goal of the Task Force’s work. In order to make more informed financial 

decisions, investors, lenders, and insurance underwriters need to understand how climate-related 

risks and opportunities are likely to impact an organization’s future financial position as reflected 

in its income statement, cash flow statement, and balance sheet as outlined in Figure 1. While 

climate change affects nearly all economic sectors, the level and type of exposure and the impact 

of climate-related risks differs by sector, industry, geography, and organization.30  

Fundamentally, the financial impacts of climate-related issues on an organization are driven by 

the specific climate-related risks and opportunit ies to which the organization is exposed and its 

strategic and risk management decisions on managing those risks (i.e., mitigate, transfer, accept, 

or control) and seizing those opportunit ies. The Task Force has identified four major categories, 

described in Figure 2 (p. 9), through which climate-related risks and opportunities may affect an 

organization’s current and future financial positions. 

The financial impacts of climate-related issues on organizations are not always clear or direct, 

and, for many organizations, identifying the issues, assessing potential impacts, and ensuring 

material issues are reflected in financial filings may be challenging. Key reasons for this are likely 

because of (1) limited knowledge of climate-related issues within organizations; (2) the tendency 

to focus mainly on near-term risks without paying adequate attention to risks that may arise in 

the longer term; and (3) the difficulty in quantifying the financial effects of climate-related issues.31 

To assist organizations in identifying climate-related issues and their impacts, the Task Force 

developed Table 1 (p. 10), which provides examples of climate-related risks and their potential 

financial impacts, and Table 2 (p. 11), which provides examples of climate-related opportunities 

and their potential financial impacts. In addition, Section A.4 in the Annex provides more 

information on the major categories of financial impacts—revenues, expenditures, assets and 

liabilit ies, and capital and financing—that are likely to be most relevant for specific industries. 

                                                                                 
30 SASB research demonstrates that 72 out of 79 Sustainable Industry Classification System (SICS™) industries are significantly affected in some 

way by climate-related risk. 
31 World Business Council for Sustainable Development, “Sustainability and enterprise risk management: The first step towards integration .” 

January 18, 2017.   

Figure 1 

Climate-Related Risks, Opportunities, and Financial Impact  
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Transition Risks 
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Source: Task Force on Climate –Related Financial Disclosures, Final Report


