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Societal Change 

What will we do? 

Where will 
we live? 

What will 
want to 
protect? 

How will we 
live? 



Climate risk for us is neither an 
ideological or theoretical issue: it is a 
core business issue, as we are already 
seeing the impact of increasing 
weather-related disaster risks. 

Henri de Castries, 
Chairman and CEO 

of AXA 
France’s largest 

insurer 
2014 

Economic perspective 



  
“The combination of 

the weight of 
scientific evidence 

and the dynamics of 
the financial system 
suggest that, in the 

fullness of time, 
climate change will 

threaten financial 
resilience and longer-

term prosperity.” 

Mark Carney 
Governor of the 
Bank of England 
Chairman of 
Financial Stability 
Board 
2015 

Financial perspective 



Three categories of climate risk 
Physical Risks 

• Property damage & 
disruption of trade 

• From weather 
related events 

• Flood, Storms, 
Cyclones, Coastal 
Erosion 

• Insurance liabilities 
and asset values 

Transition Risks 

• Financial risks from 
transition to low-
carbon economy 

• Sudden change in 
asset values 

• Policy, technology 
and assessment of 
physical risks 

Liability Risks 

• Insured liabilities for 
losses arising from 
compensation for 
damage from 
climate change 

• Legal actions 
against directors 
and companies for 
failing to adapt to or 
mitigate against 
climate change 



  

Carbon Tracker Initiative’s reference for 
budget to 2050, based on 80% probability of 
staying below the 2 degrees threshold. 

 
 
 
 
 

“No more than one-third of proven reserves 
of fossil fuels can be consumed prior to 2050 
if the world is to achieve the 2 °C goal, 
unless carbon capture and storage (CCS) 
technology is widely deployed.”  
 
- International Energy Agency 

Transition risk: 
Burning the Carbon Budget 



Transition risk: Technology 



Source: Mineral Council of Australia 

Impact on coal mining industry 



People build houses in 
the bush in Australia, 

and they seem 
terrifically surprised 

when they burn down 
 
 

Professor Andy Pitman, 
UNSW 

Where will we live? 



Where will we live? 



Sea level rises threaten values 
of home loan portfolios 

Viable regions for agricultural 
land change 

Increased tropical diseases 
changes health needs 

Coral bleaching reduces 
tourism industries 

Other examples 



Climate 
change 

Agriculture 

Plants, 
animals 

Pests 

Agricultural 
Yields 

Tourism 

Great Barrier 
Reef 

Cyclones 

Mining 

Coal 

Rare 
minerals 

Uranium 

Energy 

Generation 

Distribution 

Alternatives 

Health 

Diseases 

Heat stroke 

Housing 

Sea level 
rises 

Cyclones / 
Floods 

Infrastructure 

Population 
movements 

Roads / Ports 
/ Cities 

Employment 

Industries 

Pervasive and systemic impact 



Proportion of gross value added 
Mining, 9% 

Housing, 9% 

Construction
, 9% 

Manufacturi
ng, 7% 

Health, 7% 

Agriculture, 
3% Tourism, 3% Energy, 2% 

Other, 52% 

About 48% of 
economic activity is 
potentially exposed to 
physical impacts of 
climate change 
 
There will also be 
secondary impacts 

Source – ABS 



Financial Institutions 

General insurance 

• Increased frequency & severity 
• Change in location 
• Relatively small change to 

average premiums at national 
level, but massive increases in 
exposed areas 

• Main risk is the significant loss of 
business over time 



Increase 
in capital 
is greater 

than 
increase 

in 
average 
annual 

cost 



Banks & Residential Lending 

Sea level 
rises, Cyclone 

severity & 
location 

Insufficient 
building 

standards 

Unaffordable 
or 

unavailable 
insurance 

Difficult to sell Severe fall in 
asset values 

Default on 
loan? 



Opportunities 
Alternative energy assets 
Oil, gas & coal companies worth about $5 trillion in market values 
Carbon divestment could lead to demand for similar levels of alternative 
energy assets 
This demand is largely unmet in the current market 
 
Adaptation & Resilience 
Retrofitting buildings, levees, sea walls etc. (very expensive) 
 
Infrastructure needs 
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