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Meeting introduction  

Dr Safdar Sohail, former Special Secretary Cabinet & Dean National School of Public Policy, the 

Government of Pakistan and the Executive Director Social Protection Resource Centre Islamabad 

organized a Zoom meeting between SPRC and SBP on the topic of green finance in Pakistan on 19th 

July 2023. The objective of the meeting was to understand the progress of the Pakistani banking 

system with regard to green finance, including climate and adaptation finance.  The meeting was 

attended by Dr Safdar Sohail and Dr Ajaz Ahmed from the SPRC and Mr Zark Khan and Ms Uzma 

Mansoor of SBP while Mr Abid Raza Khan and Dr Muhammad Hasan participated as SPRC external 

consultants.  

Meeting context  

Central banks all over the world, including those in developing countries, have positively responded 

to climate change and environmental degradation to ensure sustainable development and avoid 

damages from unfavourable climate changes which occurred in the recent past. Notwithstanding 

Pakistan is highly vulnerable to climate change and the international community has already realised 

this, unfortunately, the Pakistani financial system did not fathom the gravity and enormity of the 

problem of climate change beyond this being a risk factor. However, climate change is a 

multidisciplinary subject which is rooted in science but has serious implications for society and the 

economy.  

This means the relationship between climate change and financial systems cannot and should not be 

seen through risk and seeing climate merely as the source of risk is not only naïve and uneducated but 

a negligence. For example, financial institutions have a key role to play in price instability, food crisis, 

and inflation during climate change-driven natural disasters. Climate change affects the valuation of 

assets and investments in many ways. Similarly, certain investments such as those in the oil and gas 

industry induce climate change, while others such as green technologies, including renewable energy 

and electric vehicles are climate-friendly.  

A large part of the global financial system has aligned itself with climate change. This includes 

expansion in climate finance and a number of products and services (e.g. green bonds, climate 

insurance, and concessional loans for climate-friendly investments) and financial instruments to tackle 

climate change. Pakistan, on the other hand, has failed to provide small loans and micro-credit to 

vulnerable farmers who lose their livelihoods in addition to contributing to food insecurity. This clearly 
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shows that financial institutions have a greater responsibility and role to play in addressing the 

problem of climate change.  

However, in Pakistan, there seems to be a lack of a holistic and comprehensive understanding of the 

nature of the climate change problem and its implications for different socioeconomic and ecological 

systems. One factor behind the limited understanding of climate change as a multifaceted and serious 

problem is also a misunderstanding amongst Pakistani economic managers that tackling climate 

change means a compromise on economic growth and/or economic growth could be achieved 

without dealing with climate change. However, the world has walked passed that stage of arguing 

with climate critics. 

Pakistani financial system must align itself with the global financial systems where the roles and 

responsibilities of financial institutions have changed in the wake of climate change. Climate change 

should not only be seen as a risk factor by financial institutions but an avoidable force which is going 

to massively affect the economies and societies in future. One simple way to look at climate change 

would be from the financial and investment standpoint which could be divided into two parts: one, to 

invest in the environment and climate-friendly projects, i.e. green investment, and two, how to make 

sure that the investments which have already been done are climate-proof.  

Seemingly, this is all about risk, but it is much more than that indeed. This includes climate mitigation 

(reduction in CO2 emissions), climate adaptation (adjustment of socioeconomic and ecological 

systems with changing climate), climate proofing (in terms of reduction in and management of natural 

disasters), and climate-compatible investments (a development which is resilient to climatic changes). 

There is an urgent need to develop the capacity of the Pakistani financial system to prepare it to 

respond to climate change in a holistic and broader way. 

Key points/questions discussed in the meeting 

SPRC Questions/comments 

• Why climate Finance data is not really reflected in the Economic Survey? 

• Pakistan’s request for support from the GCF’s readiness and preparatory programme in Readiness 

area 3 “Direct Access Realized” is aimed in particular at 1) supporting potential national 

implementing entities for GCF accreditation, 2) cooperating with the State Bank of Pakistan to 

raise awareness on the GCF among commercial banks, identify potential implementing entities 

among the commercial banks and support them in the first steps towards GCF accreditation and 

in addressing the specific challenges of the financial sector in Pakistan with regard to the access 

to international climate finance. What is SBP doing in terms of the above? 
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• To date, only two entities are accredited with GCF from Pakistan i.e., JS Bank and NRSP and there 

are only 41 initiatives; all mixed over the past 6 years. In terms of projects, there are only 5 ongoing 

projects with a financing of $ 197 Million and 6 readiness projects with an allocation of $ 4.6 

million out of which 2.4 million is disbursed. On 9th July $ 35 Million have been disbursed to FAO 

to enhance the climate resilience of farmers in the Indus Basin. Why is Pakistan so slow in tapping 

into global climate finance opportunities? 

• In terms of domestic financing, how does the green financing initiative of SBP work? It appears 

that it is mainly nudging the project financing towards green projects in the energy sector. 

• When we say that SBP sensitizes the banks to become green themselves and adopt green 

standards in their lending, does SBP also restricts them not to fund projects which do not meet 

green standards e.g. coal plants without supercritical technologies? 

• Does SBP incentivise the banks in lending to green projects by lowering the interest rate? 

• What is the uptake? Is there a data bank of green projects funded by the Banks? 

• There is a need for a strategic approach, in the context of adaptation to climate change, to involve 

the financial sector in the transformation process both towards low-carbon and resource-efficient 

economies. In other words, resource use efficiency is the second leg along with the low carbon. 

As we are particularly interested in the financing for green industrialization, are there sectoral 

green standards for the efficient use of resources? For textiles, the buyers are asking Pakistani 

textiles to have 15 % of yarn coming from recycling. How could SBP help in its financing? 

• What is happening in terms of green bonds and why has the climate finance guarantee company 

not been established to date? 

• Are there any climate finance instruments and products such as climate insurance and micro-

credit for climate-vulnerable farming communities 

SPB responses/comments  

• Pakistani financial institutions have incorporated climate change risk into their business and there 

are protocols in place and the banking sector takes care of the risk of climate change. 

• However, we at the SBP could not work on climate change beyond incorporating the risk as there 

is a lot of work on this front which has yet to take place.  

• As a central bank, we have started this journey quite late, but it’s a new area for our banking 

industry. We have the challenge of capacity as it is cross-cutting theme. We have arranged 

multiple workshops on this.  
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• We have green banking guidelines to mitigate the impact on business and financial stability. So 

climate risk is a priority. But we will touch on other sectors. We are already incentivising energy 

initiatives. 

• We want to develop the green taxonomy. This will help assess projects against climate, 

sustainability, and green criteria. However, green projects are not defined properly and we are 

waiting for taxonomy.  

• We have gathered qualitative data on its role with regard to climate change and that is being used 

internally, but it is hoped that in future SPB will work on climate change more broadly.  

• As for the data, it is qualitative but soon will establish protocols and guidelines in SBP to gather 

the quantitative data.  

• We will adopt a more holistic approach regarding climate change, but so far the progress is limited 

and the work on this front is at a preliminary stage.  

• We is happy to share the data for research purpose and ask you to send a request and it will be 

processed.  

• We are keen to work on climate change and will engage with the key stakeholders and experts in 

the field, including the SPRC, to improve its understating of the role of central banks in particular 

and financial institutions in general in dealing with climate change.  

SPRC’s work and role 

The SPRC is conducting research in inclusive and green growth including greening of manufacturing, 

agriculture, and transport sectors. The SPRC also has been asked by the Secretary Ministry of Climate 

Change to help the Ministry revisit its strategy to effect a 15 % reduction in GHG by 2030, which 

Pakistan has committed to undertake without waiting for external resources. The SPRC offers a pro-

bono knowledge partnership to the SBP to formulate Climate Finance/Green Finance policies and 

regulations while working with the other policymakers, industry and the policy community. We are 

sure that the SPRC would be able to add value to SBP's work.  


