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• Determine a governance structure for managing climate risks and opportunities

• Define roles and responsibilities for all relevant functions and personnel

• Establish policies and procedures to formalise frameworks and processes

• Build talent and capabilities, ensuring alignment between targets and incentives

• Perform strategic planning covering all aspects of the bank, including:

o green and sustainable financing;

o responsible investing;

o environmentally friendly operations; and

o promotion of internal and external stakeholders’ well-being

• Assess the transmission pathways of climate risks 
(physical and transition risks) to traditional risk types
(e.g. credit risk, liquidity risk, market risk, etc.)

• Evaluate the financial impact of climate risks

• Identify and manage exposures to high carbon 
emission industries by developing sector policies

• Integrate climate risk into overall enterprise risk 
management framework

• Prepare for the first climate-related disclosure by mid 2023 by implementing the 
recommendations of the Task Force on Climate-Related Financial Disclosures (TCFD)

• Devise an implementation plan to work towards full TCFD compliance by 2025

The HKMA’s SPM GS-1 Climate Risk Management Framework
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On 30 December 2021, the Hong Kong Monetary 
Authority (“HKMA”) issued the Supervisory Policy 
Manual (“SPM”) module GS-1 on climate risk 
management [1]. The purpose of the SPM GS-1 
module is to provide high-level guidance to AIs to 
build climate resilience by incorporating climate 
considerations into governance, strategy, risk 
management and disclosure. The HKMA allows a 
12-month period to implement the requirements set 
out in the SPM GS-1 module.

The requirements of the SPM GS-1 module embed a 
few key attributes:

 Proportionate - AIs are expected to adopt 
approaches that are proportionate to their size, 
structure and business; 

 Progressive and evolving – with the existing 
challenges such as data gaps and fast evolving 
market and regulatory developments, risk 
management approaches and AIs’ capacity will 
need to adapt and be enhanced over time. 
Aspects of approaches may require longer time 
horizon to address; 

 Balancing risks and opportunities – Climate 
risk is a source of risk which may manifest itself 
into the different traditional risk types. When 
developing strategy to manage the risks, it is 
also an opportunity for AIs to explore potential 
business opportunities and avenues to support 
their clients and society in transiting to a low 
carbon economy and addressing other 
environmental and sustainability-related issues.

[1] https://www.hkma.gov.hk/media/eng/doc/key-information/guidelines-and-circular/2021/20211230e2a1.pdf

https://www.hkma.gov.hk/media/eng/doc/key-information/guidelines-and-circular/2021/20211230e2a1.pdf
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Key next steps

We summarise below the key next steps that AIs should take to ensure compliance with the 12-month 
implementation timeline, and other aspects that banks should consider as part of their long-term strategic 
roadmap on green and sustainable banking.

Till Dec 2022

• Design governance structure 

• Define roles and responsibilities

• Conduct strategic assessment 
(including communication with 
stakeholders)

• Formulate climate-related strategy 
and goals

• Update risk appetite statement and 
risk management framework

• Conduct risk assessment on 
investment and lending portfolios, 
and own operations

• Assess and develop climate
scenario analysis that is relevant 
and meaningful to AI’s business 
model and risk profile

• Develop monitoring and mitigation 
measures

• Develop targets 
and metrics

• Initial 
preparation for 
first TCFD 
disclosure in 
2023

Governance

Strategy

Risk 
Management

Disclosure

• Ongoing assessment 
on the needs to enhance 
governance structure

• Regular strategic 
assessment 

• Ongoing enhancement 
of risk management 
framework and 
methodology

• Monitor targets and 
metrics

• First disclosure in 2023 
and full TCFD 
disclosure in 2025

2023 onwards

Other ongoing considerations

 Capability building (i.e. upskilling 
and talent recruitment)

 Enhance data governance and 
quality

 Resources planning

 Business development (i.e. products, 
services and client management)

 Monitor market and regulatory 
developments and calibrate strategy 
and risk management framework and 
approach

 Market and industry collaboration
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How PwC can help

• Evaluate the effectiveness 
of existing governance 
structure to address 
climate-related issues

• Provide recommendations 
on corporate governance 
structure, responsibilities 
related to Board and 
Senior Management cover 
climate risk management 
and sustainable banking

• Formulate sustainable 
banking and climate risk 
management strategy 
plan with near to long 
term recommended 
actions 

• Develop sustainable 
development strategy 
plan with roadmap of 
implementation, 
suggested performance 
management indicators, 
and recommendations 
and guiding principles 
related to climate 
risk and 
sustainable 
banking

• Integrate climate risk 
management into existing 
enterprise risk 
management framework 

• Perform climate-related 
scenario analysis and risk 
assessment of current 
portfolios

• Set up climate-related 
monitoring and reporting 
measures to support 
ongoing climate risk 
management

• Perform gap analysis 
against TCFD framework 
and recommend near to 
long term actions

• Provide assurance on 
disclosures

• Perform pre / post 
issuance verification; 
impact reporting 
assurance

Governance Strategy Risk Management Disclosure

Business Development
• Green and sustainability finance and investment - Set up framework and strategic plan, mitigate greenwashing risk, 

monitor and report outcomes, e.g. policy, operation process, assessment framework etc.

Capability building

• Provide training sessions to upskill organisation-wide climate-related capability

• Conduct workshops and insight sharing with C-suite executives and senior management to build function-
specific capabilities 

Data governance and quality

• Identify data and system limitations when managing climate-related risk

• Develop data enhancement implementation plan to collect and enhance quality of climate-related data

Why PwC

Readiness assessment – Perform readiness assessment against the GS-1 requirements and develop action plans

Strong record working with policy makers and industry association such as HKMA, SFC, HKAB on Climate Risk 
related initiatives

Strong global network of dedicated ESG and climate risk experts supporting financial institutions with global and 
regional footprints and exposures

Assist multiple banks on climate risk governance and strategy setting before and during GS-1 formulation

Industry pioneer in climate risk to develop and complete climate risk assessments for systematically important 
banks in Hong Kong, conducted scenario analysis and climate risk stress testing for various banks to fulfil 
HKMA’s requirements

Awarded “Climate Risk Advisory of the year” in Energy Risk Asia Awards 2020
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Appendix: Key changes of the finalised SPM GS-1 
issued on 30 Dec 2021 against the draft version 
issued on 20 Jul 2021

Overview Liability risk is removed from being a primary climate-related risk drivers (Section 2.1) and 
is incorporated as part of a traditional risk type – operational and legal risk (Section 5.2.2).

Governance
The language in Section 3.1.1 and 3.1.3 is revised to better reflect the roles and 
responsibilities of the board – “…The board has primary responsibility for the oversight of 
an AI’s approach to managing climate risks and opportunities, which is fundamental to an 
AI’s climate resilience…”

Strategy

There are additional languages in Section 3.2.4 and 4.2.3 to recognise the importance for 
AIs to consider how they can support their clients during transition.

The language in Section 4.2.8 is revised to recognise the challenges for AIs to develop 10-
year strategic plans given the uncertainty of climate change – “…the impacts of climate 
change over a longer time horizon, say over 10 years, should also be considered to cater 
for the unique nature of climate risks…”

The example in Section 4.3.5 is revised to recognise that it may be too early in the journey 
for AIs to consider linking climate strategy to variable remuneration – “…embedding 
climate-related risk considerations into performance scorecard…”

As an important component of a robust climate risk management framework, enhancing 
data governance and quality is included in Section 4.3.6 as an example of potential 
enhancements. 

Risk 
Management

The language in Section 5.1.2 is revised to clarify that such regular review should be 
conducted “… having regard to level of risk, size and nature of business of the AI…”

The language in Section 5.3 is revised to clarify that scenario analysis includes stress 
testing.

The language in Section 5.3.4 is revised to provide more flexibility in the scenarios and time 
horizons setting “…having regard to their business model and risk profile…”

There are additional languages in Section 5.3.6 and 5.3.7 that requires AIs to consider and 
document model limitations.

There are additional languages in Section 5.5.3 to emphasise that considerations should be 
given to financial inclusion to avoid abrupt changes causing undue hardship to clients.

There are additional examples in Section 5.5.4 about the use of favourable financing 
conditions or covenants to promote the consideration of sustainability when making 
business decisions among clients.

Disclosure
There is an additional example to consider for disclosure – “…any plans for transitioning to 
a low-carbon economy, which could include GHG emissions targets and specific activities 
intended to reduce GHG emissions or to support the transition…”
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