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V20 Climate Prosperity Recovery Agenda 

A V20 Climate Prosperity Recovery Agenda could establish a program of 
work involving partners to ensure systematic consideration of climate risk 
and, in parallel, explore special financial support options for climate 
frontline economies, including capacity development and crisis 
assistance, among other items. 

Mainstream Systematic and Transparent  
Assessment of Climate-related Financial Risks in  
all IMF Operations 

The IMF should mainstream a transparent assessment of climate-related 
financial risks in its operations. As the availability and sophistication of 
science-based climate financial risk metrics and methods such as climate 
stress-testing and climate-financial pricing models increase, the IMF has a 
solid ground for starting its assessment of climate-related financial risks, in 
order to better anchor and inform its policy work. Given the role of the 
financial sector in the economy and society, the assessment of climate-
related financial risks and opportunities should be implemented in a 
transparent and independent way. 
 



 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

Consistent, Systematic, and Universal Appraisal  
and Treatment of Physical Climate Risks and  
Transition Risks for All Countries in Article IV  
Consultations and Financial Sector Assessment  
Programs 

By including a mandatory section on climate risks in its Article IV 
consultations with all member countries, the IMF can mainstream the 
assessment of climate risks in countries’ financial stability analyses. A 
consistent, systematic, and universal treatment of climate risks in Article IV 
consultations will facilitate better management and mitigation of 
macrofinancial risks through governments and enhance the recognition of 
such risks by the financial sector. 
 
The IMF could also introduce a mandatory section on climate-related 
financial risks to the Financial Sector Assessment Programs it conducts 
jointly with the World Bank. Importantly, the IMF should recognize the unique 
susceptibilities of climate vulnerable countries, stemming from both 
physical and transition risks, and support their financial and monetary 
authorities in developing capacities to better assess and respond to climate 
risks, e.g. via climate stress-testing to inform the design of prudential 
policies, when needed. 
 
A better analysis of climate-related macrofinancial risks will not only enable 
better micro- and macroprudential policies to safeguard macrofinancial 
stability, it should also lead to better pricing of these risks by financial 
markets, which will contribute to overcoming barriers to scaling-up 
sustainable investment.  
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Advance Disclosure of Climate-related Financial  
Risks and Promoting Sustainable Finance and  
Investment Practices 

Aligning financial markets with sustainable development and the Paris 
climate goals will be crucial for enhancing resilience of climate vulnerable 
countries. The IMF’s 2020 Global Financial Stability Report highlights the way 
investors and equity markets have long ignored the growing risk of financial 
losses associated with climate risk. The IMF could use its unique role in 
international finance to promote the disclosure of climate-related financial 
risks and the development of sustainable finance and investment practices. 
Well-developed financial markets that account for sustainability risks 
facilitate climate-friendly private sector investment. 

Explore synergies between Fiscal and Monetary  
Policies 

The IMF could explore synergies between fiscal and monetary policies as 
well as macroprudential regulations to identify an optimal policy mix that 
would enhance finance for development oriented towards just transition 
outcomes while improving economic competitiveness and ensuring 
macrofinancial stability. In this regard, closer collaboration between financial 
institutions acting on climate finance, including development finance 
institutions, central banks and financial regulators, would be crucial. By 
considering the materiality of forward-looking climate risks in the design of 
fiscal and financial policies, the IMF could support its membership in general, 
and climate vulnerable countries in particular, in building resilience to such 
risks while scaling up investments needed to achieve climate targets. Not 
doing so could lead to a disorderly transition leading to increasing liabilities 
and stranding risk for both public and private sector, generating adverse 
effects on financial stability and inequality. 
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Mainstream of Climate Risk Analysis in Public  
Financial Management and Supporting the  
Development of a Climate Disaster Risk  
Financing and Insurance Architecture 

Through policy advice and technical assistance, the IMF can support climate 
vulnerable countries in climate-proofing public finances. In particular, the 
IMF can encourage and provide advice to finance ministries on how to 
analyze the potential impacts of climate change on the medium- to long-term 
quality and sustainability of public finances and mainstream climate risk 
analysis in public financial management. Based on climate vulnerability 
assessments, the IMF can help finance ministries identify potential risks on 
the expenditure and revenue side. The IMF could also support V20 countries 
in incorporating fiscal buffers for climate-related risks in budget planning. In 
particular, it could help promote budgetary instruments for ex ante disaster 
financing, including contingency lines and disaster, reserve, or contingency 
savings funds.  
 
Since debt sustainability can be affected by a country’s ability to absorb 
shocks, it is important that governments of climate vulnerable countries are 
supported in developing contingency plans including options for securing 
pre-arranged and pre-agreed pricing of risk transfer instruments. The IMF 
could support the development of an international climate disaster risk 
financing and insurance architecture that addresses different layers of risks 
and provides vulnerable countries with instruments for climate and disaster 
financing. 
 
To enhance debt sustainability, the IMF could promote a discussion around 
adding natural disaster clauses to sovereign debt contracts and the use of 
instruments such as GDP-linked bonds. Moreover, the IMF could seek to 
enhance transparency of public debt contracts, and support governments in 
asserting that assumptions and terms or clauses of debt contracts are 
realistic and sustainable. 
 
By supporting climate vulnerable countries in strengthening public debt 
management, the IMF can contribute to enhanced debt sustainability and 
enable a better accounting for climate risks and investment opportunities 
that deliver high socio-economic and adaptation dividends in public budgets. 
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Support Climate Vulnerable Countries with Debt  
Sustainability Problems 

The IMF could play an important role in supporting climate vulnerable 
countries that are facing debt sustainability challenges or are already in debt 
distress. A “reform of the international debt architecture is urgently needed”. 
The IMF recently put forward reform options for the international architecture 
for resolving sovereign debt involving private-sector creditors. Together with 
the V20, the IMF could explore options for the treatment of climate debt, i.e. 
public debt that has been incurred as a direct result of climate disasters or 
necessary adaptation measures. This is particularly relevant for Small Island 
Developing States, where single events can have devastating effects on the 
economy and public finances. The joint World Bank-IMF Debt Sustainability 
Framework for Low-Income Countries could be enhanced by a mandatory 
analysis of the impact of climate-related risks on debt sustainability. Such 
assessment could also be rolled out to climate vulnerable middle-income 
countries. 
 

Develop the IMF Toolkit for Climate Emergency  
Financing 

The IMF can further develop its existing emergency financing facilities or 
generate options for a new climate emergency financing facility. This is 
particularly relevant for Small Island Developing States though options 
should be explored as well to include other climate vulnerable countries. 
 
One option is to raise access under the RCF/RFI, e.g., up to 400-500 percent 
of quota. Moreover, options should be explored to convert these facilities 
into grants, particularly for PRGT-eligible countries. A further option would be 
to establish an entirely new climate emergency facility. The IMF could 
consider linking a climate disaster facility to the issuance of SDRs, which 
would benefit only countries hit by climate disasters. 
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 Support the Design and Implementation of  
Carbon Pricing Mechanisms   

The second V20 Ministerial Dialogue in Washington, DC in April 2016 
reiterated strong support for innovative revenue generating fiscal and 
financial measures to raise finance, stimulate technological innovation and 
redirect investment toward climate resilient and low-emissions 
development. In this respect, the V20 committed to support carbon pricing 
by working to establish pricing regimes by 2026 taking due consideration of 
each country’s respective capabilities. 
 
Building on its work on its work in using fiscal tools to mitigate climate 
change the IMF could support V20 countries in strengthening their fiscal 
framework and revenue outcomes through the design and implementation 
of appropriate carbon pricing mechanisms. Carbon tax revenues could be 
redistributed to support low-income households or communities affected by 
the low carbon transition or that are hit particularly hard by the physical 
effects of climate change. 
 

The IMF could consider the possibility of allocating new SDRs as a way of 
providing vulnerable countries with enhanced liquidity. While a general SDR 
allocation would primarily benefit large economies, options could be 
explored where rich countries, whose historic carbon emissions are the main 
cause of anthropogenic climate change, make their SDRs available to a new 
multilateral swap facility or donate their SDRs to a trust fund at the IMF, 
which could use them in a way that benefits climate vulnerable countries. 
Another option would be to develop a mechanism where new SDRs are 
issued exclusively to climate vulnerable countries. Such an SDR issuance 
could be linked to exogenous shocks such as climate-induced disasters, 
eliminating problems with moral hazard. As climate vulnerable countries that 
have hardly contributed to global climate change suffer the biggest impacts, 
SDR issuances for climate vulnerable countries could be a way of enhancing 
resilience and global climate justice at the same time. 

Explore Options to Use SDRs to Support Climate  
Vulnerable Countries 
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Institutionalize Collaboration between the Fund  
and the V20 

The current governance structure of multilateral development institutions, 
including the IMF, provides, for the most part, relatively little influence to 
vulnerable developing countries. This poor representation means that when 
agendas are set and decisions are made, vulnerable developing countries do 
not have the same voice as large countries or groups such as the G7 and 
G20. This matters not just in terms of securing robust country ownership of 
global financial responses but also in terms of establishing measures more 
responsive to distinct national circumstances. 
 
The V20 has the ability to coordinate the position of vulnerable developing 
countries including small island developing states and nations that typically 
lack representation on monetary and development issues in the 
deliberations and decisions of the Bretton Woods Institutions. In particular, 
the V20 can feed into the agendas of the International Monetary and 
Financial Committee and the joint World Bank-IMF Development Committee, 
as well as in other relevant fora. 
 
To provide a platform to climate vulnerable developing countries to articulate 
their views and interests, the IMF should recognize the V20 as an official 
stakeholder and hold regular consultations with the V20. Joint agendas are 
critical in order to develop a joint understanding and solutions to the 
problems created by climate change. Since October 2015, the V20 finance 
ministers have met biannually with the World Bank at the Annual and Spring 
Meetings of the IMF and the World Bank Group. The IMF could join the World 
Bank in holding regular, bi-annual meetings with the V20. A continuous 
exchange between the IMF and the V20 would provide the opportunity to 
develop and implement a joint action agenda. 
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