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Climate Risk Management
A new guideline from HKMA

The Hong Kong Monetary Authority (*"HKMA”) has released a
consultation letter to all Authorised Institutions (“Als”) on
the draft Supervisory Policy Manual on climate risk
management (the “GS-1”) in July 2021. The GS-1 aims to
provide guidance to Als on the key elements of climate-
related risk management as well as to set out the HKMA'’s
approach to, and expectations in, reviewing Als’ climate-
related risk management.

Als will need to begin considering climate risk drivers in conjunction with their risk management
framework, stress testing, effective management of inherent risks and the financial impact associated with

climate risks.

And, we are here to help — Deloitte believes preparation in addressing climate-related risks will strengthen
your broader business proposition in addition to aligning with HKMA’s expectations and supervisory
approach, which are based on the relevant work of BCBS, NGFS and TCFD and are Deloitte’s key areas of
expertise.

HKMA expects all local banks to apply the GS-1 on a solo-entity and consolidated basis, while international banks are
expected to adopt a framework appropriate for their operations in Hong Kong. As there is no “one-size-fits-all”
approach for Als given their varying size, structure and stages of business development, HKMA will adopt a
proportionate approach in its assessment based on four aspects: governance, strategy, risk management and
disclosure in building climate resilience.

Governance

* Define responsibilities of the board
and senior management

* Exercise oversight of Al’s strategy
development and implementationin
addressing climate-related issues

* Set climate goals, actions and risk
appetite statement

Strategy

* Conduct strategic assessment based
on internal and external factors

* Encourage stakeholder engagement

* Design action plan over a time
horizon over 10 years

Strategy Implementation:

* Ensure effectiveness by aligning
resources and processes

* Review organisational structure and
policy in supporting climate strategy

Risk Management

* Conductrisk identification and
measurement to transmit climate
risks into traditional risks and assess
the potential impacts on Als,
portfolio and counterparty levels

* Adopt climate-focused scenario
analysis and stress testing with
consideration of transitioning to low-
carbon economy and 2°C or lower

* Disclose climate-related information

* Preparethe first climate-related

disclosures scenarios
* Make disclosure at least on an . .
under a *  Monitorand report climate-related
risks exposures and the risk
approach

monitoring process



Deloitte, a global leader on Sustainability and Climate Risk Management

We are one of the leading providers of global sustainability services across all geographies and industries with
unparalleled access to various players within the global sustainability ecosystem.

Deloitte ranked #1 in brand preference, for
both Sustainability Assurance and Consulting,
based on a global survey conducted by

Globally, more than 900 Deloitte partners and
professionals deliver sustainability-related

services Verdantix

Over 50 countries in which we have provided 5 billion in value has been identified as a
clients with specialised services in a wide result of our global reach and demonstrated
variety of sustainability-related disciplines success

How Deloitte can * TCFD readiness assessment— we can support you in rapidly assessing your TCFD
disclosure readiness using proprietary Deloitte diagnostic approaches and tools

support you

* TCFD reporting support— we can assist you in compiling a report in accordance with
the TCFD framework

* Risk Appetite, Governance and Risk Reporting— we can assist you in incorporating
ESG risks, especially climate risks, and sustainability considerations to your existing
risk management framework

* Scenario Analysis and Stress Testing — by identifying, developing and implementing
climate scenarios in the existing risk management framework, we can ascertain the
robustness and resilience of your institution

* Risk Modelling and Asset-Liability Valuation including Stranded Assets — we can
perform benchmarking with reference to Pillar 1 and Pillar 2A methodology on
existing ESG models
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Deloitte is a leading global provider of audit and assurance, consulting, financial advisory, risk advisory, tax and related services. Our global network of member firms and related entities in more than 150 countries and territories (collectively,
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The Deloitte brand entered the China market in 1917 with the opening of an office in Shanghai. Today, Deloitte China delivers a comprehensive range of audit & assurance, consulting, financial advisory, risk advisory and tax services to local,
multinational and growth enterprise clients in China. Deloitte China has also made—and continues to make—substantial contributions to the development of China's accounting standards, taxation system and professional expertise. Deloitte
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