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NBG's Sustainable Finance Framework

1 The NBG started developing Sustainable Finance Framework in 2017.
1 In 2019, the NBG launched the Roadmap for Sustainable Finance in Georgia:

 The ultimate goal of this roadmap is to provide a credible, predictable, and stable

regulatory framework and prepare the market for transitioning to sustainable finance.

1 Pillars of the Roadmap:

Support capacity building and increase awareness () ooz g

Guide the financial flows towards sustainable development

Roadmap for

Sustainable Finance in

Georgia

Ensure the incorporation of ESG into risk management and
decision-making of financial institutions

April 2019

Support transparency and market discipline
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Biodiversity Profile of Georgia

Environmental Performance Index

- Georg|a belongs tO the 35 "pr|0r|ty Environment1aulofireformanceIndex
ecoregions" identified by the World Water resources Climate Change
Wide Fund for Nature (WWF);
Agriculture Environmental Health

- Georgia is located in two of the 36
biodiversity hotspots recognized
by Conversation International;

Acid rain Air Quality
- Forests cover around 40 percent
of the country’s territory and 95-98
percent of them are of natural
Fisheries Sanitation and

origin;
- About 400 different species of
trees and plants are represented

- The protected area (PA) system
ConSIStS Of 94 PAS Biodiversity and Habitat Waste Management T 2012Georg

——— 2022 Georgia

2022 Post Soviet Countries Region
Median

------- 2022 World Median

Drinking Water

Ecosystem Services Heavy Metals

Ecosystem Vitality
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Assessment of BRFR in Georgia - Methodology

Georgian commercial banks lending portfolio

O The exposure of the financial sector to
Economic Activites the economic sectors were determined
on the basis of commercial banks’
lending data to legal entities obtained
from the NBG.

Manufacture of food products

Human health activities

Crop and animal production, hunting and
related activities

Financial service activities, except insurance
and pension

Manufacture of beverages

O In order to link ENCORE to financial data,
GICS business activities were manually
re-classified to match the two-digit NACE
REV 2 nomenclature.

Accommodation

Retail trade, except of motor vehicles and
motorcycles

Real estate activities 11.1%

Wholesale frade, except of motor vehicles . . .
i morcyies 12.8% Q The analysis excluded economically
Construcion o buidings 15% irrelevant activities for the Georgian
recentage  economy by manually filtering them out.
Other 28.1% Share
0% 5% 0% 16% 2% 2% W

Source: Author’s own elaboration of NBG data (2022)
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Assessment of BRFR in Georgia - Dependencies

Approximately, 46 percent of Georgian commercial banks' lending portfolio to legal entities could be exposed to biodiversity-
related phySicaI risk. The financial sector and ecosystem services dependencies

FINANCIAL SYSTEM ECONOMIC ACTIVITIES ECOSYSTEM SERVICES

Ecosystem service Percent of Mass stabilisation and eresion control
porth"O Gonstruction of buildings
Animal based energy 0.10%
Fibres and other materials 1.59% ——
Direct physical input Genetic materials 0.81% Wholesale trade, except of motor vehicles andiigtg .yg.i! /—
Ground water 7.9%
Surface water 8.12% S
Maintain nursery habitats 0.49% Db
Pollination 0.20%
. . Soil quality 0.89%
Enabling production Ventilation 0.13% \
Water flow maintenance 3.13% g
Water quality 1.42% £
Bio-remediation 0.57% @
Dilution by atmosphere and
Mitigating direct impacts ecosystems 0.32%
Filtration 0.44%
Mediation of sensory impacts 0.77%
Buffering and attenuation of mass =24
flows 0.68% i es
Climate Regulation 5.45% s A ey p,n,,um:\%\ SR ey
. . . Disease control 0.57% B4 ransport vi pipetines \:.:Z
PiielEeiiie) e eienpien Flood and storm protection 6.54% i\a\x'm\”"’“"“
Mass stabilisation and erosion oner \m
control 5.13% \\W
Pest control 0.45% Animl et onergy -
Total medium, high, and very high dependencies 45.71%

Total potential exposure to medium T
high and very high dependencies GEL 9.39 billion
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Assessment of Biodiversity-related Financial Risks in Georgia - Impacts

Approximately, 54 percent of Georgian banks’ business lending portfolio could be exposed to sectors that strongly

Impact ecosystem services and, thus, may face a hlgh transition risk. The impact on the biodiversity of financial business sector lending

FINANCIAL SYSTEM ECONOMIC ACTIVITIES IMPACTS
Percent of
Natural assets pOI'thHO Construction of buildings
Disturbances 2.19%
Freshwater ecosystem use 3.15% Whelesale trads, except of motor / / Solid waste
GHG emissions 7.67% Ve —
Marine ecosystem use 1.85% N
Retail trade, except of motor
Non-GHG air pollutants 2.54% vehleiesani motreycles
Other resource use 1.32% 2
Soil pollutants 5.57% §
Solid waste 6.45%
Terrestrial ecosystem use 7.87%
Water pollutants 6.17% :
Water use 8.88% ———tl i e S NS
vEdugation - - T~ N
0, ae—
Sum 53.66% — \\k&
Other
Total portfolio 100%

Total potential high and very high T
impacs on natural capital - GEL 11.03 billion
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Thank You!

Elene Nikuradze
Senior Sustainable Finance Specialist
Financial Stability Department
National Bank of Georgia
Elene.Nikuradze@nbg.gov.ge
SustainableFinance@nbg.gov.ge
https://nbg.gov.ge/en/page/sustainable-finance
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