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A rapidly warming world makes adaptation—adjusting to current and future climate
impacts—an imperative. Yet despite more than doubling between 2018 and 2022, global
adaptation finance remains a fraction of what’s needed. A four-pillar strategy built on right data,
effective governance, supportive regulatory frameworks and innovative financial instruments
can unlock climate adaptation finance in Europe, turning challenges into investment
opportunities for greater resilience.

— Urgent Need & Opportunity. Physical climate risks (chronic and acute)? are already
“locked in” by past emissions, making adaptation essential regardless of mitigation
progress.® With supportive policies and financial incentives, adaptation can become a
viable business opportunity for the private sector.

— Scale of the Adaptation Finance Gap. Global adaptation finance grew from 2018 to
2022 but still covers only about 25-33% of emerging-market and developing-economy
investment needs through 2030; total funding in 2022 was just USD 150 billion—=7% of
all climate finance— and 92% of it was public.To align with global climate goals, annual
adaptation investment must increase nearly fivefold, reaching USD 530 billion per year
by 2030 and USD 700 billion by 2035 (Figure 1).

— EMDEs (ex-China) will need USD 200-300 billion per year by 2030 and USD 300—400
billion by 2035 (up from USD 40 billion in 2022). Advanced economies investment
must quadruple to USD 300 billion by 2035; China must triple to USD 100 billion.

' This one-pager distills the key messages and lays out both the scale of the funding gap and a four-lever strategy to unlock banking finance in Europe. For further
details see Climate Adaptation Finance SHORT . We gratefully acknowledge the valuable comments and suggestions of Elvira Calvo and Maria Erquiaga.

2 Physical climate risks refer to the potential direct impacts of climate change, arising from both acute events—such as floods, wildfires, storms, and
heatwaves—and chronic changes, including rising sea levels, prolonged droughts, and sustained temperature increases.

3 In 2024, economic damage caused by natural catastrophes amounted to $310 billion $, 6% more than previous year and 26% compared with the average for the



https://docs.google.com/presentation/d/1VqXRJkjb_H72bWzMCSO4jFxvepHB3iqDnDqG6pl4DiY/edit?usp=sharing
https://mailing-ircockpit.eqs.com/crm-mailing/a21e80ec-571e-1015-b4d5-273805d60f5f/cfd51e6f-fa63-462b-bdea-83e0ff1873d3/72b4b28d-1141-4bf8-bc89-c530f6f55f37/SRI_NatCatLossEst_2024_PR_EN.pdf
https://mailing-ircockpit.eqs.com/crm-mailing/a21e80ec-571e-1015-b4d5-273805d60f5f/cfd51e6f-fa63-462b-bdea-83e0ff1873d3/72b4b28d-1141-4bf8-bc89-c530f6f55f37/SRI_NatCatLossEst_2024_PR_EN.pdf
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FIGURE 1. ADAPTATION & RESILIENCE INVESTMENT NEEDS BY ECONOMIC REGION FOR 2030 AND 2035
(US$ BILLION 2023)*
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Source: BBVA Research from Raising ambition and accelerating delivery of climate finance-LSE.

— From highly uncertain investment needs to the potentially huge business
opportunity. The scale of climate-adaptation investment over the coming decade remains
highly uncertain—estimates swing from roughly USD 0.5 trillion (LSE) up to USD 1.3
trillion (BCG)—yet even at the low end these figures dwarf today’s funding levels,
underscoring a massive financing gap. At the same time, this very uncertainty masks a
potentially huge business opportunity: if regulators and policymakers can put in place
clear, consistent climate adaptation policies, private capital could be mobilized at scale.

— Barriers to Private Investment in Europe: i) Data gaps and inadequate climate-risk
analytics hinder informed decisions; ii) Long investment horizons and unclear or
unstable regulations weaken risk—reward; iii) Inability to capture environmental and
social benefits reduces market returns without public incentives.

— Four-Lever Strategy to Unlock Banking Finance in Europe. By combining these
levers—improved data, strategic alignment, robust regulation and capital mobilization
through de-risking and innovative finance—the banking sector can help unlock climate
adaptation banking funding in Europe:

— Data Infrastructure & Risk Assessment. Strengthening Europe’s data backbone is
critical to guide investment decisions, channeling private capital into adaptation.

4 The estimates of investment needs for adaptation and resilience in 2030 for China and other emerging markets and developing countries
were provided by the Finance chapter team of the UNEP Adaptation Gap Report (Nella Canales, Dipesh Chapagain and Paul Watkiss), based on 2024 analysis
using data from updated 2022 analysis of modelled costs, finance needs and international public adaptation finance flows.


https://www.lse.ac.uk/granthaminstitute/publication/raising-ambition-and-accelerating-delivery-of-climate-finance/
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Establishing a multi-stakeholder data-sharing hub and convening an industry working
group to standardize definitions, methodologies and reporting formats will ensure
consistency and comparability across institutions.

— Strategic Planning & Public-Private Governance. National Adaptation Plans must
evolve from policy blueprints into “investable” pipelines. This involves co-developing
with the private sector streamlined project inventories, funding-requirements estimates
and milestone-linked government support commitments.

— Financial Regulation & Taxonomy. To mainstream adaptation into finance,
regulations must be consistent and climate-responsive. Key actions include
harmonizing taxonomies, linking funding to climate goals, offering green loans, and
requiring climate risk disclosures and insurance coverage.

— Capital Mobilization & Innovative Instruments. Overall, financial institutions must
define their risk appetite for adaptation financing and, within that framework, leverage
de-risking instruments such as government-provided green guarantees. Similarly,
pilots of blended-finance structures—combining concessional public funds with
commercial equity or debt—will reduce uncertainty and test financial viability and
scalability. Private sector initiatives should be used to scale up and reinforce these pilot
projects. Furthermore, innovative financing instruments like sovereign resilience
bonds, catastrophe bonds, or adaptation-linked loans can then tap institutional
investors’ appetite for stable, long-dated cash flows. Development finance
institutions (DFls) can also play a vital role in mobilizing private investment.®> Their
primary focus should shift from direct financing to large-scale private capital
mobilization by deploying effective risk-mitigation instruments such as credit
guarantees, insurance, and first-loss mechanisms. To maximize their impact, DFls
must also standardize and streamline their processes to enhance both efficiency
and scalability.

In summary, unlocking climate adaptation funding in Europe demands a coordinated approach
combining data, strategic planning, regulation, and innovative finance. By enhancing data
systems, aligning public-private efforts, and embedding adaptation into financial practices, this
strategy sets the foundation for scaling investment and building a climate-resilient economy.

5 In this regard, the Fourth International Conference on Financing for Development states in its “Sevilla Commitment”: “... We encourage the multilateral
development banks and development finance institutions to strengthen their catalyzing capacity for private sector financing in developing countries, including by
supporting early-stage finance and enhancing projects’ bankability.”



https://financing.desa.un.org/ffd4?_gl=1%2Acaglq3%2A_ga%2AOTEwODE1MTcxLjE3NTAyNjU4NzA.%2A_ga_TK9BQL5X7Z%2AczE3NTIxNjAzMzAkbzEkZzAkdDE3NTIxNjAzMzAkajYwJGwwJGgw%2A_ga_S5EKZKSB78%2AczE3NTIxNjAzMzEkbzEkZzAkdDE3NTIxNjAzMzIkajU5JGwwJGgw
https://docs.un.org/en/A/CONF.227/2025/L.1
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DISCLAIMER

The present document does not constitute an “Investment Recommendation”, as defined in Regulation (EU) No 596/2014 of
the European Parliament and of the Council of 16 April 2014 on market abuse (“MAR?”). In particular, this document does not
constitute “Investment Research” nor “Marketing Material”, for the purposes of article 36 of the Regulation (EU) 2017/565 of 25
April 2016 supplementing Directive 2014/65/EU of the European Parliament and of the Council as regards organisational
requirements and operating conditions for investment firms and defined terms for the purposes of that Directive (MIFID II).

Readers should be aware that under no circumstances should they base their investment decisions on the information
contained in this document. Those persons or entities offering investment products to these potential investors are legally
required to provide the information needed for them to take an appropriate investment decision.

This document has been prepared by BBVA Research Department. It is provided for information purposes only and expresses
data or opinions regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we
consider to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either express
or implicit, regarding its accuracy, integrity or correctness.

This document and its contents are subject to changes without prior notice depending on variables such as the economic
context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest
in financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or
decision of any kind.

The content of this document is protected by intellectual property laws. Reproduction, transformation, distribution, public
communication, making available, extraction, reuse, forwarding or use of any nature by any means or process is prohibited,
except in cases where it is legally permitted or expressly authorised by BBVA on its website www.bbvaresearch.com.
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