RBI's GREEN CHALLENGE
Central bank needs to be cognisant oftherisks from climate change
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The RBI's consultation paper shows
bank's inclination to address risks from climate change. It indicates that regulatoryy
changes are in the offing yet their direction
remains unknown. Moreover, it leaves to the

imagination if climate change will be a key
consideration for monetary policy. A point
that needs due consideration is that a full assessmentof macro-risks from disinvestment

from fossil fuel-based assets requires a clear
identification of the horizon for phasing
down fossil fuels across sectors. While these
are not in the remit of the RBI, it is a precondition for comparability of risk assessment
carried out by financial institutions thus
forming the basis for regulation. The release
of the paper is therefore only the
beginning
and requires an overall net zero plan for the
disclosures to be used objectively.
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