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Abstract:

The main objective of the research was to determine the methodological
foundations and mechanisms for building stress test scenarios in a more
accurate and objective way to adapt to the risks of climate change and reduce
its effects and negative repercussions, and to demonstrate the role of these
scenarios in measuring and estimating the potential financial impacts of credit,
market and operational risks associated with climate change, and then
determining The capital adequacy ratio and its comparison with the indicative
ratios of Basel 4 decisions and the instructions of the Central Bank of Egypt,
thus providing appropriate and documented information that supports many
operational, investment and financing decisions in the current and future period.
The research was applied to a sample consisting of the five largest commercial
banks operating in Egypt for the year 2023 (National Bank of Egypt, Banque
Misr, Commercial International Bank, Qatar National Bank, and Arab African
International Bank), and the data was collected, analyzed, and presented using
advanced functions. Excel program in preparation for testing research
hypotheses.

The research concluded with a set of results, the most important of
which are: that the commercial banks under study achieved a capital adequacy
rate in June 2023 that exceeds the minimum approved by the Basel 4
Committee (10.5%), as well as what was approved by the Central Bank of
Egypt (12.5%) as capital requirements to meet... Credit, market and operational
risks together. It was also found that there was no significant impact of the
stress test scenarios (basic - medium - most severe) in light of the repercussions
of climate change on the capital adequacy ratio in accordance with Basel 1V
banking supervision decisions (10.5%).While the medium-severe scenario
revealed that the financial solvency of the National Bank of Egypt and Banque
Misr was insufficient to meet the requirements of the Central Bank of Egypt
(12.5%), as the capital adequacy rate reached 12.15% and 12.43%,
respectively, as well as the The most severe scenario is that the financial
solvency of the National Bank of Egypt and Banque Misr is insufficient to meet
the requirements of the Central Bank of Egypt (12.5%), as the capital adequacy
rate reached 11.40% and 11.74%, respectively.

Keywords: Stress Tests, Climate Change Risks, Potential Financial
Impacts, Capital Adequacy Ratio.
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