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2023 SUSTAINABILITY REPORT

o A new publication on BAF/ACPR sustainable action o Expanding the reporting scope to include nature-related

that combines: risks:
» The Banque de France and ACPR Climate Action Report (previous » This change reflects the growing action of the Banque de France and the
Report in November 2022) ACPR in terms, for example, of incorporating the economic risks associated

with the degradation of nature and biodiversity loss.

» The Banque de France's annual responsible investment report
» Expansion in line with NGFS recommendations

LACTION RAPPORT
CLIMAT DURABILITE
DE LA BANQUE 2023

DE FRANCE o

ET DE LACPR

BaMOLUE DE FRAMCE m

o A report that will continue to evolve to provide greater transparency for both the public and our peer

institutions
» A context of heightened expectations for corporate sustainability reporting, particularly within the EU
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Incorporating climate risk into the Central
Bank’s missions
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Monetary and macroeconomic policy

Financial stability and financial system
supervision

Services to the economy and support for
businesses
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Monetary and
macroeconomic

policy
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A variety of potential climate shocks, some of which could occur simultaneously
Higher inflation

Negative supply-side narratives

» Disorderly introduction (sudden and/or
unanticipated) of a carbon tax

« Sudden tightening of environmental
regulations

* Increased frequency and severity of
weather events and natural disasters

Negative demand-side narratives

» Crisis of confidence due to
uncertainty over transition policies

* Turbulence on the financial markets
caused by stranded assets, leading to
tighter financing conditions

Positive demand-side narratives
Boom in public spending generating
frictions (labour and capital markets) in
reallocations between sectors
Boom in private green spending
accompanied by a ‘green bubble’ (e.g.
shortage of metals and minerals
required for green technologies)

Positive supply-side narratives

Green innovation that boosts global
productivity

High capital expenditure increases
potential output without crowding out
other investments
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Higher
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The impact of climate change on activity and prices: monetary
policy response

Temperature Evolution by Scenario Global GDP Impact by Climate Risk Source inflation Rate Deviations
ARG Surface Temperature (GSAT) increase (50™), NiGEM based on REMIND input (Combined Risk, NIGEM based on REMIND input)
MAGICC with REMIND emission inputs %o difference from baseline / year
*C global mean surface temperature increase / year Net Zero 2050 Delayed Transition Current Policies
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baseline scenario in which no transition or physical risks oocur. This baseline scenario represents a world in which climate
change does not occur. Thus, climate change has a negative impact on GDP in every plausible scenario, but the magnitude
Sources: IASA NGFS Climate Scenarios Database, MAGICC model of the losses differs acrmss them.
(with REMIND emissions inputs). MAGICC provides a range of temperature
increase compared to the pre-industrial levels.
The temperature paths displayed here follow the 50" percentile.
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Financial stability and financial
system supervision
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The BDF and the ACPR have been involved from the
outset in the supervision of climate risks

As part of its financial stability mandate, the ACPR has been supervising the climate risks encountered by
banks and insurers for nearly five years

Publication of best practices Conducting climate stress tests

= With its 2020 pilot

= In 2020, the ACPR programme, the ACPR

pgbllshe_d a X was the first
pioneering guide supervisory authority to o
to best practices in cimaiases pr o ot test the climate risk S
climate risk resilience of the banks T s
governance and and insurers that it .
management = requlates
o = A climate stress test £
specifically for insurers R '

was carried out in 2023
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A shared objective of incorporating sustainability issues more effectively

= The ECB has been able to draw on the work of the ACPR to devise its prudential expectations and
Initiatives for supervising climate risks

November Throughout November
2020 2022 2022
Publication of First ECB ECB thematic  Second ECB climate ESA “fit for 55”
ECB climate stress review stress test stress test
expectations test

= The ACPR and ECB jointly oversee French banks' compliance with prudential expectations and, if
necessary, they may deploy supervisory measures or sanctions

= As part of the new banking package, European supervisors will shortly be deploying measures to
supervise prudential transition plans

= Internationally, the BDF and the ACPR are helping to enhance the assessment of nature-related

financial risks within the 3”NcEs
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Services to the economy and
support for businesses
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GHG Emissions
KgCO2eq

Banque de France Climate Indicator
For several years now, the BdF has been working to assess where companies stand in relation to climate issues. In this
context, we have developed a prototype Climate Indicator.

This Climate Indicator assesses a company's transition strategy and its exposure to physical risks. It is structured around

3 axes:
Two quantitative axes: transition trajectory and physical risks

One based on expert assessment: maturity with regard to climate issues.

Transition Risk Physical Risk Maturity
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o sector
Reference emissions Aas geographical areas of exposure
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The climate indicator construction process

v Gradual construction, based on field tests, prioritizing the transition dimension in terms of development, coupled with maturity :

2022 2023 2024

Data collection on 60 Tests extended to 550 3 sectors deployed

companies in 5 pilot companies in 10 (power generation,
sectors sectors transport, real estate)

~2000 companies

By 2027
After 2027

Gradual expansion Continuation of

14 high-emission sectors methodological work for

deployment in other

~60% of GHG emissions

: sectors
covered (20,000 companies)

v" For physical risks: roll-out to a larger number of companies
v For the maturity dimension: timeline identical to transition




CONCLUSION
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