This is Third Generational Environmentalism’s (E3G) response to the Commodity Futures Trading Commission’s Climate-Related Market Risk Subcommittee’s request for public comment on the topics and issues being addressed by the Subcommittee, closing 14 May 2020.
The potentially systemic risks posed by climate change explain why it is in the interest of policymakers and market participants to ensure that climate-related risks are appropriately understood by all players. A significant concern is that the market may not move at the pace required to limit dangerous climate change and its impacts on the U.S. economy. In this context the rapid development of the dialogue within and between stakeholders in relation to the implications of climate change risk is very much to be welcomed. It is encouraging to see this agenda moving forward within the Commodity Futures Trading Commission.  
The Financial Stability Board (FSB)’s industry-led Taskforce on Climate-related Financial Disclosure recommendations promote best practice disclosure of financial and market risks related to climate change that support financial stability. The TCFD published its recommendations in June 2017, recognizing that climate change poses a systemic risk to the financial system and calling on all companies to improve their disclosure of financial risks arising from climate change in mainstream financial filings. The recommendations provide a voluntary framework to translate sustainability information into financial terms, with the aim of soliciting decision-useful and forward-looking data. The recommendations have been cited as an essential instrument to facilitate transparency in the financial markets and improve company-level decision making, by minimising physical and transition risks from climate change faced by businesses and investors1. 
This is particularly relevant for investors who are clearly seeking to have comparable, available information at scale: at the COP24 meeting in Katowice, Poland, a record 415 investors managing over US $32 trillion called on world governments to (among other actions) commit to improve climate-related financial reporting2. To implement the TCFD recommendations, issuers can use TCFD-aligned practical tools such as the CDSB Framework3 to elicit material climate-related financial information and embed it in the annual (Director’s or Strategic) report. The principles and requirements of the CDSB Framework are directly aligned with those of the TCFD. The annual CDP climate change questionnaire4 already used for disclosure purposes by many financial firms has also been fully aligned with the TCFD’s recommended disclosures and can serve as the process for collecting and structuring the content needed for disclosures. 
In order to achieve greater comparability, the TCFD’s eleven recommended disclosures and underlying principles would be the most useful, universally and internationally accepted framework for the disclosure of financial and market risks related to climate change. Implementing the TCFD recommendations can deliver the quality of climate-related financial information that will enhance and contribute to the assessment of climate-related financial and market risks. This could be supported through the following actions:  
· Given the utility and relevance of the TCFD recommendations to topics and issues being addressed by the Subcommittee we would expect to see prominent references to the TCFD recommendations throughout the report.  
· There must be a process for disclosers to trial different approaches to climate risk reporting without fear of reputational risk to identify how best to identify and disclose risks and scenarios. For example, in the United Kingdom, The Climate Financial Risk Forum5, was jointly set up in March 2019 by the Prudential Regulation Authority and Financial Conduct Authority to build capacity within the finance industry. This forum serves this purpose for the financial sector as a suitable, non-penalising arena for identifying reference scenarios with industry engagement and is an instance which could be replicated within the U.S. context. 
· A requirement for firms to report material climate risks and opportunities would be a valuable measure to improve integration of climate-related issues into financial decision making. It is increasingly accepted that mandatory disclosure should be implemented to strengthen and systematize the integration of climate-related risks6. As the potentially disruptive impacts of climate change on the financial system start to become more apparent this will support the disclosure of more complete data and better assist businesses and investors to improve their resilience. 
· Robust and rapid actions by federal financial regulators are required to address the systemic risk posed to the financial system. A public statement by MRAC setting out its approach to regulatory oversight of climate-related financial disclosures would act as a clear signal to industry and markets. This could help support investor demand for green investment opportunities. 
· This new requirement would be most effective if such disclosures were to be made through the vehicle of the mainstream report (e.g. the Annual Report, Prospectus, and/or other mandatory reporting documents), which is also consistent with that advocated by the TCFD. 
E3G is highly supportive of the MRAC Climate-Related Market Risk Subcommittee’s work and its goals for this report, and we thank the Subcommittee for the opportunity to comment. We will be happy tomake ourselves available to discuss any of the content in this submission. 
 

