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The five hottest weather years on record have all
occurred since 2015," with 2020 poised to continue
the trend.? In addition, 2019 marked the sixth year
in a row in which ten or more billion-dollar natural
disasters struck the U.S.,® and it was the year in
which California utility PG&E filed for Chapter 11
protection in what The Wall Street Journal dubbed
“the first climate-change bankruptcy.”

As the effects of climate change and the importance
of mitigation become more widely known, the
financial risks and implications of inaction have come
to the forefront. From the Task Force on Climate-
related Financial Disclosures (TCFD) to Climate
Action 100+,* investors, lenders, regulators, and
other stakeholders are calling for greater assessment
and disclosure of climate change impacts and
financial risks.

To support these efforts, S&P Global Market
Intelligence and Oliver Wyman present Climate
Credit Analytics, a climate scenario analysis and
credit analytics model suite. These tools combine
S&P Global Market Intelligence’s data resources and
credit analytics capabilities with Oliver Wyman's®
climate scenario and stress-testing expertise.

Via a highly dynamic, sector-specific approach,
Climate Credit Analytics enables counterparty- and
portfolio-level analysis of climate-related financial
and credit risks for thousands of public and private
companies across multiple sectors globally. The
capability is designed for risk managers, investment
professionals, sustainability teams, and others to
assess credit risks related to climate change and the
transition to a low-carbon economy.

A comprehensive, tailored
approach to assess credit
risks under multiple
climate scenarios

Consistent sector-specific analysis

Climate Credit Analytics enables comprehensive and
consistent sector-specific modelling, including an
evaluation of key high carbon-emitting sectors.

Differentiated data and analytics

The solution is powered by S&P Global Market
Intelligence’s proprietary datasets, including:

- Financials and industry-specific data

- Sophisticated quantitative credit scoring
methodologies from Credit Analytics

- Company-level greenhouse gas (GHG) emissions
and environmental impact data from Trucost

- Global supply chain and shipping
data from Panjiva

The solution automatically extracts relevant
company financials, borrower-level credit scores,
and industry-specific data to support a bottoms-up
modeling approach.

The analysis begins by translating different climate
scenarios and sector-specific supply and demand
elasticities and market dynamics into drivers of
financial performance tailored to each industry,

such as production volumes, fuel costs, and capital
expenditures (capex) spending. These drivers are then
used to forecast company financial statements under
various climate scenarios.

Finally, the financial forecasts are analyzed through
Credit Analytics models to calculate impacts on credit
scores and probabilities of default. Alternatively, the
projected financials may be used independently with
internal credit scoring platforms.

Flexible scenario analysis and
alignment to supervisory guidance

Climate Credit Analytics enables analysis of the
climate transition reference scenarios published

by the Network for Greening the Financial

System (NGFS), a group of over 60 central banks

and supervisors representing 60% of global GHG
emissions. NGFS scenarios are based on integrated
assessment models developed by the climate science
community and include multiple climate transition
pathways over multi-decade time horizons.

In addition, users have the option to run customized
scenarios or assess near-term exposure to climate
transition risks, such as the implementation of a
global carbon tax.

Assess the climate exposure of
your portfolios with Climate Credit
Analytics, a one-stop solution

for climate risk assessment.

" “Global Temperature Change”, Bloomberg, www.bloomberg.com/graphics/climate-change-data-green/temperature.html.

2 %2019 was 2nd hottest year on record for Earth say NOAA, NASA”, NOAA, January 15, 2020,
www.noaa.gov/news/2019-was-2nd-hottest-year-on-record-for-earth-say-noaa-nasa.

8 “Climate at a Glance”, NOAA, www.ncdc.noaa.gov/cag/global/time-series/globe/land_ocean/ytd/6/1880-2020.

“ Aninvestor initiative launched in 2017 to engage the world's largest corporate carbon emitters in taking necessary action on climate change.

® Oliver Wyman is a global management consulting firm and is not an affiliate of S&P Global, or any of its divisions.
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About Oliver Wyman

Oliver Wyman is a global leader in management consulting. With
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than 5,000 professionals around the world who work with clients to
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