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Climate risk: where do French banks and 

insurers stand? 

By Laurent Clerc 

What are French banks and insurers doing to prepare for climate change? Where 

do they stand in terms of implementing France’s Energy Transition Law? Our 

analyses show significant though mixed progress with regard to transparency 

and governance of risks, and a growing but still incomplete recognition of climate 

risk as a financial risk. 

 

 

 
 

Chart 1: Geographical breakdown of the exposures of French banks  
Source: ACPR.  

Note: as a percentage of total outstanding amounts for the 7 main French banks at 30 June 2018 
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Chart 2: Insurers subject to Solvency II: breakdown of outstanding amounts by country  
Source: ACPR.  

Note: as a percentage of outstanding amounts at 30 June 2018 

The International Energy Agency estimates the financing required to make the transition to a 

low-carbon economy at several hundred billion euro worldwide per year while the Institute 

for Climate Economics (I4CE) considers that France alone needs additional investment of 

between EUR 45 billion and EUR 75 billion per year. This requires a sustained effort from 

private players, particularly banks and insurers, given the key role they play as a source of 

financing in the French economy. 

Both these sectors are directly exposed to some of the risks associated with climate change. 

Several recent publications by the Autorité de contrôle prudentiel et de résolution (ACPR – 

the French Prudential Supervision and Resolution Authority) analyse the way in which banks 

and insurers integrate and manage climate-related risk and, for the insurance sector, the 

extent to which the provisions of France’s Energy Transition Law have been implemented. 

We can draw four main conclusions from this work. 

1. Significant progress has been made in terms of governance of risks associated with 

climate change. In addition to announcements that policies were in place to disinvest from 

heavy greenhouse gas (such as carbon dioxide) emitting sectors, overall, banks and insurers 

have adopted strategic guidelines that comply with the objectives of the Paris Climate 

Agreement. Some have procedures in place to regularly report information on their 

exposure to climate-related risks to their highest decision-making bodies. In this case, the 

risk associated with climate change is also integrated into the framework of standard 

financial risk management procedures. However, the progress observed is mixed within the 

two sectors and has not generally been rolled out to business lines’ operational levels. 

2. Little progress has been made in terms of taking account of physical risks, which measure 

the direct impact of climate change on people and property (through droughts, floods, 

extreme weather events, etc.), and to which, admittedly, French banks and insurers are 

relatively little exposed. By comparing the location of exposures presented above with those 

taken from the reports of the Intergovernmental Panel on Climate Change (IPCC) or 
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academic studies such as that of Burke, Hsiang and Miguel (2015), we find that the 

exposures of French banks and insurers are generally located in areas considered not very 

vulnerable with regard to currently available climate change scenarios, and the majority are 

located in France, where there is an effective mechanism in place to take account of natural 

disasters.  

In this area, we note that insurance organisations, beyond the risks to their balance sheet 

assets, have developed, for the needs of their business, extremely detailed measures to 

track the location of insured people and property. In the insurance sector, the risks 

associated with the increase in the frequency and cost of extreme weather events have 

direct consequences on the pricing of insurance policies, which could ultimately raise doubts 

as to the insurability of certain risks, with potential implications for public policies and 

financing costs (rise in risk premiums and devaluation of property acting as collateral).  

3. There is a growing recognition of transition risk, which measures the financial impact of a 

shift in the behaviour of economic and financial players in response to the implementation 

of energy efficiency policies or technological changes. This progress reflects the a priori 

significant exposure of French financial institutions to the most carbon-intensive sectors. 

With regard to banks, it is estimated that the 20 most carbon-intensive sectors accounted for 

12.2% of net exposures to credit risk in 2017, down slightly compared with 2015, while, 

adopting the approach of Battiston et al. (2017), approximately 10% of French insurers’ 

investments were estimated to be in transition-risk sensitive sectors (fossil fuel, electricity or 

gas producers or consumers). The level of exposures appears extremely inconsistent within 

the two sectors. 
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Chart 3: The exposure of banks and insurers to transition risk (as a % of net exposures 

to credit risk for banks and as a % of investments, after applying the look-through 

approach, for insurers, as at 31 December 2017).  
Sources: Eurostat and ACPR.  

 

Note: (i) for banking institutions and insurance organisations, the amounts considered 

correspond to net exposures to credit risk and to investments, respectively (after applying 

the look-through approach to resident investment undertakings); (ii) the scopes correspond 

to the entire insurance sector and to six of the seven main French commercial banking 

institutions; (iii) the sectors (defined using the NACE rev2 classification) exposed to transition 

risk are identified on the basis of GHG-emission levels in proportion to value added. 
 

4. There is a major absentee: liability risk, which corresponds to the damages and interest 

that a legal entity would have to pay if it was found to be responsible for global warming. 

French banks and insurers have not yet properly analysed this risk, which can also be 

considered a catalyst for transition risk. This situation would appear to be unsatisfactory, 

given the growing number of instances observed at international level. Although this liability 

is certainly difficult to establish, some insurers that offer legal protection contracts are 

directly exposed. Furthermore, banks and insurers can be indirectly exposed through 

counterparty risk, market risk and reputational risk channels if they finance or provide 

insurance to companies deemed responsible for contributing to global warming. 


