[bookmark: _Hlk69286000][bookmark: _GoBack]Climate resilience of the banking sector became an important element to shape credit risk management. The occurrence of climate hazards such as floods, sea level rise or heat stress has an impact on policies, productivity and the economy. These effects are not indifferent to retail lending products as transition and physical climate risks are expected to be linked to higher delinquency rates and higher credit losses. In this paper, we introduce climate change metrics to a conventional credit risk model to quantify the effect of climate risk in the loss distribution of a representative sample of UK residential mortgages. We explore three alternatives to introduce climate risk in our credit risk model. First, we assess the impact of three climate scenarios following the NGFS 2020 narratives. Second, we use location-specific climate risk scores for six types of hazard events and geo-spatial data to capture address-specific climate risk exposure for each mortgage. Third, we analyse past climate events to simulate acute physical risk based on expected frequency and severity of the events. Results show that the credit impact of climate change varies across locations and that it should not be dismissed for certain geographic areas of the UK. 







