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Indian banks found wanting on the climate change 

challenge and green transition 

• India’s banking 

sector has a crucial 

role to play in 

tackling climate 

change and aiding 

green transition but 

the latest report finds 

that major banks in 

the country are 

unprepared to deal 

with the climate 

change crisis. 

• The report by think 

tank Climate Risk Horizons (CRH) found that most Indian banks have not 

even begun to factor climate change into their business strategies. 

• The report said banking institutions need to disclose the levels of financing for 

the renewable energy sector. 

Financing Climate change: 

1. A new report says major Indian banks are “unprepared” to address climate 

change even though the country’s banking sector has a critical role to play in 

responding to the climate crisis by “managing the risks that climate change 

poses to their operations” and “financing the energy transition”. 

2. The report, Unprepared: India’s big banks score poorly on climate challenge 

released earlier this month by think tank Climate Risk Horizons (CRH), ranks 

the 34 biggest banks in the country (based on market capitalisation) and finds 

that barring a few, most Indian banks have not even begun to factor climate 

change into their business strategies even as the “rosiest projections indicate 

significant economic challenges for the Indian economy”. 

3. It highlighted that so far “there has been little information in the public domain 

to gauge the way the sector is preparing itself”. The report said Indian banks 

need to “build their capabilities to undertake scenario analyses that test their 
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resilience to climate-related changes, either due to physical risks caused by 

the climate crisis, or transition risks caused by economic changes in response 

to the climate crisis”. 

Level of preparedness: 

1. It highlighted that only seven Indian banks have policies that “exclude 

lending/services to entities credibly involved in deforestation, human rights 

violations, and biodiversity loss, etc.” and “only two banks have excluded new 

financing for coal mines and coal power plants”.  

2. The report, however, acknowledged that on the positive side, “27 banks have 

issued green loans/bonds/financing towards climate change 

mitigation/adaptation”. 

3. The CRH report observed that some international banks have taken a sector-

based decarbonisation approach in assessing their climate-related risks, “by 

using climate transition scenarios to cover oil and gas, power 

generation/utilities, transportation and metals and mining sectors.” 

Need for the future: 

1. The “main point is that the Indian financial system is so far lagging when it 

comes to adapting to the climate crisis” as a result of which “there is the risk 

of significant financial impacts to stakeholders (financial institutions, 

companies, investors and by extension the economy at large)”. 

2. And there is the other side of the coin, which is that the necessary transition 

to a low carbon economy will be delayed, again with both physical and 

financial impacts. 

3. Asked about the risk to the investments due to this, Fernandes said “any new 

fossil fuel investments going forward, especially coal, and in a short order new 

oil and gas as well, would pose a risk … but there are also other infrastructure 

projects that are at risk – example, coastal roads, large dams, developments in 

floodplains”. 

India needs to set a clear target for phasing out fossil fuel investments 

1. The CRH report notes that India has adopted aggressive targets for renewable 

energy, rooftop and agricultural solar, electrification of transport and green 
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hydrogen for the industry and thus meeting these targets will be essential to 

deliver India’s larger climate neutrality goals.  

2. Banking institutions need to disclose the levels of financing for these and other 

climate mitigation and adaptation sectors. 

3. The report stressed that setting clear target dates to phase out fossil fuel 

investments and exposure to high carbon sectors is key to “managing longer-

term financial impacts as the global economy decarbonises” because without 

a clear strategy in place “raising global capital will increasingly become more 

difficult (and probably more expensive)”. 

4. In fact, in the March 2022 bulletin, the Reserve Bank of India, while talking 

about the “Green Transition risks to Indian banks”, says that “transition to a 

net-zero carbon emission target will entail adjustment in the production 

processes of industries that are directly or indirectly exposed to excessive use 

of fossil fuel” and “concomitantly, due to the exposure of Indian banks to these 

industries, there can be spillover effects on them.” 

Way Forward: 

What the report talks about the transition is also in line with what a recent report 

by a committee of India’s parliament wanted when it suggested to the government 

of India to consider imposing a “Renewable Finance Obligation for banks and 

financial institutions” to ensure they invest a specific percentage of their 

investment in the renewable energy sector. 

 


