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Introduction & Motivation (I)

• Climate change has become a significant threat to both the
financial system and the real economy.

• The Paris Agreement (PA), adopted by 195 states on December
12, 2015 establishes the framework for the coordinated actions
of the Parties, with the objective of transitioning to a net-zero
economy by 2050.

• A major concern in the direction of green and sustainable
development is the path in adopting policies aimed at addressing
climate change, which is heterogeneous across countries.
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Introduction & Motivation (II)

• Central banks increasingly communicate about climate risks.

• Climate change is now recognized as a financial-stability concern.

• Communication shapes expectations, affects markets, and may
influence bank behavior.

• Yet, the effects of green communication on bank risk remain
underexplored.
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Introduction & Motivation (III)

• Literature shows climate risks amplify systemic vulnerabilities.

• Climate communication may reduce uncertainty or amplify
transition-risk perceptions.

• The direction of the effect is ambiguous a priori.

• Our study quantifies this impact using new measures of climate-
related communication.
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Literature Review (I)

• Climate risks and financial stability:

– Physical, transition, litigation risk (Carney 2015).

– Impact on systemic risk (Battiston et al., 2017; Roncoroni et al., 2021).

• Central bank communication:

– Forward guidance, transparency, expectation management (Montes and
Scarpari, 2015; Casiraghi and Pio Perez, 2022).

– Limited evidence on climate-specific communication.
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Literature Review (II)

• Climate communication channels (see Blinder et al., 2008; and de
Bandt et al., 2025 for surveys):
– Information → reduces uncertainty.

– Warning → signals stricter regulation.

– Expectations → affects asset valuations, especially carbon-intensive
sectors.

• Potential risk amplifiers:
– Market repricing.

– Investor sentiment.

– Funding-cost volatility.
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Research questions

• Does climate-related communication by central banks affect bank
risk?

• Does the effect differ by:
– Bank characteristics?

– Country climate vulnerability?

– Commitment to global climate policies (e.g., Paris Agreement)?

• Are results robust across alternative risk measures?
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Contribution

• Use a novel indicator of Climate-Related Communication (CRC)
by central banks.

• Link Climate-Related Communication to bank-level risk
measures.

• Examine moderating factors: country climate vulnerability,
institutional quality, bank ESG performance.

• Provide international evidence across advanced and emerging
economies.
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Data

• 458 banks (listed, with market data) from 47 countries (advanced
+ EMDEs).

• Period: 2000–2019.

• Sources: LSEG, BIS, NGFS, IMF, central-bank speeches, Campiglio
et al. (2025).
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Bank risk measures

• Two widely used market-based measures are employed to
capture bank risk-taking: systematic risk and systemic risk.

• Systematic risk
– is quantified through Beta and shows the relationship between a bank's

equity price volatility and that of the local stock market index.

• Systemic risk
– we use ΔCoVaR of Adrian and Brunnermeier (2016), which measures a

bank's contribution to overall system-wide distress and its
interconnectedness with the financial system.
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Climate-related central bank communication
indicator

• In order to measure central banks’ “green talk”, we rely on the
database compiled by Campiglio et al. (2025).
– It augments the Bank for International Settlements (BIS) repository and

offers broader geographic and temporal coverage.

– Based on text-mining central-bank speeches.

– Use of a climate dictionary (environment, carbon, mitigation, transition,
resilience, etc.).

– Climate Salience = % climate-related expressions per speech× 100.

– Aggregated at bank-year or country-year level.
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Identification strategy (I)

• The estimated model is structured as follows:

𝑅𝑖𝑠𝑘𝑖𝑗,𝑡
= 𝛽0 + 𝛽1 × 𝐶𝑙𝑖𝑚𝑎𝑡𝑒 𝑆𝑎𝑙𝑖𝑒𝑛𝑐𝑒𝑗,𝑡 + 𝛽2 × 𝜓𝑖,𝑡 + 𝛽3 × 𝜒𝑗,𝑡 + 𝛾𝑖 + 𝛿𝑗 + 𝜂𝑡
+ 𝜀𝑖𝑗,𝑡

– 𝑅𝑖𝑠𝑘𝑖𝑗,𝑡 denotes the two indicators of bank risk described above for bank i from
country j in year t, i.e., Beta and ΔCoVaR.

– 𝐶𝑙𝑖𝑚𝑎𝑡𝑒 𝑆𝑎𝑙𝑖𝑒𝑛𝑐𝑒𝑗,𝑡 is the measure of the relative importance of climate-
related issues in each central bank’s speech.

– 𝜓𝑖,𝑡 is a vector of fundamental bank characteristics associated with risk in the
literature, i.e., size, capitalization, lending, funding structure, income
diversification and profitability.

– 𝜒𝑗,𝑡 is a vector of bank and banking system and macroeconomic controls (bank
concentration, financial development, real gross domestic product (GDP) growth
and inflation).

– 𝛾𝑖, 𝛿𝑗 and 𝜂𝑡 are bank, country and year fixed effects, respectively, and 𝜀𝑖𝑗,𝑡 is
the idiosyncratic error term.
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Methodology (II)

• In addition, we investigate how different macroeconomic and
institutional factors affect the relationship between central banks’ green
talk and bank risk-taking behavior in the following specification:

𝑅𝑖𝑠𝑘𝑖𝑗,𝑡 = 𝛽0 + 𝛽1 × 𝐶𝑙𝑖𝑚𝑎𝑡𝑒 𝑆𝑎𝑙𝑖𝑒𝑛𝑐𝑒𝑗,𝑡 + 𝛽2 × 𝑍𝑗,𝑡 + 𝛽3 × 𝐶𝑙𝑖𝑚𝑎𝑡𝑒 𝑆𝑎𝑙𝑖𝑒𝑛𝑐𝑒𝑗,𝑡 × 𝑍𝑗,𝑡 +

𝛽4 × 𝜓𝑖,𝑡 + 𝛽5 × 𝜒𝑗,𝑡 + 𝛾𝑖 + 𝛿𝑗 + 𝜂𝑡 + 𝜀𝑖𝑗,𝑡

• where 𝑍𝑗,𝑡 is the vector of selected variables: country’s adaptation capacity to 

climate events, central bank independence and transparency, and climate-related 
financial policies.
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Descriptive statistics
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Empirical results (I)

Main finding:

• as the relative importance of green 
central bank communication 
increases, the systematic and 
systemic risks of banks tend to 
diminish.

• these results remain consistent and 
are robust even after adding bank-
level and macroeconomic controls. 

Economically meaningful: 

• one-standard-deviation increase in 
Climate Salience is associated with a 
11.02% decrease in systematic risk. 

• a one-standard-deviation increase in 
green central bank talk leads to a 
2.09% reduction in banks' systemic 
distress.
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Robustness tests (I)
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Robustness tests (II)
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Robustness tests (III)
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Robustness tests (IV)
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Robustness tests (V)
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Further analysis (I)
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Further analysis (II)
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Further analysis (III)
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Conclusions (I)

• This paper examines the correlation between central banks' climate talk
and banks’ risk-taking behavior.

• Using a sample of 437 publicly listed banks from 43 countries from 2000 to
2019, we demonstrate that an increased proportion of climate-related
discourse in central bank communications is positively correlated with a
reduction in systematic and systemic risk for banking institutions.

• This phenomenon may be attributed to enhanced, transparent
communication by central banks, which has been shown to support
accountability and, consequently, independence.
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Conclusions (II)

• In addition, empirical evidence suggests that banks in countries with
stronger climate adaptation capabilities and stricter climate-related
financial policies benefit more from central banks addressing climate
issues.

• These findings carry critical policy implications within the broader context
of an escalating involvement of central banks in climate-related issues and
the consequent shaping of market participants' perception.
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Thank you!
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