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Goals of Pilot Project Environmental Stress Testing 
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Integration of environmental indicators into financial decision-

making processes of banks 

Develop and test analytical framework and model that allows banks 

to assess the potential impact of droughts on the performance of 

their corporate lending portfolio.  

• Which loans/companies and sectors are particularly susceptible to 

drought conditions? 

• Appropriate interest rate for a loan given to a company operating 

in a water stressed area? 

• What are potential capital requirements caused by a drought? 
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Thank you for your kind 

attention.  

Contact: 

Yannick Motz 

Yannick.motz@giz.de 

www.emergingmarketsdialogue.org  

mailto:Yannick.motz@giz.de
http://www.emergingmarketsdialogue.org/
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Expected Loss Calculation 

We have: 

 

Given that we will know the exposure, we need to find the default 

probability and the loss given default. 
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