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MAS Consults on Environmental Risk 
Management Guidelines for Banks, 
Insurers and Asset Managers  
 
Introduction 
 

The Monetary Authority of Singapore ("MAS") is seeking feedback on three sets of proposed Guidelines 

on Environmental Risk Management that will apply to: (i) banks, merchant banks and finance 

companies; (ii) insurers; and (iii) fund management companies and real estate investment trust ("REIT") 

managers (collectively, "Proposed Guidelines") set out in three consultation papers. Feedback on the 

three consultation papers are required to be submitted to MAS by 6.30pm, 7 August 2020.   

 

Besides reputational concerns, environmental risk if improperly managed could result in financial impact 

on financial institutions and the assets that they manage on behalf of their clients through physical and 

transition risk channels. Environmental issues of concern include climate change, pollution, changes in 

land use etc., which can have adverse impact on business activities. For example, natural disasters and 

long-term environmental changes aggravated by climate change can impair the collateral value of bank 

loans and revenue-generating assets of investee companies managed by fund managers, thereby 

leading to deterioration of asset value and possibly, significant insurance claims. Therefore, the 

Proposed Guidelines aim to enhance financial institutions' resilience to environmental risk. This multi-

pronged industry initiative is also expected to promote new opportunities for green financing, as part of 

MAS’ Green Finance Action Plan to become a leading global centre for green finance. 

 

The Proposed Guidelines set out sound practices for (i) banks, merchant banks and finance companies; 

(ii) insurers; and (iii) fund management companies and REIT managers (collectively, "FIs") in the 

following areas: 

 

• Governance;  

• Risk management; and 

• Disclosure of environmental risk.  

 

Each set of Proposed Guidelines is tailored to each sector based on its business activities and salient 

risk management practices pertinent to such sector.  

 

This Update provides an overview of the Proposed Guidelines highlighting the scope of application and 

a summary of the salient features of the Proposed Guidelines.  

https://www.linkedin.com/company/rajah-&-tann
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Scope of Application  
 

Banks, merchant banks, finance companies  

 

The Proposed Guidelines will apply to banks, merchant banks and finance companies 

licensed/approved under Singapore laws (collectively, "Banks") in respect of the following activities: 

 

• extension of credit to corporate customers; 

• underwriting for capital market transactions; and  

• other activities that expose Banks to material environmental risk. 

 

Insurers 

 

The Proposed Guidelines will apply to all insurers in Singapore, including insurers carrying on business 

in Singapore under a foreign insurer scheme established under the Singapore Insurance Act 

(collectively, "Insurers") in respect of the following activities: 

 

• underwriting; 

• investment; and  

• other activities that expose Insurers to material environmental risk. 

 

Asset Managers 

 

The Proposed Guidelines will apply to: 

 

• holders of a capital markets services licence for fund management ("LFMC") and REIT management; 

and  

• registered fund management companies which are registered ("RFMC") under the Securities and 

Futures (Licensing and Conduct of Business) Regulations ("SF(LCB)R"), 

 

which exercise discretionary authority over the investments of the funds/mandates that they are 

managing (collectively, "Asset Managers").    

  

The asset management industry is varied in terms of the investment strategy managed by the Asset 

Managers and the roles performed by Asset Managers with respect to such assets under management 

(for instance, whether as a discretionary manager, sub-manager exercising discretionary authority or a 

non-discretionary investment advisor or sub-advisor). Broadly speaking, the regulatory approach is to 

apply the Proposed Guidelines on Asset Managers that exercise discretionary authority over the 

investments of the funds or mandates managed by such Asset Managers. Where Asset Managers 

delegate the investment management functions to sub-managers or advisors, as the overall 

responsibility for environmental risk management is with the Asset Manager, the regulatory expectation 
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is that such Asset Managers ought to convey the expectations to the sub-managers or advisors and 

implement appropriate processes and procedures to assess and monitor the sub-managers’ or sub-

advisors’ compliance with  the expectations set by the Asset Manager.  

 

Governance and Strategy   
 

All FIs 

 

The Board and senior management of an FI are expected to incorporate environmental considerations 

into the FI's risk appetite, strategies, business plans and product offerings (where applicable), and to 

effectively oversee the FI's environmental risk management. The Proposed Guidelines set out detailed 

proposals on the various responsibilities of the Board and senior management of a Bank, Insurer and 

Asset Manager respectively.  

 

Asset Managers 

 

Presently, the statutory obligation for all LFMCs and RFMCs to implement a risk management 

framework to identify, address and monitor the risks associated with customers’ assets managed by 

them, in a manner commensurate with the nature, scale and complexity of the assets, is codified in the 

SF(LCB)R. REIT managers are also required to identify, address and monitor the risks associated with 

their business activities in a similar fashion.  

 

The Proposed Guidelines clarify the Board and senior management’s role in overseeing the integration 

of environmental risk management into the fund manager’s investment risk management framework.  

 

Risk Management 
 

All FIs 

 

The Proposed Guidelines emphasise the need for FIs to develop a risk management framework and 

put in place robust policies and processes to manage environmental risks. Banks and Insurers will have 

to identify, assess, monitor and mitigate material environmental risk at both a customer and portfolio 

level, and for Asset Managers at an individual investment and/or portfolio level. A summary of some 

proposed key matters that Banks, Insurers and Asset Managers are expected to adopt as part of their 

environmental risk management framework is set out below.  

 

Banks 

 

• Customer risk assessment: Banks should undertake an environmental risk assessment of each 

customer as part of their assessment process for credit facilities or capital markets transactions, 

particularly for sectors with higher environmental risk. To inform their assessment, it is proposed 
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that Banks should develop sector-specific policies, to articulate their respective expectations 

towards customers in sectors with higher environmental risk. For transactions with higher 

environmental risk, MAS proposes that Banks undertake enhanced due diligence, and escalate to 

an internal committee or appointed individual for approval where applicable. The Proposed 

Guidelines also recommend that the Banks engage each customer that poses higher risk and 

support each of their transition towards sustainable business practices, and for customers that do 

not manage their environmental risks adequately, the Proposed Guidelines propose a range of 

mitigating options for Banks. 

 

• Portfolio exposures: Banks should develop tools and metrics to monitor and assess their 

exposures to environmental risk at the portfolio level. They should also develop capabilities in 

scenario analysis and stress testing to assess the impact of environmental risk on their risk profile 

and business strategies, and explore their resilience to financial losses. 

 

Insurers  

 

• Customer risk assessment: Just like Banks, Insurers should undertake an environmental risk 

assessment of each customer as part of their assessment process, particularly for sectors with 

higher environmental risk. For transactions/customers with higher environmental risk, MAS 

proposes that Insurers undertake enhanced due diligence, and escalate to an internal committee 

or appointed individual for approval where applicable. Insurers are also recommended to develop 

sector-specific policies to engage each customer with higher environmental risk to improve its 

environmental risk profile and its transition towards sustainable business practices. 

 

• Underwriting process: MAS proposes for Insurers to incorporate environmental risk 

considerations into their underwriting process, taking into account the Insurers' overall risk 

management framework and risk appetite. For an existing customer who does not manage the 

environmental risk adequately, Insurers should implement various measures to mitigate the risk, 

for example, pricing in the additional risk, applying limits on underwriting exposure, or reassessing 

the relationship with the customer, which may include exiting the relationship. The Proposed 

Guidelines recommend that Insurers undertake certain escalation and monitoring processes to 

measure and manage the impact of environmental risk on its business, in respect of customers that 

are assessed to have a higher environmental risk profile. 

 

• Investment portfolio risk assessment: It is also proposed that Insurers must monitor the inherent 

environmental risk in their investment portfolios. Further, an Insurer must consider the impact of 

environmental risk on its investment portfolio under various stress scenarios and time factors.  

 
Asset Managers 

 

• Research and portfolio construction: Asset Managers will be expected to evaluate the potential 

impact of material environmental risk on an investment’s return potential profile when carrying out 



 
 

Client Update: Singapore 
2020 JULY 

 
 
 
Financial Institutions 

 
 

© Rajah & Tann Singapore LLP | 5 

research and portfolio construction, by applying appropriate tools and metrics to identify sectors 

with higher environmental risk and develop sector-specific guidance for higher risk sectors to aid 

their investment personnel in understanding their attendant environmental issues.  

 

• Portfolio risk management: MAS proposes that Asset Managers implement appropriate 

processes and systems to monitor, assess and manage the potential and actual impact of material 

environmental risk on individual investments and portfolios on an ongoing basis. In addition, Asset 

Managers must develop capabilities in scenario analysis to evaluate portfolio resilience and 

valuation under different environmental risk scenarios. Feedback is sought on examples of tools 

and metrics that may be used to conduct portfolio risk management.  

 

• Stewardship in investee company: MAS expects Asset Managers to exercise sound stewardship 

and maintain proper documentation when implementing steps that seek to shape positive corporate 

behaviour and to manage environmental risk associated with investee companies through 

engagement, proxy voting and sector collaboration. 

 

Disclosure  
 

All FIs  

 

MAS proposes that Banks, Insurers and Asset Managers should make regular and meaningful 

disclosure of salient environmental risks applicable to their business. In this regard, the FIs should take 

reference from international reporting frameworks, including the Financial Stability Board’s Task Force 

on Climate-related Financial Disclosures (TCFD), to guide their environmental risk disclosures. 

Disclosures may be consolidated at the group or head office level. 

 

It is proposed that Banks and Insurers should make environmental risk disclosures at least on an annual 

basis. Banks are expected to regularly review their disclosure to improve its comprehensiveness, clarity 

and relevance, taking into account generally accepted measurement practices and methodologies. 

 

Disclosure must include the FIs' approach to managing environmental risk and the potential impact of 

material environmental risk on Banks or Insurers and, in the case of Asset Managers, assets managed 

by them. Disclosure on the potential impact of material environmental risk should include quantitative 

metrics such as exposures to sectors with higher environmental risk. 

 

Implementation and Transition Period  

 

MAS proposes a transition period of 12 months after the Guidelines are issued for Banks, Insurers and 

Asset Managers to assess and implement the Guidelines as appropriate.  
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For details on the Proposed Guidelines, please refer to the following MAS consultation papers:   

 

• Consultation Paper on Proposed Guidelines on Environmental Risk Management for Banks 

• Consultation Paper on Proposed Guidelines on Environmental Risk Management for Insurers  

• Consultation Paper on Proposed Guidelines on Environmental Risk Management for Asset 

Managers.  

 

Concluding Remarks  
 

As the methodologies for assessing, monitoring and reporting environmental risks evolve, the 

approaches by Banks, Insurers and Asset Managers to manage and disclose them are expected to 

evolve over time. To this end, MAS stated that it will update the Guidelines as appropriate to reflect the 

evolving nature and maturity of risk management practices. Not least of all due to increased attention 

by the regulators in this area, it has become imperative that Banks, Insurers and Asset Managers 

incorporate environmental risk considerations into their business and risk management frameworks. 

The enhancements in environmental risk management framework is expected to result in significant, 

positive financial impact on the businesses in the further term. Readers are also reminded that there is 

also separate legislation in Singapore dealing with different environmental issues such as air and water 

pollution etc. – which, alongside the new Proposed Guidelines, would be helpful for the development of 

methodologies to manage environmental risks.  

 

If you have any queries on the above development or would like to submit any feedback to the MAS 

Consultation Papers, please feel free to contact our team members below who will be happy to assist.   

 

https://www.mas.gov.sg/publications/consultations/2020/consultation-paper-on-proposed-guidelines-on-environmental-risk-management-for-banks
https://www.mas.gov.sg/publications/consultations/2020/consultation-paper-on-proposed-guidelines-on-environmental-risk-management-for-insurers
https://www.mas.gov.sg/publications/consultations/2020/consultation-paper-on-proposed-guidelines-on-environmental-risk-management-for-asset-managers
https://www.mas.gov.sg/publications/consultations/2020/consultation-paper-on-proposed-guidelines-on-environmental-risk-management-for-asset-managers
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Contacts 

Financial Institutions 
   

     
 

Regina Liew 
Head, Financial Institutions 
Group 
 
T +65 6232 0456 
 
regina.liew@rajahtann.com  
 

 
 

Larry Lim 
Deputy Head, Financial 
Institutions Group  
 
T +65 6232 0482 
 
larry.lim@rajahtann.com 
 
 
 

   

 

Sustainable Finance 
 

  

     

  

Ng Sey Ming 
Deputy Head, Banking & Finance 
 
T +65 6232 0473 
 
sey.ming.ng@rajahtann.com 
 
 
 

 

  

Lee Weilin 
Partner, Banking & Finance 
 
T +65 6232 0707 
 
weilin.lee@rajahtann.com 
 
 
 
 

   

   

  

Kala Anandarajah 
Lead Partner, Corporate 
Governance 
 
 
T +65 6232 0111 
 
kala.anandarajah@rajahtann.com 
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Contacts 

Insurance & Reinsurance 

   

     
 

Simon Goh 
Head, Insurance & Reinsurance  
 
T +65 6232 0645 
 
simon.goh@rajahtann.com 
 

 
 

Elaine Tay 
Partner, Insurance & 
Reinsurance 
 
T +65 6232 0673 
 
elaine.tay@rajahtann.com 
 
 
 

   

 
Funds & Investment Management 

   

     

  

Arnold Tan 
Co-head, Funds & Investment 
Management 
 
T +65 6232 0701 
 
arnold.tan@rajahtann.com 
 
 
 

 

  

Anne Yeo 
Co-head, Funds & 
Investment Management 
 
T +65 6232 0628 
 
anne.yeo@rajahtann.com 
 
 
 

   

 

Please feel free to also contact Knowledge and Risk Management at eOASIS@rajahtann.com 

 

 

mailto:simon.goh@rajahtann.com
mailto:elaine.tay@rajahtann.com
mailto:arnold.tan@rajahtann.com
mailto:anne.yeo@rajahtann.com
mailto:eOASIS@rajahtann.com
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Our Regional Contacts 

  
Rajah & Tann Singapore LLP 

T  +65 6535 3600   

sg.rajahtannasia.com 

  
Christopher & Lee Ong 

T  +60 3 2273 1919    

F  +60 3 2273 8310 

www.christopherleeong.com  

   

 

R&T Sok & Heng Law Office 

T  +855 23 963 112 / 113    

F  +855 23 963 116 

kh.rajahtannasia.com 

  
Rajah & Tann Myanmar Company Limited 

T  +95 1 9345 343 / +95 1 9345 346 

F  +95 1 9345 348 

mm.rajahtannasia.com 

   

 
Rajah & Tann Singapore LLP 

Shanghai Representative Office 

T  +86 21 6120 8818    

F  +86 21 6120 8820 

cn.rajahtannasia.com 

 

  
Gatmaytan Yap Patacsil Gutierrez & Protacio (C&G Law)  

T  +632 8894 0377 to 79 / +632 8894 4931 to 32   

F  +632 8552 1977 to 78 

www.cagatlaw.com 

   

 
Assegaf Hamzah & Partners 

 

Jakarta Office 

T  +62 21 2555 7800    

F  +62 21 2555 7899 

 

Surabaya Office 

T  +62 31 5116 4550    

F  +62 31 5116 4560 

www.ahp.co.id 

  

R&T Asia (Thailand) Limited 

T  +66 2 656 1991    

F  +66 2 656 0833 

th.rajahtannasia.com 

 
Rajah & Tann LCT Lawyers 

 

Ho Chi Minh City Office 

T  +84 28 3821 2382 / +84 28 3821 2673    

F  +84 28 3520 8206 

 

Hanoi Office 

T  +84 24 3267 6127    

F  +84 24 3267 6128 

www.rajahtannlct.com 

  

 

Rajah & Tann (Laos) Co., Ltd. 

T  +856 21 454 239    

F  +856 21 285 261 

la.rajahtannasia.com 

 

 

Rajah & Tann Asia is a network of legal practices based in South-East Asia. Member firms are independently constituted and regulated in 

accordance with relevant local legal requirements. Services provided by a member firm are governed by the terms of engagement between 

the member firm and the client. 

 

This Update is solely intended to provide general information and does not provide any advice or create any relationship, whether legally 
binding or otherwise. Rajah & Tann Asia and its member firms do not accept, and fully disclaim, responsibility for any loss or damage which 
may result from accessing or relying on this Update. 
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Our Regional Presence 

 

 
 
 
 

Rajah & Tann Singapore LLP is one of the largest full-service law firms in Singapore, providing high quality advice to an impressive list of clients.  
We place strong emphasis on promptness, accessibility and reliability in dealing with clients. At the same time, the firm strives towards a practical 
yet creative approach in dealing with business and commercial problems. As the Singapore member firm of the Lex Mundi Network, we are able to 
offer access to excellent legal expertise in more than 100 countries.  
 
Rajah & Tann Singapore LLP is part of Rajah & Tann Asia, a network of local law firms in Singapore, Cambodia, China, Indonesia, Lao PDR, 
Malaysia, Myanmar, the Philippines, Thailand and Vietnam. Our Asian network also includes regional desks focused on Brunei, Japan and South 
Asia.    
 
The contents of this Update are owned by Rajah & Tann Singapore LLP and subject to copyright protection under the laws of Singapore and, through 
international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, modified, adapted, publicly 
displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any purpose save as permitted herein) 
without the prior written permission of Rajah & Tann Singapore LLP. 
 
Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only intended 
to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for any particular course 
of action as such information may not suit your specific business and operational requirements. It is to your advantage to seek legal advice for your 
specific situation. In this regard, you may call the lawyer you normally deal with in Rajah & Tann Singapore LLP or email Knowledge & Risk 
Management at eOASIS@rajahtann.com. 


