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May 14, 2020
The Honorable Heath P. Tarbert
Chairman
Commodity Futures Trading Commission
1155 21% Street NW

Washington, DC 20581
Dear Chairman Tarbert:

I write in regards to the Commodity Futures Trading Commission’s (CFTC) invitation for
public comment on issues being addressed by the Climate-Related Market Risk Subcommittee
(Subcommittee) of the Market Risk Advisory Committee.! The Subcommittee was established to
“identify and examine climate change-related financial and market risks, including for
derivatives markets,”? and the report will include “policy recommendations on oversight,
including disclosures and stress testing against climate events, as well as ideas for new products
for hedging against climate risk.”® While public health officials combat the ongoing coronavirus
disease 2019 (COVID-19) pandemic and the federal government addresses the associated
economic collapse, we cannot afford to lose sight of climate-related threats to our health and
economic well-being. To address these threats, the Subcommittee’s recommendations must
include strong requirements for regulations to incorporate climate risks, such as loss of value of
existing fossil fuel investments.

The climate crisis will have significant economic impacts,* but “U.S. regulators have
been slow to respond to the threats that a warming planet can pose to financial assets.”® The
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Market Risk Advisory Committee advises the CFTC on ““systemic issues that threaten the
stability of the derivatives markets and other financial markets, and makes recommendations on
how to improve market structure and mitigate risk,”® and it is critical that the Subcommittee
recommends robust climate disclosure, reporting, and stress test requirements.

Recent studies estimate that climate change may cause “permanent damage that would far
eclipse the scale of the 2007-2008 financial crisis.”” A 2018 report by 13 federal agencies also
found that without significant climate action, as much as ten percent of the American economy
may be wiped out by 2100.8 Additionally, a separate report argued climate change may lead to
tens of trillions of dollars in global damages and will “universally hurt worker health and
productivity.”® Meanwhile, the Trump administration has exacerbated the climate crisis by
weakening safeguards on air pollution, emissions, fossil fuel extraction, and more.® According
to government data, these changes may cause thousands of more premature deaths across the
country.!! The dangers from climate change, however, continue to grow.

For these reasons, I introduced The Climate Risk Disclosure Act of 2019 as a climate
disclosure regime for the Securities and Exchange Commission to require public companies to
disclose climate-related risks so investors can accurately assess threats.!? It requires rigorous
disclosures of critical information about climate-related risks, including greenhouse gas
emissions and financing; fossil fuel assets; effects of companies’ valuations under various
climate scenarios; and climate risk management strategies.®
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| am also an original cosponsor of the Climate Change Financial Risk Act of 2019,
which would create climate risk stress tests for the nation’s largest financial institutions.® It
would require three stress test scenarios: one assuming 1.5 degrees Celsius of warming above
pre-industrial levels, one assuming 2 degrees of warming, and one assuming “business-as-usual.”
These tests will quantify risks on economic conditions and require institutions to define how they
will adapt practices to limit climate impacts. The Federal Reserve Board would have the
authority to restrict financial firms’ capital distributions if they did not adequately integrate
climate risk into risk management, internal controls, governance, and capital planning processes.

These bills provide outlines for the Subcommittee, especially given the Subcommittee’s
role to identify “challenges or impediments to evaluating and managing climate-related financial
and market risks” and “how market participants can improve integration of climate related
scenario analysis, stress testing, governance initiatives, and disclosures into financial and market
risk assessments and reporting.”*® The Climate Risk Disclosure Act of 2019 and the Climate
Change Financial Risk Act of 2019 ultimately provide a useful framework for the CFTC and the
Subcommittee must adapt similar principles as the policies in these bills in its recommendations.

Thank you for your consideration of this important matter.
Sincerely,
Elizabet Warren
United States Senator
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