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Response template Consultation on Joint ESAs Guidelines on integrating ESG risks in stress tests (here)




Question 1 - Please add here any comments on "Title I - Subject matter, scope and definitions"

It should be noted that the available data and models for biodiversity and deforestation risks are still in their infancy.



Question 2 - Do you agree with the list of objectives? Do you have any additional suggestions (addition, removal, precision,etc.)?

Article 15&28 - Timeframes:
Climate change risk is significantly more complex, long-term, and multidimensional than any financial or underwriting risk (re)insurers have previously assessed. Time horizons should reflect the unique nature of climate-related risks and allow for flexibility to avoid redundant scenario analyses where no material change is expected. For instance, many physical risks show little variation over 5-year increments in stress testing, whereas more meaningful insights emerge over 30-year periods—an approach already reflected in many NatCat models.



Question 3 - Do you have any comment or suggestion on paragraphs 16-18 on "Materiality assessment"?

Articles (17-18) - Materiality assessment:
Offering clearer guidance on specific areas of focus for (re)insurers—beyond the broad ESG label—would enhance consistency in disclosures and help competent authorities direct their oversight more effectively.



Question 4 - Please add here any additional comments on "Title II - Requirements regarding consistency, long-term considerations and common standards for assessment methodologies in stress testing of ESG risks - 4.1 Objectives"

Comments here



Question 5 - Do you have any comment or suggestion on paragraphs 27-28 on "scope" and paragraph 29 on "time horizon"?

Comments here



Question 6 - Do you have any comment or suggestion on paragraphs 30-33 on scenario design and application?

Article 32 – Alternative scenarios
The industry expects consistency in scenario narratives with the other existing sustainability disclosures such as CSRD and ORSA.



Question 7 - Do you have any comment or suggestion on paragraphs 34-36 on "top-down vs. bottom-up approaches"?

To minimise additional burdens, the industry prefers top-down approaches. Here, the competent authorities have stronger control over the process. 
Second-round effects can also be tested effectively in this way. This was demonstrated in the top-down Fit-for-55 system-wide climate stress test.



Question 8 - Do you have any comment or suggestion on paragraphs 37-40 on "level of granularity"?

Comments here



Question 9 - Do you have any comment or suggestion on paragraphs 41-44 on "balance sheet assumptions"?

Article 41 – Dynamic vs Static balance sheet projections
Dynamic balance sheet projections are often computationally intensive and time-consuming, with limited added value—especially given the expectation to converge toward a high-level, strategic long-term outlook. When management actions are well substantiated, the impacts are expected to be reported both before and after these actions are applied.




Question 10 - Please add here any additional comments on "Title II - Requirements regarding consistency, long-term considerations and common standards for assessment methodologies in stress testing of ESG risks - 4.2 Principles and methodological considerations"

Article 48: - Model limitations and cross validations
While we acknowledge that climate models inherently contain material limitations and simplifications—due to their early stage of development, limited data, and evolving methodologies—cross-validating with alternative approaches may introduce more confusion than clarity. Model validation processes are expected to progress gradually, allowing time for these models to mature appropriately.



Question 11 - Please add here any comments on "Title II - Requirements regarding consistency, long-term considerations and common standards for assessment methodologies in stress testing of ESG risks - 4.3 Organisational and governance arrangements"

Article 61: - Public disclosure of information
Disclosure should be balanced against the level of granularity, complexity and sensitivity of the information, complexity. The industry wants to safeguard existing practices and not disclose ORSA or stress scenarios in public disclosures. 
It is crucial that competent authorities rely, as much as possible, on already existing data. If ad-hoc data collections are deemed necessary, competent authorities should perform the data collection themselves and should not require additional information from undertakings in order to avoid imposing any additional burdens.



Question 12 - Do you have any additional and/or general comments on the Consultation Paper?

Yes/No
Comments here



Question 13 - Do you have any comments on the Impact Assessment?

Yes/No
Comments here
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