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Source: ECB You have to know  your risks to manage them – banks’ materiality assessments as a crucial precondition for managing climate and environmental risks (europa.eu) May 2024

(1) climate stress test and the thematic review

https://www.bankingsupervision.europa.eu/press/blog/2024/html/ssm.blog080524~d4ed83af2c.en.html
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ssm.202212_ECBreport_on_good_practices_for_CST~539227e0c1.en.pdf
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ssm.thematicreviewcercompendiumgoodpractices112022~b474fb8ed0.en.pdf
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Industry and Asset data contributes to 91% of 

current real asset coverage

Source: S&P Global. Data as of March 2024.
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Extended time horizons beyond what is available for back testing default and transitions
Factoring changing business models & adaptations
Combining new datasets with limited coverage (allowing for SME coverage)
Model risk – different approaches may yield different results for a given scenario

For Illustrative Purposes Only. 
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TRANSITION 

OPPORTUNITY

Reduced CO2 

emissions1

1 Applied to Scope 1 and 2 emissions. Includes forecasted CO2 reduction. 
2 Depends on oil price and long term interest rate
3 Based on prox ies for company investments and “fire-power” and “consumer awareness” 
4 Financial impact function
5 Assuming “Valuation multiple” remains constant.

ABATEMENT 

COST

Adaptation 

costs2

Source: S&P Global Market Intelligence, as of November 1 st, 2021. Charts and graphs are for illustrative purposes only
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Model GCAM v.4

Scenario Net Zero 2050

World View? Regional/Sector View

Response Type Forced Action

Carbon Tax Increase ($/tCO2) 15

Year 2050

Total Liabilities Increasing

Projected Global Emissions Growth (Current Policy) 30.9%

Targeted Emission Reduction  from  current level (%) 0.0%

Abatement Costs No

Revenue Loss No

Transition Opportunity No

Future Long-term interest rate 4.0%

Future Oil Price ($/barrel) 60

Physical Risk Impact Yes
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With Physical Risk

Source: Climate RiskGauge. As of: May 2024
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Financial statements

Financial metrics (e.g., credit 
score)

For each company covered (i.e., 2.2M companies)

Input data Key outputsClimate credit analytics  methodology 

• Industry data from S&P Global (e.g., OEM industry 
forecasts and R&D from S&P Mobility, oil & gas 
reserves from S&P Commodity Insights) 

Industry-specificities

• ~1,000 company emission transition plans, pre-
loaded from third-party sources with flexibility 
available for proprietary user inputs

Transition plans 

• Scope 1, 2, and 3 emissions data for over 20,000 
public companies, sourced from S&P Global 
TruCost with flexibility available for prop input

Emissions

• Financials and industry segment-specific data 
from S&P Global Market Intelligence with 
flexibility available for prop input

Company financials

• NGFS, regulatory, and custom climate scenario 
variables (e.g., ECB, FRB, MAS) with flexibility 
available for prop input

Climate scenarios

Income Statement 

Cash Flow Statement

Balance Sheet

Credit Scores1

• Estimated financial impact % based on ~3.1M 
asset locations linked to c.150,000 corporate 
entities, sourced from S&P Global Sustainable1 
with flexibility available for prop input

Physical financial impact

Bond Valuation

Equity Valuation

Link scenario variables to 
drivers of performance 
based each company’s 
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Produce annual financial 
statements for each 
company up to 2050
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scenario-adjusted credit 
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1. S&P Global Ratings does not contribute to or participate in the creation of credit scores generated by S&P Global Market Intelligence. Lowercase nomenclature is used to differentiate S&P Global Market Intelligence credit model scores from the credit ratings issued by S&P Global Ratings. 

• Privileged user data supplements S&P sources 
(e.g., Identifier, PD, EAD, industry information)
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Extrapolation 
based on company characteristics and bottom-up population (for companies where data is not 

sufficient to run bottom-up and in order to ensure comprehensive coverage of portfolios)

Key drivers
Financial statements 

(scenario-adjusted)
Financial metrics
(scenario-adjusted)
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NGFS (Phase 3) Scenarios Model parameters

For Illustrative Purposes Only. 
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Financial metrics 
(e.g., change in credit score)

Company-specific

• Company financials

• Fuel mix 

• Emissions profile 

• Volume of production and 
cost profile

• Transition plans

• Capital expenditure

• (Un)regulated capacity

• Asset exposure to physical 
risk (damage, downtime)

Scenario data

• NGFS 

• Regulatory scenarios

• Customized scenarios

Financial Statements

Input data key drivers Financials

Price

Volume

Unit Cost

Asset Value

Capital 

Expenditure

• Higher price due to increased demand, costs, and 
investment in scenarios

• Depends on (un)regulated capacity for a given 
company

• Volume evolves following the company’s 
transition plans, capex spend, and scenario 
demand for a given fuel in a given geography

• Physical risk creates additional downtime1

• Cost of production depends on the company’s 
energy mix and the carbon price from the 
scenario

• Heightened physical risk leads to increased 
insurance costs

• Impairments booked when assets are retired 
before the end of their useful life (“stranded 
assets”) 

• Damage to assets from physical risk effects1

• Investments driven by company transition plan, 
scenario demand, resilience spendings, and 
ability to invest (through debt or cash) 

Current fuel mix (illustrative)

Coal

Natural Gas

Hydro

Nuclear
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Source: Climate Credit Analytics. As of: May 2024
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