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EXTENDED ABSTRACT

The Gulf Cooperation Council (GCC) countries are among the world's largest producers and exporters of oil and gas. However, the GCC countries are also vulnerable to the impacts of climate change, including rising sea levels, extreme weather events, and water scarcity. The role of their central banks is crucial to the assurance of financial stability, as well as shaping the regulatory landscape of financial services. In this paper, we explore how central banks and financial regulators in the GCC can coordinate regulatory approaches to tackle climate risk, overcome sustainability challenges and ensure human security. The financial system faces very significant risks posed by climate change, as well as the transition to a low carbon economy. The need to achieve sustainable economic development in the GCC and its transition to a low-carbon economy requires strong policies and regulatory implementation to drive green and sustainable finance for the purpose of achieving public policy objectives effectively.
Central banks play vital roles in ensuring financial stability and in shaping the regulatory landscape of financial services. In light of their implicit or explicit responsibility for financial and macroeconomic stability, central banks should address climate-related and other environmental risks in a systematic way. In addition, by overseeing money, credit, and the financial system, central banks can ensure that financial institutions adequately price environmental and carbon risk. As part of their monetary and financial policy mandates, central banks should develop capacity, set regulatory frameworks, encourage green loans and products, and consider climate change.
It is possible for central banks to persuade the distribution of credit and investment of financial firms through a variety of powerful tools. The legal mandate of a central bank and its ability to rectify certain types of market failures that lead to green transformation determine whether it should utilize its powers and engage actively in greening the financial system and economy. 
For global climate targets to be met, the financial sector in the GCC must finance sustainable and green investments as well as limit funding for harmful activities. In the absence of regulations, banks and other financial institutions may allocate their resources to activities that are environmentally and socially harmful. In order to improve efficiency, government intervention is needed to improve environmental and social returns, which differ from private returns. It is imperative that GCC central banks play a role in developing policies and regulations to support decarbonization efforts, including carbon pricing mechanisms, renewable energy standards, and energy efficiency regulations. As such it is necessary for them to develop a sustainable finance toolkit that consists of a range of policy measures and tools that they can use to promote sustainability and address environmental and social risks within the financial system. These tools, both at the macro and micro-level, can help central banks to ensure that financial institutions take into account environmental and social factors when making lending and investment decisions, and can help to mitigate risks associated with climate change and other environmental challenges.
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