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A triple threat

Climate risk is multifaceted
The key risks to Australia coming out of
COVID are the physical risks associated with
a changing climate and the economic
transition risks associated with the human
response to this changing climate.
Australia’s vast and variable landscape means
that it is particularly exposed to the physical
impacts of climate change. There are sizeable
costs to be incurred if Australia fails to
mitigate climate change.

The risks presented by COVID-19 and climate change are not mutually
exclusive. Industries and workers that are at risk as the world fights COVID19, are the same ones that are exposed to the risks from a warming world.
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Doing nothing is not costless.
At the same time, Australia needs to navigate
the risks of economic transition as an
emissions intensive, resource-based economy
that is highly integrated into global markets.
Regardless of what transition path Australia
chooses (including choosing not to
transition), there will be economic shocks as
the world moves to a low emission economy,
with these global choices transmitted to
Australia through trade, politics and changing
consumer demand.
Where the economic stakes are so high, so
is the cost of inaction. There is no free
ride.
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Economic risks and impacts from COVID-19
We all feel the uncertainty that surrounds our current
economic trajectory – many people have lost their jobs;
businesses have been forced to close their doors and
industries have been curtailed by the disruption of global
supply chains due to COVID. The disruptions and risks of
COVID are very real.

TOP INDUSTRY IMPACTS FROM COVID-19

32%

25%

of jobs

of GDP

Deloitte Access Economics estimates that the top six
industries hardest hit by COVID – in looking at weekly
ABS payroll data as at Jul 2020 – represent 32% of all
employed people in Australia and 25% of GDP.
And what is vulnerable today, is even more vulnerable
tomorrow. While the world is feeling the COVID crisis, the
more gradual consequences of climate change are
occurring at the same time.

*Administrative and other services includes administrative and support services, information media and telecommunications and other services.
Source: DAE-CLIMATE; Australia’s National Greenhouse Accounts, National Inventory by Economic Sector, May 2020; ABS Weekly Payroll Jobs and Wages in Australia, July 2020; ABS Labour Force, Australia, Detailed,
Quarterly, May 2020; ABS Australian System of National Accounts, 2018-19
Deloitte Access Economics Pty Ltd.
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Physical risks from climate change
damages
Going forward, some of the most significant risks to
Australia’s economic growth trajectory are the physical
risks associated with a changing climate and unplanned
economic transition risks from the response to this
changing climate.

TOP INDUSTRY IMPACTS FROM CLIMATE CHANGE DAMAGE

43%

38%

of jobs

of GDP

Australia’s vast and variable landscape means that it is
particularly exposed to the physical impacts of climate
change.
Deloitte Access Economics estimates that the top six
industries which are the most exposed to the physical
damages from climate change today, represent 43% of
all employed workers and 38% of GDP.

*Administrative and other services includes administrative and support services, information media and telecommunications and other services.
Source: DAE-CLIMATE; Australia’s National Greenhouse Accounts, National Inventory by Economic Sector, May 2020; ABS Weekly Payroll Jobs and Wages in Australia, July 2020; ABS Labour Force, Australia, Detailed,
Quarterly, May 2020; ABS Australian System of National Accounts, 2018-19
Deloitte Access Economics Pty Ltd.
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Economic disruption risk as the world
changes
At the same time, Australia as an emissions intensive,
resource-based economy that is highly integrated into
global markets is not immune from the economic risks
associated with climate change – and the way the rest of
the world decides to mitigate the worst consequences of it.

TOP INDUSTRY IMPACTS FROM ECONOMIC DISRUPTION

23%

34%

of jobs

of GDP

Regardless of what transition path Australia chooses
(including choosing not to transition), there will be
economic shocks as the world transitions to a lower, and
ultimately net-zero, emissions economy. These global
choices will be transmitted to Australia through trade,
politics and changing consumer demand.

Deloitte Access Economics estimates that the top six
industries that are the most emissions intensive in their
output represent 23% of all employed Australian’s and
34% of GDP.
These emissions intensive industries are vulnerable to
disruption as the rest of the world shifts its preferences –
the world may not want what Australia has to offer.

*Administrative and other services includes administrative and support services, information media and telecommunications and other services.
Source: DAE-CLIMATE; Australia’s National Greenhouse Accounts, National Inventory by Economic Sector, May 2020; ABS Weekly Payroll Jobs and Wages in Australia, July 2020; ABS Labour Force, Australia, Detailed,
Quarterly, May 2020; ABS Australian System of National Accounts, 2018-19
Deloitte Access Economics Pty Ltd.

WITH RISK COMES OPPORTUNITY

Deloitte Access Economics’ analysis shows that
those industries hard hit by the pandemic, are
also the most vulnerable to the effects of a
warming world. The economic fundamentals that
make Australia strong today, are equally what can
expose the economy to disruption and change.
Agriculture, construction, manufacturing, tourism
related industries and mining all feature
consistently in each risk category.
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This creates a need to mitigate in recovery, to seize the opportunity
• Mitigate climate change and its consequences domestically
• the risk and policy consequences of the global move to net-zero
already underway
• Delay in acting means a greater cost in the rush to mitigate.
No matter the recovery or transition pathway chosen, an emissions intensive
structure will not support a strong economic growth trajectory in Australia;
the risk of stranded assets, industries, communities and workers is intensified.
And the lessons of COVID have demonstrated that such risks are too great a
cost to wear.

WITH RISK COMES OPPORTUNITY

Climate risk is multifaceted.

The two key risks to Australia are the physical risks
associated with a changing climate and the economic
transition risks associated with the human response to
this changing climate.
Australia’s vast and variable landscape means that it is
particularly exposed to the physical impacts of climate
change. There are sizeable costs to be incurred if Australia
fails to mitigate climate change.
Doing nothing is not costless.
At the same time, Australia needs to navigate the risks of
economic transition as an emissions intensive, resourcebased economy that is highly integrated into global
markets.
Regardless of what transition path Australia chooses
(including choosing not to transition), there will be
economic shocks as the world moves to a low emission
economy, with these global choices transmitted to
Australia through trade, politics and changing consumer
demand.
Where the economic stakes are so high, so is the cost
of inaction. There is no free ride.
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A NEW BASELINE FOR THE ECONOMY

Climate change is not an economic scenario, it is the baseline

Climate crunch time

The growth in the global economic system is currently contingent on emissions
intensive activity. Economic theories and models that provide the ability to
understand emissions intensive activity and growth, are also maintaining
society’s ‘business as usual’ approach to preventing climate change.

As Australia cushions the economy to the effects of the pandemic and recovers,
there is a need to think of resilient investments for recovery: good investments.

That is, the climate change economic paradox: the economic fundamentals
that make economies strong on paper with emissions intensive production, are
equally what expose economies to disruption from both the climate and
economic transition. And because the economic fundamentals are strong, it
prevents the necessary policy and economic change from taking place.
And economic modelling is part of this wicked problem.
Current models assume as the baseline that unconstrained emissions do
not have a consequence on economic growth. It’s no wonder any plans to
mitigate are snared in the ‘costs too much’ debate.
It’s time to get this right – the real economic baseline must be one where
trend growth is subject to the economic consequences of unmitigated
climate change. It is against this baseline which the policy debate must be
conducted.
It is against this baseline where the opportunities for jobs and growth can be
truly understood and embraced.
It is against this baseline where the costs of delay are revealed.
It’s a matter of good economics.

Deloitte Access Economics Pty Ltd.

Ones that make the economy robust to future challenges and avoids the
economy running headlong into another economic wall in just a few years’
time.
Recovery from the pandemic is crunch time to put emissions in structural
decline and mitigate the worst effects and risks from a changing climate.
The Global Financial Crisis saw greenhouse gas emissions jump significantly as
the world economy recovered, further stalling resilient economic progress.
The Australian and global economy cannot afford this a second time round –
cannot afford it economically, socially or environmentally.

All economies are recovering from COVID off an
economic baseline that was already disrupted and
exposed to risk – climate change and economic
disruption is not a scenario, it is the baseline.

Contact
Dr Pradeep Philip

Claire Atkinson

Partner
Head of Deloitte Access Economics

Associate Director
Deloitte Access Economics

pphilip@deloitte.com.au

catkinson@deloitte.com.au

General use restriction
This document and the information is solely prepared for use as a discussion paper. This document and the information is not intended to and should not be used or relied upon by anyone else and we accept no duty
of care to any other person or entity. This document and the information has been prepared for the purpose discussing the broad economic impacts to Australia's economy due to a changing climate. You should not
refer to or use our name or the advice for any other purpose.
Deloitte Access Economics Pty Ltd
Deloitte Access Economics is Australia’s pre-eminent economics advisory practice and a member of Deloitte's global economics group. For more information, please visit our website: www.deloitte.com/au/deloitteaccess-economics
Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (“DTTL”), its global network of member firms, and their related entities. DTTL (also referred to as “Deloitte Global”) and each of its member firms and
their affiliated entities are legally separate and independent entities. DTTL does not provide services to clients. Please see www.deloitte.com/about to learn more.

Deloitte is a leading global provider of audit and assurance, consulting, financial advisory, risk advisory, tax and related services. Our network of member firms in more than 150 countries and territories serves four out
of five Fortune Global 500®companies. Learn how Deloitte’s approximately 286,000 people make an impact that matters at www.deloitte.com.
Deloitte Asia Pacific
Deloitte Asia Pacific Limited is a company limited by guarantee and a member firm of DTTL. Members of Deloitte Asia Pacific Limited and their related entities provide services in Australia, Brunei Darussalam,
Cambodia, East Timor, Federated States of Micronesia, Guam, Indonesia, Japan, Laos, Malaysia, Mongolia, Myanmar, New Zealand, Palau, Papua New Guinea, Singapore, Thailand, The Marshall Islands, The Northern
Mariana Islands, The People’s Republic of China (incl. Hong Kong SAR and Macau SAR), The Philippines and Vietnam, in each of which operations are conducted by separate and independent legal entities.
Deloitte Australia
In Australia, the Deloitte Network member is the Australian partnership of Deloitte Touche Tohmatsu. As one of Australia’s leading professional services firms. Deloitte Touche Tohmatsu and its affiliates provide audit,
tax, consulting, and financial advisory services through approximately 8000 people across the country. Focused on the creation of value and growth, and known as an employer of choice for innovative human
resources programs, we are dedicated to helping our clients and our people excel. For more information, please visit our web site at https://www2.deloitte.com/au/en.html.
Liability limited by a scheme approved under Professional Standards Legislation.
Member of Deloitte Asia Pacific Limited and the Deloitte Network.
©2020 Deloitte Access Economics. Deloitte Touche Tohmatsu

