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WHAT YOU NEED 
TO KNOW



In June the Bank of England Prudential

Regulation Authority (PRA) released full

details of its climate change

requirements.

Under CBES, the UK's largest banks, life

and general insurers and Lloyd’s

syndicates were required to assess the

impacts of the physical and transition

risks of climate change.

Lenders are  in the final stages of

submitting their assessments, with a

deadline of mid-October. 

Similar assessments are being rolled

out to smaller lenders over the next two

years, with a deadline of the end of

2021 for the implementation of

SS3/19.
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WHAT'S HAPPENING? 



Whilst smaller organisations are not required to take part in CBES, the PRA have

stated that all UK (re)insurers will need to demonstrate that the expectations

set out in SS3/19 have been embedded within their firms by the end of 2021.

This includes developing a strategic approach for climate risk which covers four

areas:
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WHAT IF I AM NOT
REQUIRED TO PARTICIPATE
IN CBES?

Risk

management

DisclosureStress

testing and

scenarios

analysis

Governance

arrangements

The key challenge for smaller organisations will be finding an approach that
offers the right level of detail whilst also remaining proportionate to their
business.

This is where services such as Nasdaq’s risk modelling for catastrophes
platform will be important in enabling firms to easily and quickly run their
portfolios for numerous perils at once. 

Click here to read the full PRA guidance for SS3/19.

Click here to arrange a consultation with Nasdaq’s team.

https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/supervisory-statement/2019/ss319.pdf?la=en&hash=7BA9824BAC5FB313F42C00889D4E3A6104881C44
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/supervisory-statement/2019/ss319.pdf?la=en&hash=7BA9824BAC5FB313F42C00889D4E3A6104881C44
https://www.nasdaq.com/solutions/fathom
https://www.nasdaq.com/solutions/fathom


WHAT'S HAPPENING? 

Physical

The risk posed to assets and
book by physical hazards,
extreme weather and climate
events.
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CLIMATE-RELATED RISK

EXPLAINED...

The economy and environment are linked. 

As human-induced climate change begins

to impact our communities and systems,

we must understand what risk this places

our financial institutions under.

The Bank of England has asked that

institutions test their resilience to physical

and transition risk.



WHAT'S HAPPENING? 
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Transition

Understanding how the

transition to a low carbon

economy may impact

existing assets, and how

investment decisions may

change as a result.

Alongside this, the Bank of England has

defined three future scenarios, ranging from

low to high warming:

Early policy action

Late policy action and 

No policy action

Firms are required to investigate their

changing exposure to risk under these

scenarios.

When focusing on physical risk, flooding is

one of the main physical hazards. It is

projected to increase in frequency and

severity as climate changes.
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Relevant research:

Combined Modeling of US Fluvial, Pluvial, and Coastal Flood Hazard Under Current and Future Climates
Bates, P., Quinn, N., Sampson, C., Smith, A., Wing, O., Sosa, J., Savage, J., Olcese, G., Neal, J., et al. 
link: https://agupubs.onlinelibrary.wiley.com/doi/10.1029/2020WR028673

Increased Flood Exposure Due to Climate Change and Population Growth in the United States
Swain, D.L., Wing, O.E.J., Bates, P.D., Done, J.M., Johnson, K.A., Cameron, D.R.
Link: https://agupubs.onlinelibrary.wiley.com/doi/10.1029/2020EF001778

WHAT DOES THE

RESEARCH SAY?
Academic research universally agrees that human-induced climate change is affecting

weather events globally. Recent research by Swain et al. found that in the United States,

so-called '100 year storms' are now 3 times more likely to happen due to anthropogenic

global warming.

What does this mean for the UK?

We are already seeing evidence of the impact of climate change on UK weather patterns, and

this is likely to escalate over the coming decades with potentially significant humanitarian and

economic consequences.  Analysis undertaken on our UK model has forecast that 1.35 million

properties will be at substantial risk of flooding by 2050, a rise of 24% from 2020, with a

potentially devastating financial impact for (re)insurers and property owners.



Fathom is already supporting a nymber of large syndicates to meet
the CBES requirements. 

Fathom-UK is able to provide high-resolution predictions for both current and future
climate scenarios - a first for flood modelling in the UK. 

Our flood hazard data deploys the following features: 
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HOW CAN FATHOM
HELP?

Testing for climate-related risk

Fluvial

Pluvial & 

Coastal 

Loss

Exceedance

Curve

RCP2.6 &

RCP8.6
Steady-state
projections for
warmer worlds.

2°C & 4°C

Simulating future
scenarios for 2030, 2050
and 2070. 

Average Annual

Loss

Prediction of ALE arising
from the flooding of
residential properties.

The ability to capture the
unique impact for every
peril.

Unique damage
functions based on
building, peril, and
coverage
characteristics.

To understand extreme
loss.

3
Future

Climate

Scenarios

>10,000

UKCP18 emissions
trajectories.

CBES

Requirements

We can provide
projections for the
warming scenarios and
time horizons defined by
the BoE.

Our probabilistic catastrophe model for the UK is available in Nasdaq for the
BoE stress test. The model will include inland and coastal perils for three climate
scenarios.

This will enable firms to make realistic calculations of loss due to events for a range of
frequencies and severities.

Fathom is already supporting a number of large syndicates and
insurers to meet the CBES requirements. 

Fathom-UK CAT offers five discrete climate conditioned models in line with the
Bank of England's requirements.  This includes policy pathways for early action,
late action and no additional action. 

Fluvial

Pluvial & 

Coastal 

Loss

Exceedance

Curve

RCP 2.6,

RCP 4.5 &

RCP 8.5

Steady-state projections
for warmer worlds.

2°C &

4°C
For year 0, year 10
and year 30.

Average Annual

Loss

Prediction of ALE arising
from the flooding of
residential properties.

The ability to capture the
unique impact for every
peril.

Unique damage functions
based on building, peril,
and coverage
characteristics.

To understand extreme
loss.

3
Future

Climate

Scenarios

>10,000

UKCP18 emissions
trajectories.

CBES

Requirements

We can provide
projections for the
warming scenarios and
time horizons defined by
the BoE.

The model can be accessed through Nasdaq's  Risk Modelling for
Catastrophes service and is easy to use.

As an insurer, all you need to do is upload your portfolio, select your desired conditions
and receive your flood risk assessment within minutes. 

Click here to learn more about the model or request a demo.

https://www.nasdaq.com/solutions/fathom
https://www.nasdaq.com/solutions/fathom


Mid-Feb 2021

Release of draft resources including a 
data template and qualitative
questionnaire, as well as
accompanying notes. Followed by
calls with participants and feedbackPublication of a finalised set of 

structured data templates and 
qualitative questionnaire and 

accompanying notes
Launch of CBES. Publication of final
guidance, scenario variable paths and
key elements document

End-January 2022

The BoE to announce decision on
whether to run a second round of

the exercise, and release any
associated material

TIMELINE

April 2019

December 2019

The PRA release SS3/19 with an
October 2019 deadline for firms to have

in place an implementation plan

May 2019

 ‘A framework for assessing financial
impacts of physical climate change. A
practitioner’s aide for the general
insurance sector' is released

23 April 2021

8 June 2021

Mid-October 2021

Participants' initial submissions due

Q1 2022

Publication of CBES Results

The Bank of England has issued the following timeline for
when these changes will come into effect. With the final
guidance due next week, financial institutions will have until
October to submit their assessments.
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Publication of a discussion
paper for the 2021 CBES

December 2020

Publication of the BoE's approach 
to the CBES

June 2020

CEO of the PRA, Sam Woods,
publishes 'Dear CEO' letter targetted
towards  regulated firms

Deadline for UK insurers and reinsurers to
demonstrate that the expectations set out
in SS3/19 have been embedded
throughout their firm as fully as possible

December 2021


