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The Opportunity in Climate
Adaptation Finance



Adapting to accelerated climate change is imperative—and, with
the right conditions in place, it can become an opportunity for
sustainable private-sector financing

Adaptation efforts are essential Climate-adaptation finance lags behind

... to prepare societies for the unavoidable ... particularly in the private sector.
impacts of climate change.

\/F The rise in temperature caused by & Climate-adaptation finance projects often lack an

8 accumulated greenhouse gases (GHGSs) in the attractive risk-reward profile because of data
atmosphere has high inertia. gaps, long investment horizons, and unclear or

unstable regulations.

‘II Regardless of emission-mitigation efforts, ‘ll Investment requirements for climate adaptation
physical climate risks—both chronic and over this decade are highly uncertain (*);
acute—will increase in the foreseeable future. anyway, far above current funding.

(*) for example BCG estimates a range between USD 0.5 to 1.3 trillion (The Private These requirements differ from business
Equity Opportunity in Climate Adaptation and Resilience. BCG May-2025), same time
that LSE estimates around 0.5 trillion (Raising ambition and accelerating delivery of opportunity, which depend on SUppOf'tiVG policies.

climate finance-LSE.
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https://www.bcg.com/publications/2025/investment-opportunities-in-climate-a-and-r
https://www.bcg.com/publications/2025/investment-opportunities-in-climate-a-and-r
https://www.lse.ac.uk/granthaminstitute/publication/raising-ambition-and-accelerating-delivery-of-climate-finance/
https://www.lse.ac.uk/granthaminstitute/publication/raising-ambition-and-accelerating-delivery-of-climate-finance/

Strategy to unlock climate adaptation banking funding in

Europe (¥

(Data Infrastructure & Risk h
Assessment

Improve climate risk data
and analysis to guide
investment decisions. Set a
level playing field

- J

Strategic Planning &
Public-Private Governance

Long-term planning to align
public-private efforts and
enhance coordination through
financial, technical, or
institutional mechanisms

Initiatives
— Enhance Climate-ADAPT
platform

— Foster sharing of data &
analysis (KPls,
methodologies)

— Non-Financial sectors stress
tests to climate change

— Integrate risk metrics into
lending

— Industry Working Group

Initiatives

— Investable National Adaptation
Plans (investments, sectoral..),
common structure

— Dedicated funding windows

— Intergovernmental public
coordination

— Dedicated resources and
assistance for SME & Retail

— Taking advantage of just
transition tools

- J

Financial Regulation &
Taxonomy

Embed climate adaptation in
financial and sustainability
frameworks. Flexibility and

consistency to market

L standards are a must. )

Initiatives

— Simplify and align taxonomies to
market standards

— Link public financing to projects
based on climate

Capital Mobilization & )

Innovative Finance
Instruments

Mobilize capital through
de-risking and new financial
instruments

- J

Initiatives

— Adaptation specific risk-appetite
frameworks

— Expand de-risking tools like green
guarantees adaptation criteria

— Offer favorable loans to companies — Pilot blended finance, with a

aligned with climate standards

— Mandate climate risk disclosures
and insurance coverage

(*) Based on best practices or recommendations from national climate-adaptation plans of France, Germany, the Netherlands, Spain and the UK;

See here a summary of the EU COM wide assessment of the NECPs (May-25) on climate adaptation

focus on private-sector

— Innovative financial instruments
like sovereign resilience bonds,
financing linked to adaptation
plans (company level)
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https://commission.europa.eu/document/download/97168210-2a5c-4d1a-9ed8-6a063e011537_en?filename=COM_2025_274_1_EN_ACT_part1_v6.pdf

Adaptation Finance: Business Opportunity Driven by Huge
(but Uncertain) Investment Needs and Supportive Policies

Adaptation finance continues to lag. Although it more than doubled
between 2018 and 2022, global annual adaptation funding still covers only
about one-fourth of the amount required for emerging markets and
developing economies (EMDEs) through 2030.

Public sources supplied 92 percent of adaptation flows in 2022. Overall,
the climate-finance landscape remains tilted toward mitigation. (Details)

Investment needs: Likely huge, but highly uncertain

To stay on track with global climate goals, global climate adaptation
investment must increase nearly fivefold over the next decade compared to
2022 levels (Raising ambition and accelerating delivery of climate
finance-LSE). (Details)

Highly Uncertain: Alternative methodological approaches —whether they
model different climate scenarios or reflect society’s level of ambition—yield
very different estimates from different institutions. (Details)

Additionally, the reports highlight omissions—private infrastructure,
cooling demand, and labour-productivity losses—and state that the true
needs may be much higher.

Overall, the required investment/financing need is quite distinct from
a viable business opportunity, which will only emerge if appropriate
public policies and financial incentives are put in place.

ADAPTATION & RESILIENCE INVESTMENT NEEDS

BY ECONOMIC REGION FOR 2030 AND 2035
(US$ BILLION 2023)*

800

x4.7

x3 X7.5 ”
an

Advanced China EMDEs other than World
economies China

o
-

m2022 m2030 =2035

Source: BBVA Research from Raising ambition and accelerating delivery of climate finance-LSE.
* 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. 0.4


https://www.lse.ac.uk/granthaminstitute/publication/raising-ambition-and-accelerating-delivery-of-climate-finance/
https://www.lse.ac.uk/granthaminstitute/publication/raising-ambition-and-accelerating-delivery-of-climate-finance/
https://www.lse.ac.uk/granthaminstitute/publication/raising-ambition-and-accelerating-delivery-of-climate-finance/
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Annex:
Strategy to unlock climate adaptation
banking funding in Europe



Strategy to unlock climate adaptation banking funding in

Europe(*)

Lever Objective

Improve climate risk
data and analysis to
guide investment
decisions

1. Data Infrastructure &
Risk Assessment
(see further details)

Long-term planning
for aligning
public-private efforts
and enhance
coordination

2. Strategic Planning &
Public-Private

Governance
(see further details)

Embed adaptation in
3. Financial Regulation financial regulations

& Taxonomy and sustainability
(see further details) frameworks. Market

standards are a must.

4. Capital Mobilization Mobilize capital
& Innovative Finance through de-risking
Instruments and new financial
(see further details) instruments

(*) Catalogue of best practices to encourage and promote the financing of climate adaptation projects in Europe based on recommendations from national climate-adaptation plans of France, Germany, the
Netherlands, Spain and the UK; (**) Some initiatives can serve more than one objective.

Initiatives (**)

1.1.
1.2
1.3.
1.4.

1.5.

Enhance Climate-ADAPT platform (e.g. including more financial data)

Foster sharing of data & analysis (e.g. Banque de France hub)

Non-Financial sectors stress tests to climate change (e.g. France has established them for its national
electricity network, while the Netherlands has planned regular updates for essential infrastructure like roads,
railways and waterways)

Integrate risk metrics into lending, enabling informed decision-making regarding climate resilience (e.g.
(Accelerating climate adaptation, JRC Risk data hub)

Create an Industry Working Group to design and implement the dataset to meet the needs of diverse
stakeholders

Develop financial, technical, or institutional mechanism to support climate adaptation; such as:

2.1.

2.2.
2.2.
2.8,
2.4.
3.1
3.2.
3.3.
3.4.

4.1.
4.2.
4.3.
4.4.

Investable National Adaptation Plans setting priorities, objectives, support programmes, investments (both
public and private), sectoral vision if necessary

Dedicated funding windows (e.g. UKRI funds)

Intergovernmental public coordination. (e.g. Delta Programme in Netherlands).

Dedicated resources for SME (e.g. Green loans for small businesses)

Just transition tools (e.g. The EU Just Transition Mechanism) to alleviate the social impact of the transition
Simplify and align taxonomies to market standards. (e.g. German Adaptation Plan)

Link public financing to projects based on climate adaptation criteria

Offer favorable loans to companies aligned with climate standards (KfW)

Mandate climate risk disclosures and insurance coverage (e.g. Banque de France promotes integration of
climate risks into financial supervision and insurance)

Adaptation finance specific risk-appetite frameworks

Expand de-risking tools like green guarantees or Fonds vert (France).

Pilot blended finance, with a focus on private-sector initiatives

Innovative financial instruments like sovereign resilience bonds bonds, catastrophe bonds,

impact loans and flexible financing
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https://climate-adapt.eea.europa.eu/en
https://www.banque-france.fr/fr/publications-et-statistiques/publications/green-finance-banque-de-france-launches-its-climate-change-centre-ccc-and-publishes-its-3rd
https://www.dnb.nl/media/1lres2sk/accelerating-climate-adaptation-report.pdf
https://drmkc.jrc.ec.europa.eu/inform-index/INFORM-Risk/Country-Risk-Profile
https://www.ukri.org/
https://english.deltaprogramma.nl/delta-programme/2024-delta-programme
https://www.british-business-bank.co.uk/business-guidance/guidance-articles/sustainability/green-loans-for-smaller-businesses?utm_source=chatgpt.com
https://commission.europa.eu/strategy-and-policy/priorities-2019-2024/european-green-deal/finance-and-green-deal/just-transition-mechanism_en
https://www.bmuv.de/en/download/2024-german-climate-adaptation-strategy
https://www.kfw.de/inlandsfoerderung/Unternehmen/Energie-und-Umwelt/F%C3%B6rderprodukte/KfW-Konsortialkredit-Nachhaltige-Transformation-%28291%29/
https://acpr.banque-france.fr/system/files/import/acpr/medias/documents/as_cover_note_en.pdf
https://www.ecologie.gouv.fr/fonds-vert

1. Data Infrastructure & Risk Assessment

1.1.

1.2

1.3.

1.4.

1.5.

Click here

Enhance Climate-ADAPT platform. The Climate-ADAPT platform is a European initiative aimed at enhancing accessibility and sharing information on climate adaptation. It
provides tools to assess risks, share successful practices, and facilitate decision-making based on scientific evidence. This platform could be strengthened to serve as a reference
source, providing sectoral-climate data for adaptation, along with comparable and homogeneous information, with an emphasis on financial data.

Foster sharing of data & analysis (e.g. Banque de France hub). Develop or extend national or European platforms for sharing climate-related financial data among banks,
regulators and investors, and enhance the accessibility and quality of climate information. One of the main examples(*) is the Climate Change Centre (CCC), established by
the Banque de France, a national data hub sharing climate risk information and tools such as the ‘Indicateur Climat’, measuring physical climate risk within
banking portfolios.

Sector-wide stress tests to climate events. They evaluate how different economic sectors and critical infrastructures can withstand extreme climate scenarios, enabling
governments and businesses to identify vulnerabilities, optimize risk management, and ensure resilience of essential systems. France, for example, has established stress tests for
its national electricity network to ensure energy stability under extreme climate scenarios (ER PNACC-3.p.227). Similarly, the Netherlands has planned regular updates of these
stress tests for essential infrastructure (roads, railways, and waterways) (NL Adaptation Plan. p.103).

Integrate risk metrics into lending - such as flood probability, drought severity, and heat exposure—into credit assessment to support more resilient lending decisions. In the
Netherlands, Rabobank integrates climate-risk analysis into agricultural lending through partnerships with insurers like Achmea and a.s.r., under the Working Group on Climate
Adaptation (Accelerating climate adaptation e.g. p.101). The Joint Research Center (JRC) of the European Commission is the scientific lead for INFORM, a multi-stakeholder forum
for developing shared, quantitative analysis relevant to humanitarian crises and disasters. INFORM includes organisations from across the multilateral system, including the
humanitarian and development sector, donors, and technical partners. In addition, ING Netherlands has developed a service that aims to inform home buyers about their
climate-related risk associated with specific properties, enabling them to adjust their offers according to the climate risk, but also strengthen ING’s integration of physical risk metrics
into mortgage lending processes (ING's tool to integrate physical risks in mortgages).

BBVA'’s Risk view. The EU hosts various data platforms (e.g., Copernicus, Climate Data Store, JRC Risk Data Hub, DRKMC Inform), but key climate hazard layers—such as
earthquakes, windstorms, and extreme heat—are often inaccessible or not directly downloadable (e.g., broken links in the JRC Risk Data Hub). Any probabilistic analysis should
produce GIS-compatible outputs to enable integration and post-processing by financial institutions, insurers, and public authorities. A globally standardized geospatial dataset
for climate risks is needed, allowing consistent methodologies across regions. This dataset should cover minimum all variables referenced in the EU taxonomy for climate hazards
(e.g., Draughts: Consecutive Dry Days -CDD-, SPI, Extreme Temperature: TX35/40, Precipitations - RX1day) with unified scenarios (SSPs) and time horizons (e.g., 2021-2040,
2041-2060). Copernicus Climate Data Store is proposed as the host, providing user-ready data with clear metadata, standardized formats (GeoTIFF, Geoparquet), and predefined
timeframes and probabilities to reduce preprocessing. Finally, a multidisciplinary working group should be established to design and implement this dataset to meet the needs of
diverse stakeholders.

(*) other initiatives related to climate change: ECB Climate change-related indicators: Adaptation | Network for Greening the Financial System). p.7


https://www.ecb.europa.eu/stats/all-key-statistics/horizontal-indicators/sustainability-indicators/html/index.en.html
https://climate-adapt.eea.europa.eu/en
https://www.banque-france.fr/fr/publications-et-statistiques/publications/green-finance-banque-de-france-launches-its-climate-change-centre-ccc-and-publishes-its-3rd
https://drive.google.com/file/d/1PeCXyeUMX7yaQ0YLshLrV7mhohUPazjH/view?usp=drive_link
https://drive.google.com/file/d/11sES80dtHmNMdp5Ad0wmhDFKIDOkxM_w/view?usp=drive_link
https://www.dnb.nl/media/1lres2sk/accelerating-climate-adaptation-report.pdf
https://drmkc.jrc.ec.europa.eu/inform-index/INFORM-Risk/Country-Risk-Profile
https://www.ing.nl/particulier/hypotheek/woningcheck

2, Strategic Planning & Public-Private Governance

Click here

It is worth noting that to align public-private efforts with long-term planning, the integration of adaptation measures into general public policies with concrete,
measurable targets is a must. Financial, technical, or institutional mechanism to support climate adaptation:

2.1. Investable National Adaptation Plans that define priorities, objectives, support programmes, investments (both public and private), and sectoral approaches
where appropriate.

2.2. Dedicated funding windows (e.g. UKRI funds; IF-CAP: Innovative Finance Facility for Climate in Asia and the Pacific | Asian Development Bank; COP29 | MDBs
to Boost Climate Finance)

- Grant Window: UKRI-Defra “Maximising UK Adaptation” window: Funds science that underpins risk-proofing of infrastructure, water, health etc.

- Guarantee Window: ADB IF-CAP guarantee facility: 35-40 % of pipeline tagged for adaptation (coastal protection, climate-smart ag, early-warning systems).
Uses donor guarantees to unlock ADB climate lending; first-loss guarantee lowers the Bank’s capital charge. Europe could replicate via EIB/InvestEU.

- Blending Window: COP29 | MDBs to Boost Climate Finance: Signals predictable flows that EU banks can align with, especially for outward-looking
programmes.

2.3. Intergovernmental public coordination (e.g. Delta Programme, in Netherlands, integrates adaptation into all levels of government).

- Coordinating actions between different levels of government (national, regional, local) helps avoid duplication and improve efficiency, as well as strengthen
social and economic resilience at the territorial level.

2.4. Dedicated resources for SME (e.g. Green loans for small businesses)
- Why SMEs? They account for ~ 99 % of EU businesses yet typically lack the capacity to quantify climate risks or access concessional capital.

- Green loans for small businesses: Banks cap use-of-proceeds to adaptive measures; some waive arrangement fees if borrowers hit resilience KPIs. UK
green-loan products (e.g., Lloyds, Triodos, Barclays) explicitly recognise adaptation investments alongside renewables.

2.5. Just transition tools (e.g. The EU Just Transition Mechanism, providing targeted support to help mobilise around €55 billion over the period 2021-2027 to
alleviate the socio-economic impact of the transition). How to embed adaptation into JTM:

- Eligibility tweaks. Allow regions to submit projects whose primary objective is adaptation.
- Social-conditional finance. Link grant percentage to quantified avoided climate damage per household, ensuring vulnerable groups benefit.
- Metrics & disclosure. Extend JTM scoreboard with adaptation KPls.
p.8


https://www.ukri.org/
https://www.adb.org/what-we-do/funds/ifcap
https://www.worldbank.org/en/news/press-release/2024/11/12/multilateral-development-banks-to-boost-climate-finance
https://www.worldbank.org/en/news/press-release/2024/11/12/multilateral-development-banks-to-boost-climate-finance
https://www.ukri.org/opportunity/maximising-uk-adaptation-to-climate-change-research-projects/
https://www.adb.org/what-we-do/funds/ifcap
https://www.worldbank.org/en/news/press-release/2024/11/12/multilateral-development-banks-to-boost-climate-finance
https://english.deltaprogramma.nl/delta-programme/2024-delta-programme
https://www.british-business-bank.co.uk/business-guidance/guidance-articles/sustainability/green-loans-for-smaller-businesses?utm_source=chatgpt.com
https://www.british-business-bank.co.uk/business-guidance/guidance-articles/sustainability/green-loans-for-smaller-businesses?utm_source=chatgpt.com
https://commission.europa.eu/strategy-and-policy/priorities-2019-2024/european-green-deal/finance-and-green-deal/just-transition-mechanism_en

3. Financial Regulation & Taxonomy

Click here

3.1. Simplify and align taxonomies to market standards. Frameworks such as the Climate Bonds Initiative and other relevant initiatives should also be referenced
and taken into account. Apply EU Taxonomy to climate adaptation: In 2022, the European Commission published technical criteria for selected adaptation
activities, covering sectors like energy, manufacturing, and construction, but implementation remains fragmented and complex. To scale this up, Member States
should align national investment programs with the EU Taxonomy, while financial institutions apply adaptation criteria to build investor trust. In particular,
Germany is implementing the Taxonomy, including adaptation criteria, through different initiatives at both governmental and financial sector levels (German
Adaptation Plan). It advocates for an alignment between national, European and international (UN) requirements to boost climate adaptation (p.15).

3.2. Link public financing to projects based on climate adaptation criteria. Several European countries (Netherlands, France, Spain,...) are actively linking
public financing to climate adaptation criteria, aligning with the EU’s climate resilience objectives: The Netherlands' Delta Programme invests public funds to
strengthen dikes and water systems, enhancing climate resilience and managing flood and water supply risks; France integrates climate adaptation into public
financing through its Common Agricultural Policy Plan 2023-2027, which includes subsidies promoting water conservation and sustainable practices; Spain
incorporates climate adaptation into its National Adaptation Plan, which guides public financing toward projects that address climate risks.

3.3. Offer favorable loans to companies aligned with climate standards. In Germany, the national development bank KfW plays a key role in financing
climate-related projects, particularly those that align with the EU Taxonomy standards.

3.4. Mandate climate risk disclosures and insurance coverage. The Banque de France and the Autorité de Contréle Prudentiel et de Résolution (ACPR)
have been pioneers in incorporating climate risks into financial supervision, encouraging financial institutions to assess and disclose climate-related risks.
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https://www.bmuv.de/en/download/2024-german-climate-adaptation-strategy
https://www.bmuv.de/en/download/2024-german-climate-adaptation-strategy
https://english.deltaprogramma.nl/
https://agriculture.ec.europa.eu/cap-my-country/cap-strategic-plans/france_en
https://www.miteco.gob.es/content/dam/miteco/es/cambio-climatico/temas/impactos-vulnerabilidad-y-adaptacion/pnacc-2021-2030_tcm30-512163.pdf
https://www.kfw.de/inlandsfoerderung/Unternehmen/Energie-und-Umwelt/F%C3%B6rderprodukte/KfW-Konsortialkredit-Nachhaltige-Transformation-%28291%29/
https://www.kfw.de/inlandsfoerderung/Unternehmen/Energie-und-Umwelt/F%C3%B6rderprodukte/KfW-Konsortialkredit-Nachhaltige-Transformation-%28291%29/
https://acpr.banque-france.fr/system/files/import/acpr/medias/documents/as_cover_note_en.pdf

4. Mobilize capital through de-risking and new financial
instruments

Click here

4.1. Adaptation specific risk-appetite frameworks

4.2. Expand de-risking tools such as green guarantees, Fonds vert (France, grants covering up to 80% of the total budget) or Paiements pour services
environnementaux publics, a public incentive aimed at farmers. These measures help to reduce the ‘front-end costs’ of investments in climate adaptation.

4.3. Pilot blended finance to reduce uncertainty and test financial viability and scalability. Although these projects are generally focused on natural infrastructures or
state-owned properties (e.g. coastal areas, public buildings such as schools or prisons), private-sector initiatives should be reinforced (e.g. climate adaptation
measures in agriculture, industry and transport private projects). This also helps foster a risk-aware culture in the sectors most affected by physical climate risks.

4.4. Innovative financing instruments:

- sovereign resilience bonds (green bonds subject to adaptation climate objectives) or catastrophe bonds (extra-premium received by investors due to a tail
risk; in exchange, the issuer does not need to redeem the bond in the case of a predefined event happens). E.g. Green OATs in France -which include
adaptation finance objectives thought not exclusively - and USAA cat bond issuance in 2025.

- adaptation-linked instruments: mainly bonds or loans. (e.g. Austrian company Verbund: ESG-linked syndicated loan whose margin adjustment is based on
the company’s sustainability scores and sustainability-linked bond).

- equity-loan schemes, often structured with public funds to attract private investment.

- impact loans are provided to companies that generate environmental or social impact, often benefiting from an interest rate discount, (e.g. Rabobank
program in collaboration with EIB).

- grace periods and flexible private financing, as transition could involve temporarily income drop at the time investments are needed. relevance of credible
business plans.

Where possible, all financial solutions should be securitized.


https://www.ecologie.gouv.fr/fonds-vert
https://www.ecologie.gouv.fr/politiques-publiques/paiements-services-environnementaux-publics
https://www.ecologie.gouv.fr/politiques-publiques/paiements-services-environnementaux-publics
https://www.aft.gouv.fr/files/medias-aft//3_Dette/3.2_OATMLT/3.2.2_OATVerte/RAPPORT_AFT_OAT%20VERTE_2023_FINAL_WEB_00_ENG-03A.pdf
https://www.artemis.bm/news/usaa-targets-400m-of-aggregate-cat-bond-protection-with-residential-re-2025-1/
https://www.verbund.com/en/group/investor-relations/sustainable-financing
https://www.rabobank.nl/nieuws/011335712/rabo-impactlening-rentekorting-voor-duurzame-koplopers
https://www.rabobank.nl/nieuws/011335712/rabo-impactlening-rentekorting-voor-duurzame-koplopers
https://www.dnb.nl/media/1lres2sk/accelerating-climate-adaptation-report.pdf

EU COM wide assessment of the National Energy & Climate
Plans (NECP)

(May-25) on climate adaptation

Click here

NECPs usually include cross-references to national adaptation strategies and plans.
X Commission recommendations have been addressed only partially .

X Adaptation policies and measures are properly embedded across the Energy Union dimensions in only a few final
plans (IE, EL, ES, HR, AT, SI, Fl).

X Lack of quantitative measurements of adaptation needs, impacts and benefits of adaptation policies

NECPs often lack information on climate vulnerabilities and risks for the Energy Union.

X Only a limited number of plans address the consequences of climate change on future water availability and the
risks for the energy sector (EL, ES, FR, HR, IT, PT).

X While the relevance of the role of nature-based solutions is recognised in some cases, their use is not consistently
promoted - even though they serve dual purposes for energy and climate adaptation.
Usefulness of NECPs: Setting national priorities aligned with common EU energy and climate objectives under
current and future EU budgets. They also help to identify synergies with other sectoral priorities (e.g. environment).
On track: COM will continue to support national implementation efforts and strengthen regional cooperation.
Way forward: Additional action is needed to meet targets and scale up climate adaptation efforts.



https://commission.europa.eu/document/download/97168210-2a5c-4d1a-9ed8-6a063e011537_en?filename=COM_2025_274_1_EN_ACT_part1_v6.pdf
#
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Annex:
Evaluating the Business Opportunity



The rise in global temperature over the next
decade is largely locked in, no matter which
emissions pathway we follow, so both chronic and
acute climate risks will persist.

Adaptation to climate change refers to the
process of adjusting to current or expected
future climate and its effects, taking actions to
prevent or minimize the harm that climate change
can cause, or to take advantage of potential
opportunities.

Adaptation encompasses a wide range of
activities: building resilient infrastructure, restoring
ecosystems, modifying agricultural practices,
fostering water management, lowering disaster
climate risk impact.

WORLD. SURFACE TEMPERATURE
(°C ABOVE PRE-INDUSTRIAL LEVELS)

Adaptation efforts are needed to prepare societies for the
unavoidable impacts of climate change

2020 2025 2030 2035

—Current Policies, Phase V Net-zero, Phase V

Source: BBVA Research from NGFS phase V Scenario Explorer.
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https://data.ene.iiasa.ac.at/ngfs/#/workspaces

Adaptation finance remains well below estimated needs,
with private sources lagging behind

Click here
GLOBAL ADAPTATION FINANCE 2018-2022 AND GLOBAL ADAPTATION FINANCE 2021-2022
FUTURE EMDES NEEDS (AND DUAL BENEFITS). PUBLIC AND PRIVATE
(USD BILLION) (USD BILLION)
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Source: BBVA Research from Global Landscape of Climate Finance 2024

Adaptation finance continues to lag. Although it more than doubled between 2018 and 2022, global annual adaptation
funding still covers only about one-third of the amount required for emerging markets and developing economies
(EMDEs) through 2030. Public sources supplied 92 percent of adaptation flows in 2022. Overall, the climate-finance
landscape remains tilted toward mitigation, even adding funding to projects with dual benefits, both adaptation and mitigation.
p. 14


https://www.climatepolicyinitiative.org/publication/global-landscape-of-climate-finance-2024/

Potential Size of the Business Opportunity in Climate
Adaptation Finance: Investment requirements are uncertain, but they are far

above current funding levels

— CPL. It aggregates country-level adaptation-cost studies
for EMDESs only. Assumes costs escalate with worsening
climate impacts and delayed action (“spiralling cost of
inaction”). Excludes most domestic public budgets and
private outlays owing to tracking gaps, so authors warn
numbers are “likely a significant underestimate.”

— UN AGR. Two parallel approaches:

— Model based: convert climate-damage estimates under
multiple RCP scenarios into least-cost adaptation
packages; numbers updated to 2022 dollars; sensitivity to
mitigation progress noted.

— Country targets (Bottom-up country needs): costs
in NAPs/NDCs scaled to all developing nations;
captures ambition & socio-economic context,
but varies by methodology.

CLIMATE ADAPTATION. REQUIRED INVESTMENT

IN EMERGING AND DEVELOPING ECONOMIES usD
BILLION YEARLY (2022 PRICES)
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based targets
Data Current decade
CPI UN (AGR)

Source: BBVA Research from Climate Policy Initiative (CPI), UN Adaptation Gap Report (AGR
Model-based ranges reflect the diversity of climate-scenarios considered, whereas country-target
ranges illustrate how different extrapolation factors are applied to estimate the total global

adaptation-finance needs of all developing countries from their submitted NDCs and NAPs. p. 15


https://www.climatepolicyinitiative.org/publication/global-landscape-of-climate-finance-2024/
https://www.unep.org/resources/adaptation-gap-report-2024
https://www.climatepolicyinitiative.org/publication/global-landscape-of-climate-finance-2024/
https://www.unep.org/resources/adaptation-gap-report-2024

Potential Size of the Business Opportunity in Climate

Adaptation Finance: Investment requirements are uncertain, but they are

far above current funding levels

— BCG. This reference extrapolates to Advanced Economies the
UN AGR (2024) analysis to estimate global investment needs for
climate adaptation, placing them in a range of USD 540 billion to
USD 1.4 trillion per year (in 2022 prices) over the current decade.

The extrapolation made by BCG of financing figures from
developed countries based on those of developing economies
from UN AGR seems exaggerated. The percentages BCG
assigns to developed countries actually correspond to climate
adaptation financing in developing countries that originates from
developed countries. As a reference, according to Climate Policy
Initiative (2024), over the period 2018-2022, EMDEs accounted for
92% of adaptation finance.

— It is worth noting that:

Huge uncertainty: Alternative approaches—whether they model
different climate scenarios or reflect society’s level of
ambition—yield very different estimates.

Additionally, the reports highlight omissions—private
infrastructure, cooling demand, and labour-productivity
losses—and state that the true needs may be much higher.

Overall, the required investment/financing need is quite
distinct from a viable business opportunity, which will
only emerge if appropriate public policies and financial
incentives are put in place.

Click here

CLIMATE ADAPTATION. REQUIRED INVESTMENT

IN THE WORLD ECONOMY USD BILLION YEARLY (2022
PRICES)

—— |

2021 2022 Model Country Low High Low High
based targets
EMDEs Advanced Economies World (UN's EMDEs
*) + BCG's AE)
UN (AGR) BCG
Data (World) Current decade (annual)

Source: BBVA Research from The Private Equity Opportunity in Climate Adaptation and Adaptation Gap
Report 2024 | UNEP - UN Environment Programme.

(*) Advanced economies estimation based on developed countries' share of adaptation finance needs
vs. developing countries across modeled costs of adaptation and country NDCs

and NAPs (estimates range from 57% to 71% of global needs). p. 16



https://www.bcg.com/publications/2025/investment-opportunities-in-climate-a-and-r
https://www.unep.org/resources/adaptation-gap-report-2024
https://www.unep.org/resources/adaptation-gap-report-2024
https://www.bcg.com/publications/2025/investment-opportunities-in-climate-a-and-r
https://www.unep.org/resources/adaptation-gap-report-2024

Climate Adaptation Remains Severely Underfunded
Global investment must nearly quintuple by 2035 to align with estimated needs to
achieve climate goals Click here

o CekElGlneiR e EFEIE [EETE SO ADAPTATION & RESILIENCE INVESTMENT NEEDS BY

underfunded, receiving just $150 billion in
2022—only 7% of total climate finance. ECONOMIC REGION FOR 2030 AND 2035
(US$ BILLION 2023)*

—  To stay on track with global climate goals,
global climate adaptation investment must

800

increase nearly fivefold over the next decade 700 .
compared to 2022 levels, reaching $530 billion 600
per year by 2030 and $700 by 2035. o
x4.7
— In EMDESs other than China, adaptation 400
finance should be dramatically expanded to oo
reach $200-300 billion per year by 2030, and T T
$300-400 billion by 2035 ($40 billion in 2022). 200 4 l x7.5 i
—  The financing gap is narrower in advanced WOO . x3 ] v I
. . o [ ] |
economies, although adaptation investment Advanced China EMDES ofher than World y
needs must quadruple, reaching $300 billion economies China

annually by 2035. Similarly, in China,
investment is projected to triple compared to

2022 levels, amounting to $100 billion by Source: BBVA Research from Raising ambition and accelerating delivery of climate finance-LSE.
that year. * 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.

m2022 m2030 =2035
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https://www.lse.ac.uk/granthaminstitute/publication/raising-ambition-and-accelerating-delivery-of-climate-finance/

Spain and Tiirkiye Face Investment Needs for Climate
Adaptation Aimost $10 Billion per year by 2030 and $14 Billion by 2035

— For Spain, adaptation investment needs are CLEAN AND ADAPTATION INVESTMENT NEEDS
estimated at €2.7 billion per year by 2030 and FOR SPAIN AND TURKIYE (ANNUAL AVERAGE)
€3.3 billion per year by 2035 (1: 4 (€ BILLION 2014 AND US$ BILLION 2023)
public-to-private). These figures consider Spain’s 45

clean investment targets from the PNIEC (€308

billion during the period 2021-2030), assuming a 22
9% adaptation share— in line with the average for 0
advanced economies in the LSE paper— with a oe
20% increase by 2035 compared to 2030 (growth
rate of advanced economies). fo
o)
— In Turkiye, the annual estimated climate 10
adaptation financing needs are $7 billion in
2030 and $11 billion in 2035. Since there is no 0 = =
target clean investment figure for 2030, adaptation 2030 2035 2030 2035
investment needs have been assigned based on Turkey adaptation investment needs
Turkey's GDP share in the EMDE GDP as a whole Spain total clean investment needs (PNIEC)

B Spain adaptation investment needs

(3.7% in 2024).

Source: BBVA Research.



What is the return on investment of climate adaptation
and resilience? it depends on the project

COMPARISONS OF ROI OF CLIMATE ADAPTATION AND RESILIENCE
STUDIES (ECONOMIC BENEFIT PER $1)

Adaptation return:
Project dependence.
The chart’s large
spread—even within the
same WEF assessment
for a given
sector—hinges on local
conditions, assumptions,
and data quality, so
adaptation should not
be viewed as a
uniformly high-return
asset class.

Broad industry

WRI/Global Center on Adaptation
(climate resilient infrastructure) *

GIC/S&P Global (cool roof) ?

GIC/S&P Global

(wet and dry floodproofing) -

WEF (food and beverage) *

WEF (energy) *

Standard Chartered/KPMG/UNDRR *
WEF (corporate avoided losses) °
SwissRe ©

WRI/Global Center on Adaptation *
U.S. Chamber of Commerce/Allstate ’

WEF *
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Source: Building Resilience Through Climate Adaptation


https://www.jpmorgan.com/content/dam/jpm/cib/documents/Building_resilience_through_climate_adaptation.pdf

What are the barriers to private funding sources?

Lack of appropriate risk/reward profile...

— High upfront risk keeps mainstream
capital out: In the R&D and demonstration
stages, adaptation projects face very high
technological and market uncertainty; only
public grants, philanthropies or niche
crowdfunding step in.

— “Valley of death” before commercial
scale-up: Venture capital and private-equity
appear in targeted deployment, but projects
often stall because cash-flows are
uncertain and the cost of capital remains
too high without public guarantees or
blended-finance support.

— Capital floods in only once risk is
de-risked: Banks, pension funds and
insurers enter en masse only when
adaptation solutions have proven
revenue models (fully commercial stage),
highlighting the need for policies that shift
risk-reward earlier—otherwise many
adaptation investments never reach scale.

ADAPTATION INVESTMENT BY THEME
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Source: Tracking and Mobilizing Private Sector Climate Adaptation Finance

Time

p. 20


https://www.climatepolicyinitiative.org/wp-content/uploads/2024/09/Tracking-and-Mobilizing-Private-Sector-Climate-Adaptation-Finance-2024.pdf

What are the barriers to private funding sources?
... Lack of data, long investment horizons, and uncertain business cases

Private Adaptation Finance.
Barriers and Strategies for
Unlocking Investment

Barrier

Information Asymmetries and Knowledge
Gaps: Private actors often lack the
necessary information or understanding
about climate risks and where investments

are needed, reducing their incentive to invest.

Inability to Capture Environmental and
Social Benefits: Due to the public good
nature of some adaptation projects, private
actors find it difficult to capture the benefits,
resulting in perceived low market returns.

Tragedy of the Horizon: Private sector
investment horizons often do not align with
the long-term nature of adaptation
projects, making it hard to justify the upfront
costs against uncertain future benefits.

Source: |s the Adaptation to Climate Change a Financing Opportunity? Unlocking is Pending | BBVA Research

Strategies for unlocking private finance

Improving Data Availability: Making localized
climate risk and vulnerability data available and
accessible can help address information gaps.

Changing Narratives and Long-term Planning:
Governments and public actors need to prioritize cost
adaptation investment needs across sectors and
foster dialogue with the private sector. This involves
making the business case for adaptation in terms
that align with private sector priorities.

Strengthening Financial Incentives: Public actors
could use financial tools such as tax breaks, risk
guarantees, or concessional loans. They help to
create a pipeline of bankable adaptation projects
that are suitably and adequately “de-risked”, making
adaptation projects more attractive to private investors.
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https://www.bbvaresearch.com/en/publicaciones/is-adaptation-to-climate-physical-risks-a-financing-opportunity-unlocking-is-pending/
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The Opportunity in Climate
Adaptation Finance



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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