US regulators plan downgrade of climate risk task force amid global backlash
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US Regulators Propose Downgrading Climate Risk Task Force, Sparking Concerns Over Global Standards
As debates surrounding climate change intensify, US regulators have initiated a proposal that would significantly downgrade the position of a high-level task force created to safeguard the financial system against climate risks. Established by the Basel Committee on Banking Supervision in 2020, this task force has been pivotal in advancing global standards and frameworks for addressing the financial implications of climate change. The proposed change reflects a troubling trend in US policy, particularly since Donald Trump's presidency, which has seen a marked retreat from environmental commitments.
According to multiple reports from insiders, top officials at various US financial regulatory bodies—including the Federal Reserve, the New York Federal Reserve, the Office of the Comptroller of the Currency, and the Federal Deposit Insurance Corporation—are advocating for this task force to be reclassified as a working group. This move is set to be discussed at an upcoming meeting of central bank governors and financial supervisors, raising alarm among environmental advocates and regulators in Europe, who are staunchly in favour of maintaining a robust structure for addressing climate-related financial risks.
The ramifications of such a downgrade could be far-reaching. Observers warn that diminishing the task force's role may convey to global markets that climate risks no longer warrant serious consideration in the realm of financial stability. Benoît Lallemand, secretary-general of the lobby group Finance Watch, described this potential decision as “the wrong move at the worst possible time,” citing the increasing frequency of extreme weather events and their impact on credit losses and asset values. The disbandment of this initiative would send an "absurd signal" that contradicts the pressing need for comprehensive climate risk management in finance.
Central bankers from Europe are expected to defend the task force's continuity. The European Central Bank and the Bank of England have recently urged supervised banks to intensify their efforts to manage climate risks. The ongoing tenure of this climate-focused task force has been significant; it has produced vital reports designed to help banks disclose climate risks effectively and establish principles for mitigating the threats posed by climate change.
Tensions surrounding climate policies are not new to US regulatory frameworks. Since Trump's administration, there has been a noted withdrawal from international climate agreements, including the departure from the Paris Agreement, which has been described by various environmental organisations as “devastating.” This retreat raises questions about the United States' long-term commitment to climate leadership and its role in international climate negotiations, particularly regarding financial contributions that developing nations rely on for climate adaptation efforts.
Further complicating matters, Federal Reserve Chair Jay Powell distanced the organisation from a more expansive role in tackling climate change, insisting that its responsibilities are narrowly defined. During a recent press interaction, he asserted that diverging into broader mandates could undermine the Fed's independence. This sentiment echoes the stance taken by some US banks, who have expressed apprehension about stringent banking capital requirements that emerged from international consensus at the Basel committee.
The consequences of these developments may reach far beyond regulatory circles, potentially undermining trust in the integrity of the Basel Committee as a standard-setter in the global financial system. With the climate crisis escalating, many argue that now is the time to bolster—not dilute—regulatory frameworks aimed at addressing financial risks associated with climate change. Such a shift would not only reflect a commitment to global standards but also send a powerful message regarding the importance of sustainability in financial practices.
With voices from various sectors rallying for more robust climate action within financial regulation, the outcome of the upcoming discussions could set a precedent that either strengthens or weakens global efforts to mitigate climate-related financial risks. The stakes are undeniably high, and the eyes of the international community will be keenly observing the US regulators’ next steps.
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