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The Accounting Disclosure Indicator of Climate Change Information as an
approach for assessing the quality of a sustainable finance portfolio and its
impact on key performance indicators (KPIs)." With Evidence and Practical
models in Egyptian Commercial Banks™
= Abstract:

The main objective of the research was to study and analyze the methodology

for managing climate change risks in terms of (identifying, analyzing, evaluating,
following up and strengthening control over them), revealing ways to reduce them
and strategies for adapting to them, and building an index that includes effective
policies and mechanisms to disclose them in a clear, periodic and comparable
manner. The context of environmental, social and governance disclosures related
to sustainability, in accordance with the requirements of the International
Financial Reporting Standards (IFRS) and relevant professional publications, and
explaining its role in assessing the quality of the credit portfolio directed towards
sustainable financing, and extracting its implications for the main performance
indicators of banks, especially with regard to indicators of profitability, liquidity
and economic value added. With an applied study of commercial banks operating
in Egypt. To achieve this goal, the researcher relied on the content analysis
approach in examining the annual reports and sustainability reports for a sample
of (6) commercial banks operating in Egypt, through a time series consisting of
five years (2018-2022) and a set of appropriate statistical methods were used,
through (SPSS) program to test research hypotheses.

The research concluded a set of scientific implications, the most important of
which is: The success of the climate change risk management methodology
depends on the institution’s management achieving integration between financial
performance and sustainability performance by integrating all environmental,
social and governance activities with economic activities, as well as integrating
climate change risks with financial risks. In addition to the growing interest in
detailed disclosure based on describing the risks and opportunities of climate
change, which enables users of financial reports to evaluate the effects of risks
and opportunities related to climate change on the value of companies on one
hand, and society on the other hand. While institutions face many challenges
when disclosing climate change risks, the most important of which are: the
difficulty of regulatory harmonization regarding financial, environmental, social,
and governance performance indicators related to sustainability and climate
change risks, the inadequacy and modularity of quantitative and qualitative data
on climate change risks, and the absence of objective indicators for assessing risks
and including their impacts in financial reports. Climate change risks are linked to
increased levels of uncertainty associated with the areas and possibilities of their
occurrence in the future, the value of potential losses if they occur, and the lack of
systematic policies and systems for managing them, which fundamentally affects
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key performance indicators (profitability, liquidity, and economic value added) for
institutions in general and banking institutions in particular. Commercial banks
also play a vital role in confronting environmental, social and climate challenges
by financing projects that contribute to the transition to a more sustainable
economy, in accordance with a set of regulatory instructions that require the
inclusion of sustainable financing policies within the bank’s credit and investment
policies in the sectors concerned with them.

The applied study revealed the existence of a significant impact of the
accounting disclosure index for climate change risks on improving the main
performance indicators (KPIs) of the commercial banks being studied, with a
coefficient of determination of R? (0.528), which indicates the ability of the
climate change information disclosure index to explain 52.8% of the changes that
occur in the main performance indicators, it was also shown that there is an
impact of accounting disclosure of climate change information on profitability
indicators with a coefficient of determination of R? (51.2%), and there is also a
limited impact of accounting disclosure of climate change information on liquidity
indicators with a coefficient of determination of R? ( 32.7%). It was also found
that there was a significant effect of the accounting disclosure of climate change
information on the economic value added with a coefficient of determination R?
(49.7%). In a addition, the study revealed the existence of a limited impact of
accounting disclosure of climate change information on the indicators for
assessing the quality of the credit portfolio in the commercial banks being studied,
with a coefficient of determination of R? (0.345), which indicates the ability of the
items of the accounting disclosure indicator for climate change information to
explain only 34.5% of the indicators of evaluating the quality of the credit
portfolio. There is also a significant effect of evaluating the quality of the credit
portfolio in light of the application of sustainable financing principles on the main
performance indicators (KPIs) of the commercial banks being studied, with a
coefficient of determination of R? (0.625), which indicates the ability of the
evaluation elements. The credit portfolio, in light of the application of sustainable
financing principles, explains 62.5% of the key performance indicators (KPIs).
Keywords: Climate Change Risk Management, Accounting Disclosure of

Climate Change information, International Financial Reporting
Standards (IFRS), Sustainable Financing, Key Performance Indicators.
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