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Climate risk — Overview
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Scenario design - Narrative
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Link to fossil fuels — Channels
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Link to fossil fuels — portfolio exposures

RANGE AND AVERAGE CO2
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Sources: Central Bank of Malta calculations.




Results — climate impact

STRESS TEST RESULTS — RELATIVE CONTRIBUTION OF ADVERSE
SCENARIO ON CORE DOMESTIC BANKS' TIER1 CAPITAL
RATIO

(per cent)

T1 Ratio 2021 19.20

Baseline T1 31977

Ratio 2024 | |
NIl & NNII B-o068
Credit Risk . M-136
Market Risk W07
Operational Risk H-110
Taxes and 1 | | | |
dividends | | Mo
Change in RWA . -0.92
Adverse T1 | |
S — 1538 | 1
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Source: Central Bank of Malta calculations.

STRESS TEST RESULTS — RELATIVE CONTRIBUTION OF ADVERSE
SCENARIO ON NON-CORE DOMESTIC BANKS' TIER 1 CAPITAL

RATIO
(per cent)

T1 Ratio 2021 19.51

Baseline T1
Ratio 2024

20.70
NIl & NNII | -0.48

Credit Risk - -1.94

Market Risk - - 342

Operational Risk ._ 1.04

Taxes and

dividends | 1.32

Change in RWA l -0.71

Adverse T1 5 5
Ratio 2024 — 14.42
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Source: Central Bank of Malta calculations.




Conclusions

Baseline scenario

POSITIVE
OUTCOME

Despite initial
inflationary
pressures

; Climate-related adverse

NON-
TRIVIAL
IMPACT

Raise awareness
of banks’
exposures to
vulnerable sectors

Way-forward

PREPAREDNESS
IS KEY

Address data gaps
Classify instruments
Assess risks

Monitor risk

Build up capital in advance
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