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Abstract

The economy in general and the financial industry in particular are at risk as a result of climate
change. These risks are being debated on a global, regional, and the Arab world level. These
changes have been significantly accelerated by industrialization and economic progress over
the past few decades, in addition to natural changes. Interest in mitigating financial risks
associated with climate change has increased recently. This has increased demand for financial
products that protect consumers, and private sector in general from these risks and cover them.
Our study's aim is to describe the elements of the climate system, climate change risks, and
effects of climate change on the banking industry, businesses, and the whole financial system
will be highlighted. The definition of financial derivatives in connection to risk management
for climate change is the goal of this work. Additionally, it aims to determine the size of the
international market for financial derivatives related to climate change, and to describe pricing
models of these derivatives. It also concentrates on the advantages and disadvantages that the
Arab region will face in using these instruments.

The study concluded that the financial derivatives market for climate change risks presents an
opportunity to provide tools to manage risks arising from climate change. Nevertheless, it also
faces practical challenges related to developing pricing methods, and obtaining to the relevant
data. As for the non-bank financial sector, trading these contracts outside the regulated market
represents another source of financial risk, and the non-bank sector is the most affected. This
paper recommends encouraging research in this field and exploring opportunities to benefit
from weather and climate change-related financial derivatives, as well as to determine to what
extent these products contribute to revitalizing the financial markets. Indeed, trading in these
products should be framed inside the regulated financial markets.

Keywords: climate change, risks, weather derivatives, derivatives pricing, financial sector,

Arab countries.
JEL Classification: C58, G1; G14, G17, N2.
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https://www.sciencedirect.com/science/article/pii/S0160932716300308(2022/09/07) : sxaxll

Len) Cuedl) 4adY A jle dida Aliey Liad (5l pall alia¥) @l e 33k o (02) JSal) e 52y
drgala 48y yhay eadill drdl Jaai (5 ) yad) GaliaW) @l 3l kel aaall Jl 4l cps B o(Gaad)
@ loal) (s ABe 8 Jaall Guils aa 5 AV ANl e e o Slll Aga) (Y] had
2l Al ol all GaliaY) G ABe a8 Y AT 8 oY) ilal) Jalay e e SN il
G (S Y5 e s i Ll e gyl bzl 5 Gl ol ad sl 13 3l ey ¢y 5 S
uilall Jalay Ais1all aliia¥ s el 8 o) aalusall o ¢ 5 SI 2T 35 (13 S8 o Lagin
el (5 1Al Galia W) ust Sl ol a0 )SH 2T 36 LAY

Lﬁdhﬁﬁ\’b ‘;GLJQYU «‘;—‘\:\,\3\ @LH\ < 2...'\51.'\.63\ &l i) halda (T 4.2

i b cafiad 8 A1 3 ghall 2 il g Amdall adaill e JS e Ul s BT Aaa e
AlaSll 5 A sl jased) ol ) gall & il 5 dpans sall AadsV 3 gl Lalail ¢ o sl sl & sl
Angll Has (adadl Dl 5 ol (g sadl (oDl Jia) aliall alail) ¢l oS b <l il Gl
Slo Dsie da 0 1.5 a5l all A 0 plii ) Jawsgie o Fliall jay Agiaall 40 5al) 4 S
dlle Ay Hhlae A (=Y G KAL) 8 30-20 Onbe 1 all da j ai a8 ¢ allall (5 gl
.(Thompson, 2021)

alaill e ol MR o sl silae IS ) san caainall 5 A pdall alail) e Loagl Uil i i
38 g caandl Capay Co g Fl i G e e ) e Gl sla daliind g ac ac b i) pegdall
Oe et Y1 & Lay 3 5a 1 e Apelil) Jsall ddials caulite je (<o G0 Sl ey
8 sl axe Lis (Oxfam) aleuS sl dalaia 5 )8 ol oS judi A ggase JAY) Lei oS plaall i
e Blal) 351 oa oo Ol sl aa allall (S (e A3lall (810 2 Of e s SU 8 Bagadl)

4 Environmental Protection Agency Administrator Scott Pruitt said : ““I think that measuring with precision human activity on the climate
is something very challenging to do and there’s tremendous disagreement about the degree of impact, so no, I would not agree that
it’s a primary contributor to the global warming that we see,” he told CNBC’s “ EPA chief Scott Pruitt says CO2 not a primary contributor
to warming (cnbc.com) visited 19/09/2022”.
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-
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