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Abstract: This report is mainly focused on how financial institutions should analyze their
environmental risks as an important part of measures to build the green financial system.
The report will first classify environmental risks into two categories, namely physical risks
and transition risks, with detailed definitions respectively; then explore the potential
mechanism through which environmental risks transform into risks of financial institutions,
such as valuation risk, credit risk, legal risk and operation risk. Third, the report will take
stock of existing methodologies for environmental risks analysis and assessment with case
studies on how they were used among banks, asset managers and insurance companies. The
report will conclude with policy recommendations to address the challenges of

environmental risk analysis.
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