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Climate change and implications 
for the banking sector

World Bank Group



T H E  W O R L D  B A N K  G R O U P   I   2

How do we assess the key 
risks for the economy?

Country Climate and Development 
Reports now cover more than 72 
economies
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Analytical approach to estimating economic impact
CLIMATE

VARIABLES
BIOPHYSICAL

MODELS
GEOSPATIAL

AGGREGATION
MACROECONOMIC

MODEL

• ½ degree data on 
precip and temp

• 2020-2050
• Multiple SSP scenarios

• Conversion of climate 
variables to biophysical 
effects

• E.g., yields, productivity, 
flood depths

• Aggregation to national 
scale using weights 

• e.g., land cover or 
population

• Shocks to:
• Sector productivity
• Labor
• Capital

4

FINANCIAL 
OUTPUTS

• Spatially disaggregated
• Informed by firm or 

banking data
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Step 1: How will direct (physical) damages change?

Source: CCDR for Kosovo and Armenia
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Step 2: How will 
direct damages 
affect the 
macroeconomic 
situation? 

Source: CCDR for Moldova
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Step 2: How will 
direct damages 
affect the 
macroeconomic 
situation? 

Source: CCDR for Uzbekistan
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Total GDP impacts will depend on the adaptive capacity of 
the economy
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Step 3: How will financial stability be affected?

99



Effect of drought on the Morocco banking sector



Effect of floods on the Morocco banking sector

Impact of GDP almost the same, but lower impact on CAR thanks for faster recovery





Accounting for 
heterogeneity in banks’ 
exposure doubles the 
impact on CAR
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Spatial and 
sectoral 
distribution of 
vulnerability can 
play a key role

• Local impact can exceed 
national-level impact.

• Some sectors are 
concentrated in some regions

• Some banks have 
concentrated portfolios in 
some regions or some 
sectors

Source: CCDR for Albania
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