
ENHANCING 

CLIMATE 

ADAPTATION IN THE 

CARIBBEAN

Tools and financial products to adapt 

to climate risks and boost resilient 

building financing in the Caribbean

October 2023



1

• Financial losses from natural disasters continue to rise, with developing countries and their low-income 

populations feeling the greatest effects. Direct financial loss to emerging markets reached an average of $165 

bn per year during the last 10 years, with loss exceeding $100 billion in six of those years.

• Latin America’s economic loss from natural disasters amounted to US$22 billion in 2021, with only 16% of 

these losses covered by insurance.

• On average, in a small country the occurrence of a major disaster reduces GDP growth by 1.2 percent, with a 

cumulative permanent loss of 3.7 percent of GDP. This compares to an average for all countries of 0.8 percent 

decline in GDP growth per disaster occurrence and a cumulative, permanent loss of 2.4 percent.

• SMEs, farmers, fishery communities located in vulnerable regions face a heightened risk beyond the credit 

analysis that a bank may conduct on their business activity. According to Zurich Insurance Group’s recent 

survey, about (78%) of SMEs expect that risks associated with climate change will have a significant effect on 

their businesses. 

• There is also a spillover to banks in loan losses, which could threaten their solvency and liquidity. Post event, 

demand for loans increased as households and businesses may need credit for rebuilding or to smooth out 

temporary income disruptions but liquidity for FIs dry-up due to deposit run to meet the new demand.  

• According to S&P in 2017, 73 companies (15%) on the S&P 500 publicly disclosed an effect on earnings from 

weather events, but only 18 companies (4%) quantified the effect. The average materiality on earnings for the 

small number of companies that quantified it was a significant 6%.

• Financial Regulators are increasingly becoming aware of the need for FIs to consider the consequences of a 

changing climate.

Natural Disasters are Among the Top 3 Risks Facing FIs and Businesses

Direct and indirect economic impact of natural disasters are felt the most by poor populations

Direct Impact to SMEs, 

farmers, and Poor

Indirect Impact SMEs, 

farmers, and Poor

Reconstruction costs due to 

damage to unassured assets

Loss of Income for SMEs due 

to business interruption

Loss of income for farmers and 

supply chain actors

Loss of income due to 

economic decline

Increased risk aversion for 

innovative farming technologies 

Increased borrowing costs

Additional expenses such as 

relocation cost during 

reconstruction

World Bank Report - Natural Disaster Report.pdf

file://///FMFILE.IFCAD.IFC.ORG/FM/WORLD/World%20Region-WLD/Global%20SME%20Finance/41391_Climate%20Guarantee%20Program/New%20Proposal/Data%20and%20Research/Natural%20Disaster%20Report.pdf


IPCC REPORT CALLS FOR IMMEDIATE ATTENTION TO RESILIENCE ENHANCEMENT
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Adaptation Needed Now

As the number and frequency of climate events increase, adapting to climate change is going to 
become progressively harder if we fail to invest in protecting ourselves now.

Infrastructure Physical Integrity and Operational Continuity is Key

Physical infrastructure, including buildings, is especially vulnerable to climate events in urban areas 
due to growing populations. While many cities have adaptation plans in place, the execution is often 
lacking and there is a lack of upfront investment in resilience.

Rebuilding is Expensive

Some estimate that disasters caused $210 billion worth of damage around the world in 2020, which 
was approximately a 33% increase from the year before. In the most exposed countries – such as in 
the Caribbean – rebuilding after a disaster may become prohibitively expensive. In 2017, Hurricane 
Maria cost Dominica around 200% of its GDP. 

Investing early to construct and retrofit more resilient buildings is a crucial way to save lives, 
minimize costs, and protect development investments

Investing in Resilience 

The net benefit of investing in the resilience of infrastructure in low- and middle-income countries 
would amount to $4.2 trillion, with on average a $4 benefit for each $1 invested.



IFC DEVELOPED A TOOL TO ENHANCE CLIMATE CHANGE ADAPTION FOCUSING ON 
BUILDING RESILENCE
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IFC’s track record on financing buildings started with climate change mitigation using EDGE.

Building Resilience Index (BRI) complements it by addressing climate change adaptation 

FOLLOWING 

EXPERIENCE OF EDGE

CLIMATE CHANGE
2021b

10,000 lives lost

US$ 280 billion losses

57% of losses uninsured

GREEN RESILIENT
Every US$ 1 invested 

can save US$ 4.

3% additional cost and

a payback period of 3 years.

40% of global

greenhouse gas 

emissionsa

BUILDINGS

more frequent & 

more severe

CLIMATE 

HAZARDS

a: emissions including embodied carbon;  b: includes data from all natural disasters

Graphic created by Building Resilience Index team with data from: IFC, Munich RE, and 

National Institute of Building Science. 

CLIMATE 

MITIGATION

CLIMATE 

ADAPTATION

IFC’S DEFINITION OF A 

RESILIENT BUILDING

a building which can withstand the natural and climate hazards it is exposed to, and ideally 

continue its operations without disruption following an intense hazard event
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BRI CATALYZES AND SUPPORTS INVESTMENTS IN BUILDING RESILIENCE 

Identify Risk
Identify applicable natural

hazards and vulnerabilities

based on the location and

design of a building. 

Manage Risk
Explore a list of risk 

mitigation measures for 

enhancing the physical 

integrity and operational

continuity of a building. 

Disclose Risk
Communicate the 

resilience of a building 

by using a standardized 

letter grade rating system. 

• Building Resilience Index is a web-based hazard mapping and resilience 
assessment framework that evaluates location-specific, climate-related risks for 
a real estate project or portfolio, and the resilience measures that have been 
implemented. 

• It is designed for stakeholders in the real estate value chain, including financial 
institutions, lenders, developers, insurers, buyers, and governments.

• The aim is to set a metrics-driven and standardized definition of what 
constitutes resilient construction, address market constraints such as 
verification capacity, reward property developers for incorporating higher standards 
in construction, increase regulatory pull, and promote direct and indirect 
investments,

BRI entails three steps for all building evaluations: 



IN ADDITION TO ITS STANDARD FINANCIAL PRODUCT SUITE, IFC IS PROPOSING AN INNOVATIVE CAPITAL 

MARKETS APPROACH TO CLIMATE ADAPTATION

IFC ALSO OFFERS FINANCIAL PRODUCTS TO SUPPORT CLIMATE ADAPTATION
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Following the example of Green Bonds that are used for green construction financing and green mortgages, issued across 

the globe from Latin America to Africa, Climate Adaptation Bond is a wholistic approach in  financing the country-wide 

efforts to build resilience in the face of increasing climate threats.

Concessional 

Government 

Senior Tranche

• Issuer: Government entity, Financial institutions or other qualified entities under local regulation

• Use of Proceeds: Financing a portfolio of identified projects that contribute to climate adaptation 

and resilience, with clear eligibility criteria. Potential projects could include:  

• Resilient construction and resilience improvement for buildings, using IFC’s Building 

Resilience Index

• Infrastructure/Public-Private partnerships project (roads, wastewater management, electricity) 

enhancement for increasing resilience

• Urban planning projects to enhance resilience, including relocation of exposed buildings and 

businesses

• Implementation of climate adaption measures, for instance mangrove to protect the coast from 

rising sea levels

 

• IFC’s Role: Anchor investor, credit enhancement, Building Resilience Index support and training

Illustrative structure:



resilienceindex.org

Thank you.
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LAY THE FOUNDATIONS FOR RESILIENT CITIES, 
ONE BUILDING AT A TIME.
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