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The first of two sessions:
This morning: climate risk & derisking finance
This afternoon: disaster risk financing in Caribbean

This morning: 2 ways climate risk <-> finance
 ‘De-risking’ climate finance
 Financing mitigation of ‘climate risks’

Examine actors involved in defining risks
And ask who gets left holding the risk?
 If only certain climate risks can be financed (and 

‘de-risked’ for investors), what is left behind?
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Now fairly commonplace set of propositions:
Huge need for adaptation, mitigation financing
 This funding must come from the private sector
 “that private finance will not be forthcoming on the 

scale and cost-of-capital necessary without 
international action to manage and reduce risk” (Stern 
2025: xii)

Cost-of-capital is higher in Global South
…but we see questionable explanations for this. e.g.:
 “Access to capital is arguably more difficult in 

developing countries, as systemic risks in the market 
(e.g. the likelihood of political distractions) are higher” 
(Steckel and Jacob 2018: 21) - !

https://uplopen.com/books/e/10.1515/9783111590486
https://www.sciencedirect.com/science/article/abs/pii/S2110701717302123


No dispute that it is higher for Global South
 This is often presented as necessitated by ‘country risk’ 

or ‘political risk’ treated as inherent in Global South

But: growing work on unjust/biased ratings
 Alami (2022), Styve & Gilbert (2023), Vijaya (2024)
 “The significance of these qualitative and interpretive 

components lies…in the possibility that they transmit 
broader structural and geographic biases into sovereign 
ratings […] the incorporation of climate vulnerability…may 
reproduce them in a new form, particularly where structural 
exposure to climate shocks is treated as a credit weakness 
without adequate consideration of historical responsibility, 
unequal adaptive capacity, or the development constraints 
faced by vulnerable economies” (Latindadd/TWN 2026)

https://www.manchesterhive.com/downloadpdf/9781526163455/9781526163455.00024.pdf
https://www.sciencedirect.com/science/article/pii/S2214790X22000612
https://journals.sagepub.com/doi/10.1177/04866134241270675
https://latindadd.org/informes/dancing-to-their-tune-credit-rating-agencies-sovereign-risk-and-financing-conditions-in-the-global-south/


Persaud (2025) 

Biased and overly harsh credit ratings

Mean cost of capital to invest in Global 
South countries becomes higher

This requires more concessional / public 
finance to ‘de-risk’ investments, 
guarantee those higher returns, and 
mobilise / leverage / catalyse private 
finance if such returns are not possible

This means higher expected returns for 
private investors to be willing to invest  
in adaptation / mitigation / transition 
projects

https://uplopen.com/books/e/10.1515/9783111590486


 If the cost of capital is higher in the South…
…and only de-risked private finance can fund 

adaptation / mitigation / transition…
…then there is a need for ‘blended finance’ tools

No clear definition of ‘blended finance’
 Sial (2024): no consistency in reporting
 Broadly, is using public funds to ‘mobilise’ private
 Typically involve concessional loan tranches, 

insurance / guarantees against non-payment (by 
sovereign or user)
Underwrite profits for (often Global North) investors

https://www.eurodad.org/blended_finance_can_perpetuate_climate_colonialism






Climate finance doesn’t just rely on ‘de-risking’ 
 It also requires the establishment of legible climate risks

 ‘climate finance’ also has to address ‘climate risks’
 Being able to define these comes before you can ‘de-risk’ 

returns on investment itself

Defining climate risks = knowledge infrastructures
 For example, with carbon pricing, and climate disclosures
 Folkers (2024): TCFD, IFRS – allow internal risk pricing

Climate finance knowledge infrastructures:
 Development Finance Institutions create criteria
 Common Principles for Climate Mitigation Finance Tracking
 Which in turn rely on codifications of physical climate risk

https://www.tandfonline.com/doi/full/10.1080/03085147.2024.2348316
https://documents1.worldbank.org/curated/en/514141645722484314/pdf/Common-Principles-for-Climate-Mitigation-Finance-Tracking.pdf
https://documents1.worldbank.org/curated/en/514141645722484314/pdf/Common-Principles-for-Climate-Mitigation-Finance-Tracking.pdf








 What happens when investors aim to manage or reduce 
physical climate risk…
 …but only some risks legible in terms of investment decisions
 …and only certain projects can be financially ‘de-risked’ through 

guarantees, blended finance etc.? 

 Why is derisked external finance prioritised?
 What about domestic investment?
 The risk of exacerbating debt burdens?
 How do climate finance projects interact with wider funding landscapes 

(e.g., IPP project feed-in tariffs)
 What about public ownership of utilities? 
 Whose experience of climate risk does not get to be de-risked?
 Whose adaptation / mitigation / transition just isn’t ‘bankable’?
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