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Strong macroeconomic
policies for climate and
nature-positive action

Climate change and biodiversity loss represent major threats to
long-term growth. The Swiss State Secretariat for Economic
Affairs (SECO) supports partner countries in designing sound
macroeconomic policies that account for climate risks, generate
revenues for the green transition and strengthen financial
resilience.

Background

Climate change and biodiversity loss impact the economy through multiple channels.
Extreme weather events can disrupt economic activity and destroy asset value. Gradual
changes in climate conditions may lead to revenue losses in some sectors, such as
agriculture. Over time, the energy transition will bring about new consumer preferences
and technological advances, which raises the risk of sharp financial losses for investors
and governments due to a sudden repricing of fossil fuel assets.

On the other hand, there are plenty of opportunities to be seized. Public investments in
the energy transition and disaster preparedness have the potential to ignite growth and
make economies more resilient. Cutting expensive and wasteful fossil fuel subsidies can
free up resources and increase efficiency. Similarly, taxes on emissions can both provide
revenue as well as incentivise behaviour change. Through a growing array of financial
instruments, countries can tap into climate finance funds and increase revenues.

Strong macroeconomic policies for growth, stability and resilience

Beyond Ministries of Environment, other state institutions such as Ministries of Finance,
central banks and financial supervisors are now increasingly taking an active role in
designing climate policies and accounting for climate risks. Nevertheless, they face
multiple challenges including limited in-house climate expertise, inadequate inter-
institutional coordination mechanisms, data gaps and inconsistent international
standards and methodologies. This limits their ability to meaningfully tackle climate
issues within their respective mandates.

SECO partners with those public authorities to improve their understanding of climate
impacts, strengthen their capacities to take action and support them in developing
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sound regulatory frameworks. The focus is put on the following areas through capacity
building, technical assistance and policy advice:

¢ Disaster financing: support countries in improving their financial resilience to
increasingly frequent and severe climate events through better preparedness, more
developed local insurance markets and stronger inter-institutional arrangements.

¢ Greening public finances: support Ministries of Finance to strengthen their
forecasting and analytical capacities, use carbon and green taxes, green public
investment management and procurement, monitor and manage climate-related
fiscal risks and manage green expenditures.

¢ Addressing climate-related financial risks: support central banks and financial
supervisors in monitoring systemic- and institution-specific risks in the financial
sector, understanding climate impacts for monetary policy and developing
frameworks for supervision.

¢ Accessing climate finance: support countries in establishing frameworks
conducive for green finance, developing local capital markets and experimenting
with innovative financial instruments in debt management.

Climate and nature: two sides of the same coin

Climate and nature are deeply interdependent systems that jointly underpin economic
stability, productivity and long-term resilience. Ignoring either can lead to misallocated
capital, systemic risks and lower returns. While SECO is still building up its footprint in
the area of biodiversity, it encourages partner countries to treat climate and nature
holistically, for instance by establishing principles-based regulatory frameworks and
exploring nature-based solutions.

Conclusion

Through SECO, Switzerland is committed to supporting partner countries in designing
macroeconomic policies that account for climate risks, boost revenues and strengthen
financial resilience. It recognizes the important role played by Ministries of Finance,
central banks and financial supervisors in steering climate action and addressing climate
risks. By placing climate at the heart of economic and financial governance, developing
countries can reap the rewards of the energy transition, become more resilient and best
adjust their development trajectories to a low-carbon world.
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Annex 1: Overview of SECO’s macroeconomic support for sound climate
policies

GENERAL

The Disaster Risk Financing and Insurance (DRFI) Program aims to strengthen the
financial resilience of partner countries against disaster, climate shocks and other events. It
supports beneficiaries in increasing access to pre-arranged financial resources, developing
national markets for risk finance and strengthening financial disbursement mechanisms
across sectors. It is a long-lasting partnership with the World Bank, which has enabled
multiple countries to improve their preparedness levels and get access to emergency funds
post-disaster.

The Climate Change Governance (CCG) Program supports central government
agencies in driving their countries’ climate change mitigation and adaptation efforts. The
program helps governments to put in place sound governance arrangements, design
ambitious long-term plans and strategies and improve inter-institutional coordination. The
program is also a leading provider of global public goods that distil best practices on how
to mainstream climate action at the of government institutions.

The World Bank's Sustainable Long-term Finance Facility (SFF) aims at building deep,
broad, and stable capital markets in selected countries, and developing policy as well as
institutional and regulatory frameworks supporting financing of strategic sectors (such as
infrastructure, housing, and enterprise development that are crucial to global prosperity
and to the world’s energy transition) through the capital markets. It supports the
development of enabling institutional and operational pre-conditions to establish a supply
of investable assets linked to climate change and sustainable development goals. In parallel
it helps develop the policy, regulatory and institutional conditions for institutional
investors’ engagement in these strategic areas of investment.

BILATERAL

SECO partners with NatureFinance (NF), a non-profit based in Geneva, to advance the
embedding of nature in the financial decision-making of priority countries. The
collaboration is centred around developing tools and methodologies to enable financial
actors to map their exposure to nature risks and opportunities, as well as exploring the
potential of innovative and nature-positive sovereign financing solutions.

Disaster Risk Financing
and Insurance Program,
Phase IlI

Implementing partner:
World Bank

Budget: 8'000'000 CHF
Active in multiple priority
countries

Climate Change
Governance Program,
Phase Il

Implementing partner:
World Bank

Budget: 4'650'000 CHF
Active in multiple priority
countries

Sustainable Long-term
Finance Facility (SFF)

Implementing partner:
World Bank

Budget: 25'850°000 CHF
Active in: Indonesia,
Colombia, Peru, Serbia,
South Africa, Vietnam,
Morocco and Egypt

Support to NatureFinance

Implementing partner:
NatureFinance

Budget: 2'000°000 CHF
Active in: Ghana, South
Africa, Columbia, Peru



