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ABSTRACT

Purpose — Environment, economy and finance are closely interrelated. While droughts, storms and forest fires pose a direct threat to physical
assets, indirect risks arise due to policy changes brought about by the impact of national public and/or international agreements. These are
ealled can be explained as transition risks. Similarly, orientation to renewable energy sources are also in the scope of transition risks. Because
alternative energy sources production sectors and related sub-industries are adversely affected. These are the losses incurred in transitioning
to a less polluting green economy. The more important the negative effects of the implementation of the Paris Agreement for the relevant
economies, the greater the damage to be caused by non-implementation. The dilemma arises as to how fast the transition to a greener
economy will take place and how its negative effects will affect the sectors and the financial system. Since the resources of the countries are
insufficient to meet the losses, the main subject should be working on the financial risks bank are and will be exposed to.

Methodology- Examining the effects of traditional financial risk groups & measuring risks should be the main methodology.

Findings — The common feature of all of the green economy factors is that they are customers of the financial sector, namely the banks that
provide the allocation of resources in the economy. The potential effects of climate risk derives can be summarized belew- in terms of credit
risk, market risk, liquidity risk,operational risk & reputation risk point of view. In terms of credit risk; the solvency of borrowers may weaken.
In terms of market risk; the values of financial assets may decrease; asset prices may fluctuate. In terms of liquidity risk; there may be
problems such as decrease in the resources of the banks; withdrawal of deposits. If we look in terms of operational risks; problems such as
non- compliance with legal regulations, fraud may increase. Finally, if we look in terms of reputation risk; problems such as deterioration of
market conditions and customer habits, non payment of checks may occur.

Conclusion — To predict the results that may arise because of environmental factors in the banking sector: It is necessary to work on credit
risk in the scope of company, product and sector. In terms of market risks, it is necessary to examine the liquidity and price relationship of
bank assets. As for operational risks, due to the limited information that banks share with the public, studies can be conducted on a case-by-
case basis. Since the resources of the countries are insufficient to meet the losses, the above mentioned subjects are important to be worked
on for financial risks bank are exposed to.
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