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Letter calling on the G20 for a #SafeTransition

Dear [Leader of G20],

We are writing to you to call for increased ambition from the G20 leaders to address
the risks that climate change poses to our economies and financial system.

The Financial Stability Board, as well as financial supervisors across the globe, have
taken positive steps towards analysing climate-related financial stability risks.
Proactive leadership is now needed to tackle these risks. Global cooperation and aligned
effort are crucial in this respect, as climate impacts have no borders. The G20 leaders should
use their meeting in Bali to call for the adoption of a holistic set of rules to ensure financial
institutions identify, manage and mitigate climate-related financial risks.

Climate change is causing enormous damage including environmental degradation,
biodiversity loss, food insecurity, conflicts, mass displacement and migration. This has
an increasingly destabilising impact on our economies and financial system. The longer we
postpone mitigation and adaptation actions, the higher the chances are that we will also face
financial crises induced by the climate crisis - either due to extreme weather events
disrupting the economy or due to an abrupt and disorderly transition. The climate crisis is
creating a feedback loop where financial institutions are financing activities that are
accelerating irreversible climate change. This in turn increases their exposure to
climate-induced financial crises.

When this happens, someone will have to pay the cost. As world leaders, you can set the
agenda to decide whether the size is manageable or overwhelming. As it stands, this cost
looks like it will fall on public budgets and taxpayers, as the financial sector has not
started to build up adequate capital buffers to absorb upcoming losses. Some financial
institutions have made commitments to support the transition away from the economy based
on fossil fuels. This is a recognition of the need to address the issue, but so far falls short of
taking impactful measures to tackle expanding climate-related financial risks. Supervisors
have acknowledged the systemic nature of climate risk and stepped up collection of climate
risk-related data and exploration of climate-related vulnerabilities in the financial sector,
notably, by means of scenario analyses. Financial institutions are also being mandated to
provide more disclosure about their transition plans, risks, and opportunities. This is again a
recognition that these risks need to be dealt with. Yet, risk mitigation measures remain
insufficient and the risks continue to build up in the financial system. If left unchecked, we
could face a ‘fossil subprime’ crisis.

A new study1 led by Finance Watch estimates that the 60 largest global banks have
around USD 1.35 trillion of exposures to fossil fuel assets, which are an increasing
source of risk to banks and the financial system. At the moment this increasing risk is not

1A safer transition for fossil banking, Finance Watch, October 2022

https://www.finance-watch.org/campaign/sign-on-by-28-oct-letter-calling-on-the-g20-for-a-safetransition/
mailto:pablo.grandjean@finance-watch.org
https://www.finance-watch.org/wp-content/uploads/2022/10/A-safer-transition-for-fossil-banking-Finance-Watch-report.pdf


<< This is the final version of the letter. Please sign the letter using this form. Contact
pablo.grandjean@finance-watch.org for questions >>

reflected in bank capital rules at either a micro or macro-prudential level, to make sure banks
can cover future losses. To correct this, fossil fuel exposures should be recognised as
higher risk assets under the Basel framework. Doing this at the 60 largest global banks
would only require an estimated USD 183.5 billion in additional capital. This is equivalent to
around three to five months of banks’ 2021 net income - a feasible and important step in
preventing a snowball build-up of risk. The current practice of not treating banks’ fossil
fuel exposures as higher risk is effectively a subsidy to the fossil fuel industry, which
we estimate is worth around USD 18 billion a year.

As time is of the essence, the level of ambition and urgency to address climate-related
financial stability risk need to move up a gear. This means building on the positive
statements in the G20 Rome Leader’s Declaration2 and upgrading the actions in the G20
Sustainable Finance Roadmap3. Taking a proactive, precautionary approach garners
broad-based support. Concrete amendments4 to the prudential regulatory frameworks for
banks and insurers have been recognised by a panel of 50 banks, NGOs, academics,
regulators and investors from the United States, Canada, the European Union and the United
Kingdom as the top-ranked policy proposal to tackle the link between climate change and
financial instability5.

We urge you to move the agenda forward and define actions to address the systemic
risks related to fossil fuel exposures at the G20 meeting in Bali. The global community
needs you as the leaders of the biggest economies of the world to provide the political
direction to regulators, supervisors and policymakers to take precautionary action before it is
too late.

Thank you for your consideration. Please do not hesitate to get in contact should you wish to
discuss this further.

Kind regards,

[Names and logos of co-signing organisations & individuals]
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5 Financial Stability in a Planetary Emergency, Climate Safe Lending Network, April 202. See also
Call to action to ensure transition to net zero and nature positive economy, coordinated by WWF,
September 2022.

4 A ‘silver bullet’ against Green Swans, Finance Watch, November 2021
3 G20 Sustainable Finance Roadmap
2 G20 Rome Leaders’ Declaration, October 2021
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