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PHASE 2 OF THE RESERVE BANK ACT REVIEW: SAFEGUARDING THE 

FUTURE OF OUR FINANCIAL SYSTEM 

Submission by Sarah Mead 

BA/LLB(hons), LL.M (Public International Law)  

 

Summary: This submission recommends that the Reserve Bank of New Zealand Act 

1989 be amended to require the Reserve Bank to take into account the impact of 

climate change in discharging its responsibility to promote “the maintenance of a 

sound and efficient financial system”.1 The consequences of climate change will 

significantly impact on New Zealand’s economy and financial system, as recognised 

in the Reserve Bank’s Climate Change Strategy (2018). The Reserve Bank should 

therefore be required by its governing legislation to consider climate change in 

exercising its legislative function.  

 

*** 

This submission relates to the first issue of Phase 2 of the Review regarding the objectives of 

the Reserve Bank of New Zealand (the Bank). It is aimed at bringing to the attention of the 

Review Team the latest findings relating to climate change, with a focus on those most 

pertinent to the role of the Bank. This submission is made in my personal capacity, though I 

have also assisted with the submission made by Transparency International New Zealand—of 

which I am a member. I have a background in public law, however I recently completed an 

LL.M in Public International Law specialising in international environmental law. 

The Intergovernmental Panel on Climate Change (IPCC) is an intergovernmental body of the 

United Nations. It produces reports that contribute to the work of the United Nations 

Framework Convention on Climate Change. The IPCC’s Fifth Assessment Report (2014) 

notes that:2 

Climate change will amplify existing risks and create new risks for natural and human 

systems… Increasing magnitudes of warming increase the likelihood of severe, pervasive 

and irreversible impacts for people, species and ecosystems.  

                                                 
1 Reserve Bank Act of New Zealand 1989, s 1A. 
2 IPCC, Climate Change 2014: Synthesis Report (2014) Contribution of Working Groups I, II and III to the Fifth 

Assessment Report of the Intergovernmental Panel on Climate Change [Core Writing Team, Pachauri RK and 

Meyer LA (eds)] (AR5 Synthesis Report) (emphasis added), 13. 



The Special Report of the IPCC on Global Warming of 1.5°C stipulates that human 

activities are estimated to have already caused approximately 1.0°C of global warming above 

pre-industrial levels.3 It notes:4 

Temperature rise to date has already resulted in profound alterations to human and natural systems, 

including increases in droughts, floods, and some other types of extreme weather; sea level rise; and 

biodiversity loss – these changes are causing unprecedented risks to vulnerable persons and 

populations. 

At the current rate, the Report projects that global average warming “is likely to reach 1.5°C 

between 2030 and 2052”.  The likely effects of warming of 1.5°C above pre-industrial levels 

include more prevalent weather extremes, changes in rainfall and sea-level rise. These risks are 

higher for global warming of 2°C.  

Global greenhouse gas (GHG) emissions must be reduced in order to minimise the risks 

associated with dangerous climate change. However, the latest scientific information—coupled 

with information regarding countries’ Nationally Determined Contributions (NDCs) under the 

Paris Agreement—indicate that the world is not on track to achieve the necessary reductions. 

The latest projections point to global warming of around 3.2°C by 2100. 

The latest UN Environment Emissions Gap Report provides information regarding the gap 

between what is needed to keep warming below 2°C and 1.5°C, and what is likely based on 

current commitments.5  The Report states:6  

Current commitments expressed in the NDCs are inadequate to bridge the emissions gap in 

2030. Technically, it is still possible to bridge the gap to ensure global warming stays well below 

2°C and 1.5°C, but if NDC ambitions are not increased before 2030, exceeding the 1.5°C goal 

can no longer be avoided. Now more than ever, unprecedented and urgent action is required by all 

nations. The assessment of actions by the G20 countries indicates that this is yet to happen; in fact, 

global CO2 emissions increased in 2017 after three years of stagnation. 

The Report therefore points to the increasing likelihood that the world fails to take sufficient 

action to avoid dangerous climate change.  

This is important information for central banks around the world. Benoît Cœuré, Member of 

the Executive Board of the European Central Bank, recently noted in a speech “that the horizon 

at which climate change impacts the economy has shortened … climate change is likely to 

                                                 
3 IPCC SR1.5, Global warming of 1.5°C. An IPCC Special Report on the impacts of global warming of 1.5°C 

above pre-industrial levels and related global greenhouse gas emission pathways, in the context of 

strengthening the global response to the threat of climate change, sustainable development, and efforts to 

eradicate poverty (2018). 
4 IPCC SR1.5, Global warming of 1.5°C. An IPCC Special Report on the impacts of global warming of 1.5°C 

above pre-industrial levels and related global greenhouse gas emission pathways, in the context of 

strengthening the global response to the threat of climate change, sustainable development, and efforts to 

eradicate poverty (2018), 53. 
5 United Nations Environment Programme, Emissions Gap Report 2018 (November 2018). The Report is 

prepared by an international team of leading scientists, assessing all available information. 
6 United Nations Environment Programme, Emissions Gap Report 2018 (November 2018), xiv (emphasis 

added). 



affect monetary policy one way or the other – whether it is left unchecked or humankind rises 

to the climate change challenge.”7  

To limit global warming to 1.5°C, global GHG emissions must halve by around 2030 against 

pre-industrial levels. To limit global warming to even the upper temperature limit of 2°C 

requires reductions of GHG emissions of around a quarter. If either target is to be achieved, 

economies around the world must radically transform. This transition will have wide-reaching 

impacts on the economy, in particular on businesses that are reliant—directly or indirectly—

on fossil fuels. Conversely, a failure to make this transition (which is looking increasingly 

likely) will have profound impacts on the economy and society in general, with both private 

and public property losses and a decrease in productivity. The specific risks for central banks 

are detailed in the First Progress Report of the Network for Greening the Financial System 

(October 2018).8 

It is therefore clear that climate change presents significant risks to New Zealand’s economy 

and financial system. These risks must be taken into account by central banks. The Bank has 

recognised that it “has a strong interest in climate change, as understanding, quantifying and 

managing major risks is critical to many of its core functions”.9 Accordingly, the Bank has 

created a Climate Change Strategy. This is very much welcomed. However, in order to ensure 

that the Bank continues to properly take into account the impacts of climate change in 

exercising its functions, it is essential that its governing legislation be amended to specifically 

require this.  

If you have any questions regarding this submission, please do not hesitate to contact me. 

 

Sarah Mead 

 

  

 

 

 

                                                 
7 Benoît Cœuré, ‘Monetary Policy and Climate Change’ (8 November 2018) 

https://www.ecb.europa.eu/press/key/date/2018/html/ecb.sp181108.en.html.  
8 https://www.banque-france.fr/sites/default/files/media/2018/10/11/818366-ngfs-first-progress-report-

20181011.pdf. 
9 https://www.rbnz.govt.nz/financial-stability/climate-change.  

[1]

https://www.ecb.europa.eu/press/key/date/2018/html/ecb.sp181108.en.html
https://www.rbnz.govt.nz/financial-stability/climate-change
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