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Executive summary

Climate change is a critical issue for Africa, as it has the potential to undermine economic
growth, exacerbate poverty, and increase social and political instability. The impacts of
climate change are already being felt across the continent and include reduced agricultural
productivity, increased water scarcity, and greater frequency of extreme weather events.
Addressing the challenges posed by climate change is essential to ensure the long-term
sustainable development of African countries, and reducing greenhouse gas emissions will
require both adaptation measures and action. Africa as a continent is particularly vulnerable
to the effects of climate change, including rising temperatures, sea level rise, and more severe
weather events. According to the Global Climate Risk Index 2021, five African countries
ranked among the ten countries most affected by extreme weather in 2019: Mozambique
(first), Zimbabwe (second), Malawi (fifth), South Sudan (eighth), and Niger (ninth).
Addressing climate change in Africa is paramount to mitigate its negative impacts and can
also offer opportunities for economic growth and sustainable development. Africa has three
strengths it can rely on to capture these opportunities: (i) its demographics; (i) its immense
mitigation potential due to its vast land mass, forests, agricultural systems, and oceans;
and (jii) its unrivaled potential to produce renewable energy —especially solar—for its own
development and for export purposes.

The importance of climate finance as a tool to address the pressing and multifaceted
challenges of climate change and the transition to a low-carbon economy cannot be
understated. It provides crucial funding for projects and programs that promote sustainable
development and reduce greenhouse gas emissions. Without adequate climate finance,
many countries, particularly those in developing regions, may be unable to effectively adapt
to the impacts of climate change and lack the resources to transition to clean energy and
sustainable practices. Furthermore, climate finance plays a vital role in helping countries
achieve their nationally determined contributions (NDCs) outlined in the Paris Agreement.
According to the Africa Economic Outlook 2023, Africa requires USD250 billion annually to
implement its NDCs under the Paris Agreement. This is the cost of the continent’s contribution
to limiting warming to 1.5°C and addressing the biggest impacts of climate change. Yet
annual climate finance flows in Africa currently stand at a mere USD30 billion. Similarly, for
adaptation, Africa needs an estimated USD580 billion of adaptation finance over 2020 to
2030 according to the State and Trends in Adaptation Report 2022 from the Global Center
on Adaptation (GCA). If this trend were to continue through 2030, adaptation finance would
total USD125.4 billion, falling far short of USD579.2 billion—approximately USD52.7 billion
annually—in estimated finance needs. According to a report on climate finance by Climate
Policy Initiative (CPI), private climate finance comprises half of the total climate finance
globally. In Africa, it was only 14% (USD4.2 billion) of the total climate finance during 2019
and 2020, significantly lower than in other regions of the world. Actual and perceived risk
and ticket sizes have dissuaded private capital players, and steps need to be taken to
expand overall investment and encourage private sector contributions.

In 2021, the AFAC with the analytical support from McKinsey & Company, published a
report on the status of climate risk management in the African financial sector. This study
identified the barriers hindering private sector players from properly managing climate risk;
the barriers are related to a lack of internal capabilities, lack of data for risk identification
and measurement, and lack of standards or common methodology. On the public authority
side, 82% of authorities interviewed named the lack of data and lack of capabilities for
defining regulations and guidelines as the main challenges, followed by a lack of international
standards or common methodologies (such as stress tests), which was mentioned by 73%
of authorities interviewed. Additionally, only a few financial sector regulators and supervisors
have published regulations or supervisory expectations with respect to financial institutions’
climate risk management practices. In addition, African financial and nonfinancial institutions
are underrepresented in the leading initiatives on climate action.

To address these challenges regarding climate change and climate finance, several
organizations have deployed initiatives on climate-finance-related topics in Africa. These
efforts were mapped and the following gaps were identified:

Africa Financial Alliance on Climate Change
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« There is no African-led platform to convey the voice of Africa globally.

« There is no knowledge-sharing platform that allows regional institutions to share
experiences and best practices.

« There is insufficient coordination between initiatives.

In 2018, the African Development Bank (AfDB) established the African Financial Alliance on

Climate Change (AFAC). AFAC serves as a platform to engage Africa’s financial sector to

derisk and direct capital flows toward low-carbon and climate-resilient investments in the

continent. AFAC also aims to ensure that current and future financial risks and opportunities

are integrated into investment decision-making. In its Strategic Plan 2023 to 2027, AFAC fills

the main gaps identified in the 2021 report report and organizes its work under five pillars:

» Leadership and awareness. The objective is to make African financial actors and
policymakers aware of climate change risks to their economies.

» Access to data. The objective is to ensure African financial institutions have access to
comprehensive and comparable climate-related data.

+ Climate risk regulation. The objective is to enable a policy environment that ensures
climate-related risk management is mainstreamed in financial operations.

+ Climate risk management. The objective is to adequately equip African financial
stakeholders to address climate risks and vulnerabilities in their decision-making.

« Greenfinance. The objective is to adequately allocate capital to sustainable development
in Africa.

To achieve these objectives, AFAC will serve as an integrator through improving collaboration
between private institutions and public authorities in Africa, coordinating collaboration
between active initiatives, and potentially providing technical assistance to the institutions.

AFAC will be organized in industry groups by subsector (banking, insurance, capital

market, and institutional investors), which will allow it to address the specific needs of

each subsector through work plans defined by the members. It will thus be organized with
the following structure:

+  Members. The members, which will be organized in industry groups, consist of financial
groups from the public (development finance institutions) and private sectors, financial
sector industry associations, central banks, and financial regulators.

+ Implementing partners. These are institutions that support AFAC members with
implementing the work program. Other partners and observers can be invited to meetings
by members, in consultation with the Secretariat, to provide feedback and information
and create links to external partners.

+ Steering Committee. The committee will undertake strategic planning and major
decisions and will aim to meet twice a year. Members and implementing partners form
the Steering Committee and are responsible for operational decision-making.

+ Secretariat. The Secretariat includes all implementing partners and will be hosted by
the AfDB. The Secretariat coordinates day-to-day operations.

Africa Financial Alliance on Climate Change
Strategic Plan 2023 to 2027
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Section 1: Context and rationale for AFAC
1. Overview of climate risks and opportunities in Africa

Climate change is expected to have a disproportionately harmful impact on Africa through
physical risk, due to the continent’s already vulnerable socioeconomic conditions and limited
resources. Rising temperatures and changing precipitation patterns are likely to exacerbate
water scarcity, food insecurity, and health issues, particularly in rural areas. Coastal regions
will be particularly vulnerable to sea level rise and increased frequency of extreme weather
events, such as storms and floods. In addition, changing weather patterns are likely to affect
crop yields, leading to food shortages and increased competition for resources. Climate
change also exacerbates existing conflicts over resources and displacement of people,
particularly in areas where there is already political instability. According to a recent report
from Moody’s, African banks are vulnerable to the increasing frequency and severity of climate
change shocks unless lenders take action to manage these risks. Moody’s expects that
environmental factors will lead to a deterioration of the banks’ credit quality and profitability
in the long term if banks do not take measures to prudently manage climate-related and
environmental risks. Thus, climate change is expected to heighten existing socioeconomic
challenges and hinder sustainable development in Africa, which is already dealing with
serious climate adaptation challenges that require rapid and significant mobilization.
According to a recent report by the Global Climate Risk Index, half of the ten countries most
affected by the impacts of climate change from 1999 to 2018 are in Africa, which highlights
the immediate and pressing need for action in the region (Figure 1).

Figure 1: Half of the ten countries most affected by
climate change are in Africa
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In addition, climate finance for adaption is not correlated to the relative exposure of countries
to climate risk (Figure 2).

Figure 2; There is limited to no correlation at the
country level between tracked adaptation finance
and climate vulnerability
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“Transition risk” is widely regarded as the risk that the value of assets and income are less
than expected because of climate policy and market transformations, such as the switch
away from coal-fired power. A global low-carbon transition could have a significant impact
on Africa, as it would reduce the demand and price for assets, including carbon-intensive
fossil fuels such as coal and oil. Infrastructure that supports higher carbon activities, such
as rail, power plants, or ports built around fossil fuel industries, may have to be replaced or
retired early. Companies, investors, and workers could be hurt by lower prices and reduced
demand for certain products. Governments may face reduced revenue, for example, from
lower tax revenue, while their expenditure increases due to giving financial assistance to
industries and workers in transition.

According to a recent report from Moody’s, African banks are vulnerable to the increasing
frequency and severity of climate change shocks unless lenders take action to manage
these risks. Moody’s expects that environmental factors will lead to a deterioration of the
banks’ credit quality and profitability in the long term if banks do not take measures to
prudently manage climate-related and environmental risks.

b. Climate-related opportunities
The African Union in its 2021 to 2027 Green Recovery Action Plan identified key areas
and sectors of critical priority, including renewable energy, resilient agriculture, resilient
cities, land use, and biodiversity. To tackle the challenges and capture the opportunities
of climate change, the continent needs significantly more climate finance, which includes
increasing flows, efficiency, and funding impact. Developed countries must continue to
provide support to Africa, but African countries should also strengthen domestic resource
mobilization, increase capacity development, and invest in green technology and climate
information services.

Addressing climate change in Africa is paramount to mitigating its negative impacts and

can also offer opportunities for economic growth and sustainable development, such as

renewable energy and sustainable agriculture, and can even help reduce poverty, create
jobs, and improve public health.

Ambitious action in support of clean, low-emission growth can position the continent

strategically in terms of skills, technologies, and industries of the future. Africa can rely on

three main levers to take advantage of these opportunities:

« The continent’s demographics are a latent strength. A fast-growing, young, and increasingly
urban population can be equipped with the skills to become innovative and enterprising,
thus helping Africa achieve its developmental ambitions.

« The continent has immense mitigation potential due to its vast land mass, forests,
agricultural systems, and oceans. Smart, sustainable land and water use, agricultural
practices, and ecosystem management can transform Africa into a net food exporter.
In particular, Africa has unrivaled potential for renewable energy —especially solar—for
its own development and for export purposes.

+ Asignificant part of Africa’s infrastructure is yet to be built with a financing gap of ~$100
Bn according to the Africa Economic Outlook, so there’s an opportunity to build climate-
resilient infrastructure without retrofitting.

In this context, AFAC could play a pivotal role by enabling African financial institutions to

take the lead on addressing the climate finance gaps and capturing the related opportunities.

2. Challenges faced by the African financial sector

The importance of climate finance as a tool to address the pressing and multifaceted challenges
of climate change and the transition to a low-carbon economy cannot be understated. The
gap between the financial resources currently available and the financing needs required
to mitigate and adapt to the impacts of climate change is significant across regions and
climate uses. According to estimates from CPI and the African Economic Outlook, Africa
requires USD250 billion to USD280 billion annually to implement its NDCs under the Paris
Agreement, as detailed below (see Figure 3). The gap between actual and required climate
funding ranges by region from 65% (North Africa) to 98% (Southern Africa) (see Figure 4),

Africa Financial Alliance on Climate Change
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highlighting the severity of the issue. The NDC cost is the cost of the continent’s contribution
to limiting warming to 1.5°C and addressing the biggest impacts of climate change. Yet
annual climate finance flows in Africa currently stand at a mere USD30 billion. Without
this funding, many countries, particularly those in developing regions, may be unable to
effectively adapt to the impacts of climate change and may lack the resources to transition
to clean energy and sustainable practices.

Figure 3: Private and public climate finance flows
versus total cost by climate use (USD billions)
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Figure 4: Climate finance flows and needs in Africa
(USD billions, annual average for 2019 and 2020)
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The inadequate inflow of financial resources can be attributed to a lack of investor interest,
either due to actual financial risk, perceived risk, ticket sizes, inadequate project feasibility,
or insufficient awareness of the potential benefits of investing in the African climate finance
sector.

Figure 5 from the Climate Policy Initiative shows that compared to public funding, private
sector funding is lagging, with only 14% (USD4.2 billion) of total climate funding originating
from the private sector. Addressing the financing challenge requires increasing awareness
of the potential benefits of investing in Africa’s climate finance sector and developing a
pipeline of financially viable projects that are attractive to investors.

In the AFAC publication (Climate risk regulation in Africa’s financial sector and related

private sector initiatives), the main challenges identified by public authorities and private

sector players were related to the further integration of climate into their practices (Figure

6 and Figure 7).

+ Lack of data was cited by 82% of authorities and 79% of the private players interviewed
and appeared to be the most pressing challenge faced by African financial systems.

+ Lack of capabilities was mentioned by 82% of authorities and 64% of private players.

Africa Financial Alliance on Climate Change
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+ Lack of international standards or common methodologies, such as stress tests, was
mentioned by 73% of interviewed authorities and 50% of private players.

These challenges underline the need for improved data accessibility and development of

internal capabilities and international standards to effectively integrate climate risk into

financial systems in Africa. As the Association of African Development Finance Institutions

noted, “We don’t have the resources to deliver; AFAC could help. We are happy that AFAC

is coming to life.”

Figure 6: Main challenges indicated by private

players
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Figure 7: Main implementation challenges indicated
by authorities in interviews
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Banks and financial institutions in sub-Saharan Africa are aware of the importance of adopting
green financing principles and are looking to address risks and, importantly, grasp new
opportunities, as evidenced by their participation in various initiatives on the continent (Figure
8). Recent research from the European Investment Bank (Finance in Africa 2022) shows
that 54% of African banks apply green finance practices at various levels, ranging from the
inclusion of climate within an existing environmental, social, and governance strategy to the
formalization of a standalone climate change strategy. 75% of banks are aware that having
and publicizing climate strategies and principles is critical to reducing reputational risks
and the financial risks associated with climate change. However, only 17% of banks have
so far introduced specific green financing products, and these are estimated to account
for only 2% to 20% of their portfolios. About 60% cite lack of expertise, data, and tools
for climate risk as a barrier to doing more on identifying climate risks and opportunities

3. Rationale for greening the financial sector
Climate change remains one of the greatest challenges to Africa’s post-COVID-19-pandemic
recovery and sustainable development. Tackling it requires scaling up climate finance from

Africa Financial Alliance on Climate Change 11
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Figure 8: African climate finance initiatives
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both domestic and external sources. Yet past and current climate finance commitments

fall short of expectations and financing needs. Mobilizing resources to tackle the climate

challenge in Africa should go beyond UN negotiations and lofty commitments and into

practical steps and delivery, through deploying a range of market- and nonmarket-based

approaches that are specific to countries’ needs. Apportioning the burden of responsibility

is as important as actually delivering commitments.

Two main inputs have contributed to the definition of the AFAC strategy:

+ The identification of strengthening the integration of climate by the financial sector as
a priority by public authorities.

» Mapping of existing industry initiatives in Africa and identification of gaps.

a. Priority initiatives to strengthen the integration of climate by the financial sector
As part of the AFAC study from 2021, priority areas were identified according to public
authorities. Raising awareness, assessment methodology, data availability, and capability
building (best-practice sharing) were cited as the top priorities for authorities in the climate
field, as highlighted in Figure 9.

b. Analysis of gaps in active initiatives in Africa

Global initiatives with African offshoots endeavor to address previously highlighted challenges
and green finance in Africa, yet analysis of these initiatives has uncovered gaps. The list of
initiatives reviewed is detailed in Appendix 2.

It was observed that most knowledge organizations and initiatives concentrate on a specific
sector, with notable deficits in the following areas:

+ Lack of an organization focused on the full financial sector dedicated to Africa

+ Insufficient knowledge sharing on climate

» Lack of synergy between the multiple initiatives on climate

Figure 9: Overview of actions considered as highly
relevant or in place
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Based on this gap analysis, the AFAC’s strategy is defined and explained in the following

section.

+ An African-led platform that convenes the voice of Africa—for example, through regular
and periodic surveys on major climate finance practices and developments or through
gathering the opinions of the regional financial sector

+ A knowledge-sharing structure that facilitates partnerships and allows regional
institutions to share ideas, experiences, best practices, and expertise through discussion
sessions and climate-finance-specific training for financial institutions

» A central structure that enables synergy between the initiatives active in the region

Africa Financial Alliance on Climate Change
Strategic Plan 2023 to 2027
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Section 2: AFAC value proposition
1. History of AFAC

As a multilateral development bank and Africa’s foremost financial institution, the AfDB has
unique and specific advantages. These include its convening institution and its ability to
mobilize, crowd-in, and channel financial resources. Yet it is not in a position to address
all of Africa’s climate change and green growth priorities. For this reason, it needs to be
selective in its priority areas, strengthen its network of partner institutions, and leverage its
convening power to draw on the capacity of other influential actors in this space.

In this context, the AfDB established AFAC in 2018 as a platform to engage Africa’s financial
sector, with the goal of derisking and directing capital flows toward low-carbon and climate-
resilient investments on the continent. AFAC is a voluntary coalition of African financial
institutions whose mission is to mobilize and direct private capital flows toward continent-
wide low-carbon and climate-resilient development in Africa by ensuring that current and
future financial risks and opportunities are integrated into investment decision-making. It
is designed to promote climate action through knowledge sharing, climate-risk-mitigating
financial instruments, climate risk disclosure, and climate finance mobilization.

Since its inception, AFAC has focused on primarily on advocacy and raising awareness
on climate threats, investment prospects, and emerging trends in sustainable finance.
Current global efforts to address climate vulnerability and debt distress in developing
countries reinforce the case for a strengthened AFAC, building on its past activities. This
momentum can be tapped into to crowd-in the resources needed to transition Africa to a
sustainable future.

2. Vision

AFAC’s 2030 vision is that “financial capital and financial products and services are mobilized
to support the Paris Agreement goal to make financial flows consistent with a pathway
toward low greenhouse gas emissions and climate-resilient development.”

AFAC strives to help overcome climate finance challenges in Africa and promote more action
for raising awareness, developing capabilities, and providing guidance. AFAC also seeks
to enhance cooperation and coordination among existing efforts toward low-carbon and
sustainable African financial institutions. Additionally, the alliance aims to support the creation
and execution of projects that address climate change and increase resilience in Africa.

3. (Five) pillars of the strategy

AFAC aims to fill five gaps to effectively mobilize finance for climate-resilient and low-carbon

development. These gaps surfaced from reports and expert interviews (Section 1.2) and

from an analysis of active institutions in this field (Section 1.3).

+ Pillar 1: Building awareness on climate risk. The alliance will focus on increasing
awareness on climate risks generally and for financial institutions specifically (for example,
through climate resilience stress tests).

+ Pillar 2: Improving access to comparable data on climate vulnerability. AFAC will
improve data availability and access by mapping available data sources, conducting
periodic surveys, and sharing impact reports on climate finance practices and
developments.

+ Pillar 3: Increasing climate competencies and capacities. AFAC is well positioned to
weigh in on risk assessment methods, frameworks, and standards to guide regulation
and public action.

+ Pillar 4: Ensuring regulation, market transparency, and discipline. AFAC aims to
facilitate knowledge sharing and capability building (for example, via sharing best
practices). Through selective partnering with capable institutions, AFAC can support
capacity building, for example, by providing climate-finance adapation training to financial
institutions.

+ Pillar 5: Mobilizing capital for sustainable development. AFAC endeavors to facilitate
fund mobilization by highlighting the benefit of investing in Africa and directing funds

Africa Financial Alliance on Climate Change 15
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to promising climate-related projects. In addition, AFAC would focus on more flexible
and innovative financing mechanisms, such as blended finance and climate bonds,
to advance the development and implementation of low-carbon and climate-resilient
projects in Africa.

More generally, AFAC will fulfill an integrator role, improving coordination and collaboration
between active initiatives and providing technical assistance to institutions and governing
bodies.

In sum, by working together, AFAC members can leverage their collective resources and
influence to drive private sector investment in climate-related projects and initiatives across
Africa.

4. AFAC activities

Below are listed some activities considered for the Alliance either at the central level (AFAC-
led activities) or within the industry groups.

+ Public advocacy. This is a means for AFAC to increase awareness and support for
climate finance, shape policy, spur action, and secure media coverage. AFAC can
broaden its reach, foster partnerships with supporters and policymakers, and spotlight
crucial issues.

» Maturity assessment. Evaluating the level of development of climate finance in Africa;
identifying strengths, weaknesses, and opportunities for improvement; and providing a
roadmap for growth and advancement will allow AFAC to assess its capabilities, prioritize
initiatives, and measure progress toward its goals.

+ Establishing partnerships among members and initiatives. AFAC will seek to establish
partnerships among its members and initiatives to maximize impact and leverage
resources, expertise, and networks. These partnerships will encourage collaboration,
foster innovation, and promote cooperation and coordination.

+ Specialized climate training. AFAC will provide its members and partners with specialized
training to develop the skills and knowledge necessary to effectively tackle climate
challenges. Training will cover a wide range of topics, including the science of climate
change, mitigation and adaptation strategies, policy and advocacy, and climate-resilient
development.

« Organize events, conferences, roundtables, webinars, and workshops.

+ Gather and analyze data (via surveys or open-source data, for example), conduct
studies, consolidate insights, and build reports to present or publish in whitepapers. A
nonexhaustive list of survey examples could be:

- Financial institution survey. a survey of financial institutions to assess their current
practices and commitments related to climate finance, identify areas for improvement,
and encourage greater action in this area.

- Climate risk survey. a survey to assess the level of awareness and preparedness
among financial institutions with respect to the impact of climate change on their
business and operations.

- Stakeholder survey. a survey of stakeholders, including governments, civil society
organizations, and other relevant groups, to gather their perspectives on the role of
the industry group in supporting low-carbon and climate-resilient development.

» Ensure access to expertise through partnerships with selected capable institutions.

5. AFAC’s expected outcomes along the five focus areas

are:

» Leadership and awareness. African financial systems are aware of climate change
risks to their economies. The African financial sector has a platform to convey its voice

Africa Financial Alliance on Climate Change
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on the global scene.

+ Access to data. The African financial system’s actors have access to comprehensive
and comparable data on the climate and climate vulnerability.

+ Climate risk regulation. Climate-related risk management is commonly used in financial
operations.

+ Climate risk management. Financial system actors have enough capacity to address
climate risks and climate vulnerability in their decision-making.

+ Green finance. Capital is mobilized and adequately allocated to sustainable development
in Africa.

6. Governance and operating model

As a multistakeholder alliance, AFAC can be organized using a simple and relatively flat

governance structure that ensures efficient and robust operation.

+  Members. The members, which will be organized in industry groups, consist of financial
groups from the public and private sectors, financial sector associations, central banks,
and financial regulators from the public sector.

+ Implementing partners. These are institutions that support AFAC members with
implementing the work program. Other partners and observers can be invited to meetings
by members, in consultation with the Secretariat, to provide feedback and information
and create links to external partners.

+ Steering Committee. The committee will undertake strategic planning and major
decisions and will aim to meet twice a year. Members and implementing partners form
the Steering Committee and are responsible for operational decision-making.

+ Secretariat. The Secretariat includes all implementing partners and will be hosted by
the AfDB. The Secretariat coordinates day-to-day operations.

Figure 10: Dedicated governance articulated around
five industry groups
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Implementation partners

Steering Committee

AFAC will be governed by a Steering Committee as follows:

Composition. The AFAC Steering Committee comprises one representative of each of
the AFAC’s donors (other than the AfDB); the Making Finance Work for Africa Partnership,
which is the technical partner; and one representative each from the AfDB’s Climate
Change and Green Growth (PECG) and Financial Sector Development (PIFD) departments.
The Steering Committee will also include a representative from each of AFAC’s industry
groups, usually the chair.

Chair. Steering Committee members will elect a chair and vice-chair from among themselves.
The chair will preferably be from the African financial sector, with the vice-chair from the
donors.

Mandate. The Steering Committee provides strategic guidance, approves work plans

Africa Financial Alliance on Climate Change
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and budgets, coordinates activities, and facilitates the implementation of AFACs’ work

program, both within and outside the AfDB structure. It also leads and actively participates

in AFAC’s advocacy.

Roles and responsibilities. The Steering Committee is responsible for:

» Providing guidance on and approving AFAC’s strategy, priorities, budgets, and work
plans.

+ Advising on staffing needs (such as the Terms of reference).

« Approving the annual work program and budget, receiving progress updates on results,
and monitoring achievements and implementation.

» Reviewing and undertaking quality assurance on AFAC’s output.

+ Promoting the dissemination of AFAC’s findings and results to amplify its visibility and
impact.

» Leading and actively participating in AFAC’s advocacy efforts.

« Approving fundraising strategies and participating in resource mobilization efforts.

Decision-making rules. Decisions of the Steering Committee will be made by (i) consensus

of all its members physically present at an in-person meeting or in attendance by video or

telephone conference, or (ii) affirmative approval or no objection within ten working days

on the part of all the Steering Committee members by email correspondence. Steering

Committee decisions will be summarized in the form of meeting minutes drafted by the

project manager and distributed to all Steering Committee members in writing (generally

by email) within five working days after Steering Committee meetings.

Secretariat

The Secretariat carries out AFAC’s day-to-day operations. Decision-making on routine
matters of day-to-day coordination and the mechanics of coordinating periodic meetings
convened by AFAC will be handled by the Secretariat. The Secretariat is also expected
to facilitate joint action for AFAC members and attract new organizations to participate in
AFAC. Most technical work is expected to be undertaken by expert partners or consultants
who report to the Secretariat.

The responsibilities of the Secretariat are outlined below. Funding levels determine the

extent to which the Secretariat can carry out all activities:

« Drafting the work plan, operational plan, budget, fundraising strategy, progress report,
and any recommendations for review and approval by the Steering Committee

+ Facilitating the launch of industry groups and joining industry group meetings. Coordinating
and supporting industry group co-chairs

+ Managing AFAC’s day-to-day operations (including developing or commissioning
activities, minutes, websites, branding, or PR)

» Supporting the functioning of the Steering Committee by scheduling meetings, proposing
agendas, and facilitating Steering Committee discussions

» Providing AFAC members with timely analytic work, such as insights and briefs on trends,
new developments, or novel research; and managing technical expert consultants or
partners that support the industry groups’ output

» Coordinating the membership application process for the approval of the Steering
Committee, including collecting any necessary information, onboarding new members,
and maintaining a list of all AFAC members and their designated points of contact.

» Organizing AFAC participation in conferences and events

» Facilitating coordination and collaboration between industry groups

» Conducting strategic outreach, advocacy, and membership mobilization together with
the Steering Committee.

The qualifications and experience sought for Secretariat staff include:
« Experience with hosting multistakeholder coalition secretariats

Africa Financial Alliance on Climate Change
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+ Influential executive leadership skills

+ Commitment to AFAC’s mission

» Knowledge of green financial policy and regulation

+ Experience with donor and external relations management
» Proven convening power, including with the private sector
+ No conflict of interest with AFAC activities

Members

AFAC membership is available to African private and public financial institutions, including,
but not limited to, government agencies and private sector financiers, which includes
national associations. International implementing partners will also be considered to be
members of AFAC. Members are committed to the overarching vision, core objectives, and
core functions of AFAC as expressed in the finalized technical work plan.

+  Promoting AFAC’s mission, objectives, and work.

+ Being actively involved in AFAC activities / Identifying a point of contact within their
organization who can serve as a connection between all AFAC activities and the
organization, as well as additional contacts relevant to each industry group.

+ Contributing to AFAC’s output and the achievement of its strategy.

+ Attending general member meetings

+ Being listed as a member of AFAC in public documents, presentations, and electronic
media (such as websites)

+ Enabling information on and understanding of risk-return profiles, pricing, and opportunities
across asset classes.

» Assuring business continuity and reduced volatility by capturing impacts across investment
portfolios.

» Lowering financial and reputational risks through better public disclosure and management
of climate-related risks.

+ Capitalizing on opportunities to attract global climate finance and stranded capital by
offering transparency on low-carbon portfolios.

+ Upscaling to deploy innovative technologies that support the low-carbon and climate-
resilient transition.

Industry groups

AFAC will be organized in industry groups (banking, insurance, capital markets, and
institutional investors), which will allow it to address the specific needs of each subsector
by tailoring work plans. Industry groups will be sustained (or established) to advance AFAC’s
mission in alignment with the strategy. Industry groups are responsible for the development
and implementation of the portions of the work plan specific to them. They are supported
by the Secretariat. The chairs are determined by each industry group which will define the
appropriate structure and governance.

Members should join at least one industry group but are free to choose which. They can
contribute in- kind or financial resources for the delivery of their objectives. The Secretariat
will provide administrative and technical backstopping support to the industry groups.

Implementation partners will be critical in the successful delivery of AFAC’s strategy. Potential

roles and responsibilities include:

+ Advisory support. Providing expert guidance and technical support on developing
climate-risk management strategies and frameworks

+  Knowledge sharing and research. Sharing relevant knowledge, data, and research
findings on climate risks. Collaborating on studies and analysis to enhance understanding

Africa Financial Alliance on Climate Change 19
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of climate-related risks and opportunities

Capacity building. Designing and delivering training programs to enhance financial
industry professionals’ knowledge of climate risk assessment, disclosure, and management
Policy advocacy. Collaborating on advocating for policy reforms and regulatory frameworks
that promote climate resilience in the financial sector. Supporting the development of
industry-wide guidelines and standards

Collaboration and networking. Facilitating collaboration and networking opportunities
among AFAC members and relevant stakeholders. Fostering partnerships with academia,
research institutions, and governmental bodies

Pilot projects and demonstrations. Developing and implementing pilot projects that
showcase innovative approaches to climate risk management. Supporting project design
and monitoring, evaluation, and dissemination of lessons learned

Climate finance opportunities. Identifying and promoting opportunities for climate
finance within the financial industry. Supporting the development of sustainable investment
practices and financing models.

7. Guiding principles for the members
The proposed AFAC principles below constitute a commitment for members to assess and

develop new mechanisms and commitments to manage climate-related risks and opportunities

in Africa. The principles apply to all aspects of the financial value chain, products, and asset

classes to help financial institutions (and subsequently their value chains) progressively

increase the share of investments that promote low carbon and climate resilience. Hence,

the principles are broad so that they are inclusive of all institutions and can fit their targets.

Commit to urgent climate action. Use a top-down approach that articulates intent
for climate action that is visibly and clearly demonstrated in the guiding strategy. For
example, capital owners and purveyors can acknowledge the urgent need for climate
action, commit to urgent climate action by formulating climate-related investment beliefs,
and promulgate a governance structure that ensures appropriate traction and action.
Manage climate action and risks. Undertake action that supports climate-related risks
and opportunities. The action needs to be consistent with the institution’s mandate and
investment objectives, for example, by identifying the activities or investments that
contribute or can contribute to climate action, determining risk-reward trade-offs for
activities that foster lower carbon emissions, and implementing activities, techniques,
or mechanisms to manage climate change.

Develop and monitor climate action. Leverage standard existing tools, methods, and
metrics for monitoring and evaluation. For example, adopt (or adapt) tools and metrics
that effectively incorporate risks and opportunities into financial assessments or monitor
and track climate action and progress.

Integrate climate action into strategic decisions. Assess actions, portfolios, and
the future pipeline to improve the sustainability of investments. This will help measure
progress and demonstrate commitment.

Disclose climate action and risks. Share quantitative and qualitative information on
climate action — which will help influence change and foster peer-to-peer learning. For
example, share information on investment targets, decarbonization plans, strategic asset
allocation, stakeholder engagements, investment or decision criteria, and incentives.

Africa Financial Alliance on Climate Change
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Section 3: Implementation roadmap

The overall work plan for the coming three years (2023 to 2027) consists of three phases: (i)
the initiation phase; (i) the deepening phase, where AFAC focuses on reaching its objectives;
and (iii) the expansion phase.

The types of activities AFAC will carry out include conducting surveys; providing technical
assistance with organizing roundtables, workshops, and training sessions; and publishing
whitepaper reports.

Figure 11: lllustrative AFAC roadmap for 2023 to
2027
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Conclusion

The establishment of AFAC represents a critical step toward addressing the immense
challenges and risks posed by climate change in Africa and capturing the related opportunities.
The continent is already experiencing the impacts of climate change and with an annual
climate financing gap of over USD250 billion for both adaptation and mitigation, urgent
action is required to limit global warming to 1.5°C and build climate resilience.

AFAC recognizes the need for improved data, capabilities, standards, and methodologies
to effectively address climate change. It acknowledges the existing gaps in the financial
sector in facilitating partnerships, sharing knowledge and lessons learned, and providing
climate finance training. As an alliance for the financial sector, AFAC is committed to filling
these gaps.

Through advocacy, technical assistance, capability building, and guidance on standards
and methods, AFAC aims to mobilize climate investments and reduce the impact of climate
change. By serving as a coordinating body, it will bring together stakeholders from various
sectors to foster collaboration, knowledge exchange, and organized efforts for a secure
African future.

By actively engaging with AFAC, stakeholders can contribute to Africa’s collective response
to climate change, aligning with global agendas, such as the Paris Agreement, Glasgow
commitments, sustainable development goals, and Agenda 2063. Together, the African
financial sector can work toward a sustainable and resilient Africa, mitigate the effects of
climate change, and ensure a prosperous future for generations to come.
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Appendix 3: Example activities
along the five focus areas

climate and natissrelaterd ok
policies and adaptation schon

Figure 12: AFAC roadmap actions for focus area 1

{Canduct a quanerly roundinble between private sectar actars and financial reguletoes te dscuss climate and nature-
reloted risk palicies and adeptation actians ot o country level with imernationnl and national experts

St ups st rsgnmll working groags and sUPPOFL the working graups with Vorioiss 1ogica, ineluding climae risk

Orgepize events and i
roundiabies fo share = Supipet Doancisl reg by beisring relati s wil Lk to devainp policy-based
[prieticas 16 Inform about ta Integrate cll igk In financial isi ki

Pronide technical pssistancs l develop poices for  groen monetaty palicy an b couitry level, allawing 1o incriests
Sguidity i the ecanamy, This piblic funcding and co-funding suppor: capital market develoment and de-risks
rwvestments towards adaptation nesds

Provide technical assstance and ta introduca a y-lgvel ‘Green supporting
factoe' in bank kending 1o incamtivize gresn mestmants far private sexios acions

Condiet surveys 10 gether
informstion about finaneieal Suppor hrikcal assi d and carrying sut country-spocif o i sectar

RPosUe 1o cEMae risk

Frovice technical assstancs 10 idantify patentisl financial impacts of clmate risk sxposure tawords finaneial

Conduct & stidy of countries® Institutians at the sountry kvl
financial seclor's aggregate
climate rizk axpasure

Supw! In Imipiemening 10ols and methadologies such &= scenarin snalysis and stress testing that are I the plat
sages of fer financial regulatars

Build internal

Figure 13: AFAC roadmap actions for focus area 2

*  Invite deta providers for technical workshope between these country-bevel data providers and financial
sector players to agree on eharing open sources of data to create a central data repository to assess
chimate risks in the financial sector
Provide 1echnical 10 build the IT infi 1o develop a | deta rep y at the
coantry kevel

for exemple, by incorporating reliable sources into a central repository

+ Unge data providers to make physical and transition risk-related data and information more accessible,

Figure 14

AFAC roadmap actions for focus area 3

Increase support and collahoratian within the puili ummsemmmenm nmem:s relovant ta the country's
MNDCs and support in chaosing

Prowice technical azsistance Identidy activities h e definad ns green, This wil
Rl banks ard othes origmate and a

Provide technical assistance 1o financial hullding policies 1o be able pa
standard for climate-related reporting on physicad risks for all mater financial |nﬁlt£mul|!

Work with central barks and regulators to agree on 8 221 of ¢ Ahat aliow financial 1o 1rack
plogress sqainst adaptation paals and allow their public secior counerpans 1o rack progress lawards their NDCs
Provide technical sssistance f far 1hat have

alarge share of green investinents i their portiohos

b & working proup of regulatars and f1he NGFS by ! share best
pactices, and conritute 1 the development of siness e scenanos 1o sasess climats nd( manngemeant i the
financial spetar, and the impact 0 thell scanomiss
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Figure 15: AFAC roadmap actions for focus area 4

Suppert frnncial peoniders les fo tracking Fmance for chmate adagtation ard
ili line wi fora tased aparaach

*  Support to dewelon & systematic and transparent appraach to produce preciss, consistent, and comparatie adaptatian
and rasiliance impact matrics

+  Advancen for i it i address barnars assaciated with
éspicing physical climate risks and Insdeguate integration of those 1ol i king

+  Incrapse suppon ard ecitaboration to shaps maskets and bulld the pipeline of bankable adapeation and resilence
rmvestmants

+  Prowids nssistanca in forming warking groups s the TCF A ks elimats
discloauns

Provide additinnal technical suppon ta ongoing efforts of imernaticnal partners ta scale up the implementatian of TCFD
and THFD convering essantial topics, including g Eratagy. risk meticE, and

Targets

Figure 16: AFAC roadmap actions for focus area 5

Provide technical assistance to financial intermediaries to develop funding proposals to
access the Green Climate Fund (GCF) Private Sector Facility to develop their cwn
solutions, e, green adaptation SME {Small Medium Enterprises) loans, or infrastructure-
resilient project finance

Provide technical assistance to financial reguiators and central banks to access the GCF
Readiness Program to further support green policy reforms

Africa Financial Alliance on Climate Change
Strategic Plan 2023 to 2027
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