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Sources: [IASA NGFS Climate Scenarios Database, MAGICC model (with
REMIND emissions inputs). MAGICC provides a range of temperature
increase compared to the pre-industrial levels. The temperature paths
displayed here follow the 50™ percentile.
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(HPAT) NGFS Climate Scenarios for central banks and supervisors - Phase V, November 2024
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Sudden Wake-Up Call: A world of widespread climate unawareness
is challenged by a sudden change in policy preferences. Consumer and
investor preferences shift abruptly toward green® sectors. A sharp surge
in carbon prices triggers a supply shock. The transition occurs too
suddenly for markets to adapt, leading to a “Climate Minsky Moment” -
a wave of financial instability as asset values adjust abruptly.
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A technology-driven (and orderly) transition unfolds
gradually. Carbon tax revenues are reinvested into green® subsidies
and investments. While short-term energy prices rise, economic growth
from higher investments offsets these impacts. Consumers and investors
increasingly favour green sectors, while high-polluting sectors face rising
credit risks and capital costs.

Diverging Realities: Advanced economies (North America, Europe, Oceania
and part of Asia) pursue a net-zero transition in line with Highway to Paris.

The rest of the world is hit by a sequence of extreme weather events, with
effects that propagate globally via trade and financial linkages. Supply chain
disruptions in critical raw materials create spillover effects for advanced
economies and increase the cost of their transition to a low-carbon economy.
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Disasters and Policy Stagnation*: A sequence of region-specific
extreme weather events occurring in 2026 and 2027 result in capital
destruction, reduced productivity and production, and creates cascading
economic impacts. Trade and finandial linkages spread the negative
impacts across the world, amplifying financial and economic instability.

(HFT) NGFS Short-term Climate Scenarios for central banks and supervisors, May 2025
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