MAIN FINDINGS

Recognizing the climate change threat and following growing demand from

the membership, the IMF launched a new approach to its climate-related work
in 2021-22. Building on previous work, the Fund moved from an ad hoc to a

more systematic approach, incorporating climate-related considerations first into
surveillance and CD, with the approval of the Strategy, and shortly after, into its
lending framework, with the establishment of the RST. The new approach is rooted
in the Fund’s mandate. For surveillance, it is structured around the concept of
macrocriticality and the need to ensure the effective operation of the IMS. The RST is
designed to help members address prospective BOP risks from long-term structural
challenges. Climate-related CD is provided based on members’ demand and when
consistent with the Fund’s purposes.

The IMF’s climate-related work has brought high value added to many of its
members and the GCA. Member countries appreciated contributions across
surveillance, lending, CD, analytical work, and advocacy activities. This work was
highly demanded and considered to provide significant value added, achieve traction,
and improve the understanding of climate-related policies and issues. Among
country groups, value added was highest for LICs, who especially appreciated the
Fund’s RSF and TA, as well as its work on analytical tools and models, data, and
climate advocacy. Among advanced economies, flagship reports, research, and
analytical tools and models were the most appreciated, while emerging economies
added Article IVs and SIPs to the most appreciated activities (see Annex 7). In
addition, the Fund contributed holistically to the GCA, staying within its mandate
and playing a unique role at the intersection of climate change and its members’
macroeconomic and financial frameworks. There remains potential for further
Fund contributions by exploiting the Fund’s institutional comparative advantages,
including its near universal reach, technical and analytical capacity, convening
power, and central position in the global financial safety net.

The climate approach was implemented broadly as intended, albeit with a
learning curve. Early implementation under the Augmentation was associated with
overspending, which moderated toward the end of the period. These developments
reflected higher-than-anticipated workloads linked to the rollout of the approach
itself, combined with strong demand for RSF arrangements, CD, surveillance, and
analytical outputs. Weak coordination in the initial phase, which allowed initiatives
to proliferate, and insufficient monitoring mechanisms, as noted by the IEO

(2024), compounded these pressures. While some resource reallocation occurred,
particularly in departments most involved in RSF and RST activities and during the
early years, there was no significant crowding out overall and climate-related work
did not have a meaningful impact on the quality of the Fund’s operations. Control
and coordination mechanisms improved over time and operated more effectively
toward the end of the evaluation period.
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The launch of the new climate approach would have
benefited from greater strategic clarity. The decision
on the Strategy left several implementation issues to be
addressed by staff and management. In practice, the
subsequent Augmentation effectively scaled back the
resources and targets originally envisaged. In addition,
internal and external communications surrounding the
launch lacked clarity. While messaging appropriately
emphasized urgency and ambition, it was insufficiently
nuanced regarding the Fund’s specific role, scope, and
modalities of engagement. This contributed to high
expectations, both within and outside the Fund, and
reinforced perceptions that the institution might be
overstretching its mandate and/or diverting attention
from other areas of work—sparking resistance

that could likely have been mitigated with clearer
initial framing.

Staff’s performance and incentives were affected

by this lack of clarity, the scarcity of resources, and
shifting institutional priorities. Staff understood
they had received the assignment to urgently place
greater emphasis on climate-related issues and, for the
most part, they responded with strong motivation,
leading to over-delivery in some cases. At the same
time, the combination of the Augmentation, which
tempered the Strategy’s ambition, and the steep
increase in the workload were strongly felt in some
departments. Many staff felt rushed into new issues
without adequate expertise, resources, and planning,
although the conditions improved over time. Toward
the end of the evaluation period, staff’s incentives were
further affected by the reduction in support from some
members, the curtailed institutional signaling, and
the streamlining exercise launched by management,
contributing to renewed uncertainty regarding the
future relative weight and scale of the Fund’s climate-
related work.

The IMF has made a remarkable effort to integrate
climate-related issues into its operations and
traditional core policy areas. In surveillance, coverage
of climate-related issues concentrated on fiscal and,

to a lesser extent, financial policies. Climate-related
CD also focused on fiscal policy and management,

in line with members’ main policy challenges, and
successfully embedded climate-related considerations
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in the Fund’s foundational TA curriculum. The RST
has reinforced the lending toolkit by facilitating
support for members’ longer-term structural needs
and, for the most part, RSF arrangements have focused
on measures within the Fund’s areas of expertise. Both
authorities and staff thought that climate-related issues
have been integrated into the Fund’s traditional core
policy areas across activities. While much has been
achieved in integrating these considerations effectively
and efficiently, the learning process remains ongoing.
Previous experiences with integration of substantive
areas—e.g., the expansion of financial and macro-
financial coverage following the Global Financial Crisis
(see IEO 2019)—show how complex reaching a new
“steady state” can be.

Consolidating the gains of the climate-related work
and further enhancing its efficiency will require
sustained institutional support. Following an initial
phase of rapid expansion, the shift in institutional
priorities has swung the pendulum in the opposite
direction, with the risk of scaling back climate-related
work to a degree that may weaken institutional capacity
and constrain the delivery of highly demanded and
value-adding services, including in the traditional core
policy areas, which need to be informed by climate-
related considerations. Most country authorities
consider that the Fund should at least retain the

level of engagement on climate-related issues of the
past five years, given their priority and the scale of
their expected macroeconomic impact. By contrast,
members holding about one-third of quota share favor
a scaling back of engagement, arguing for a narrower
interpretation of the Fund’s mandate in a context of
constrained resources and given the opportunity cost
of allocating resources to climate-related work rather
than to other priorities. The Executive Board endorsed
the recommendations of IEO (2024), which proposed
a framework to inform such strategic choices that the
Fund currently is implementing in the context of the
ongoing CSR.

The IMF delivered good quality and tailored advice
on climate-related issues following members’
demand. As demand grew, the Fund expanded its



climate-related coverage in bilateral and multilateral
surveillance. The Augmentation targets were exceeded
for Article IV reports, while coverage was in line with
those targets for FSAPs, and below them for flagship
reports, especially at the end of the evaluation period.
This was supported by the development of state-of-the-
art analytical tools and models, often in collaboration
with other institutions. These efforts were valued by
country authorities and had traction, with demand for
future work remaining high.

Several issues affecting surveillance and analytical
work deserve attention:

Macrocriticality. The Fund’s bilateral surveillance
on climate-related issues is anchored on the
concept of macrocriticality, which has provided
flexibility for country-specific treatment.
However, its operationalization remains difficult,
making it challenging to use as a filter. While

the 2022 Guidance Note suggests that Article IV
consultations include an assessment of the
macrocriticality of climate-related issues, such

an assessment often has been only indirectly

or implicitly included in staff reports, raising
questions about how the concept is and should be
applied. IEO (2024) provides a detailed analysis
of the open questions on the Fund’s principles of
engagement, including macrocriticality, depth,
and frequency of coverage, which are particularly
relevant for climate-related work.

Tailoring of coverage. While tailoring was broadly
appropriate, a significant part of the membership
would prefer some rebalancing of the focus of
surveillance analysis and policy advice from
domestic mitigation to adaptation and the global
transition to a lowcarbon economy, especially

for low-emitters and countries highly exposed to
fossil fuel demand shocks. At the same time, while
carbon pricing represents the first-best mitigation
policy for the Fund, many countries would prefer
to receive further advice on alternative options
that they deem more feasible.

Analytical capacity. The Fund has developed
numerous high-quality analytical tools and models
to assess the macroeconomic impact of climate

change and related policies. However, some gaps
remain related to the feedback effects of climate
onto the economy, country-level macroeconomic
impacts, standardized metrics of climate-related
financial risks, and tools and models to assess
adaptation policies.

The assessment of financing needs. Many
Article IV reports did not explicitly estimate the
financing needs for climate goals or sufficiently
incorporate them in DSAs, often treating them
as “aspirational.” Moreover, reports frequently
mentioned that fiscal space was constrained but
did not articulate the trade-offs between long-term
spending needs and fiscal sustainability, nor did
they highlight the distributional implications of
climate-related policies, echoing findings from
IEO (2025). This gap raises questions about the
realism of fiscal projections and the alignment
of surveillance and analytical work with the
membership’s priorities.

While the Fund recognized the relevance of climate-
related considerations for lending, the absence of
guidance outside the RSF resulted in limited and
uneven integration into non-RSF arrangements.

The progressive introduction of climate-related
macroeconomic risks and impacts in the Fund’s work
hardly permeated program design outside the RSF.
Although climate-related issues have featured more
prominently in program discussions since 2021, there
is no operational guidance on how to include them,
and they were rarely incorporated as explicit program
objectives or conditionality. This limited integration
reflects the challenge of reconciling the short and
medium-term horizons of traditional Fund lending
with the inherently longer-term nature of climate needs
and policies, as well as a de facto compartmentalization
of climate-related issues, which are predominantly
handled through RSF arrangements.

The RST—and its facility, the RSF—has become

a highly valued instrument, triggering sustained
demand from members and robust implementation.
Beyond providing financing on attractive terms
through eflicient procedures, authorities in recipient
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countries particularly valued several RSF outcomes,
including that it: (i) offered a structured framework

to support the selection, prioritization and sustained
implementation of climate-related reforms and their
integration with macroeconomic policies, which would
be more difficult to achieve under a UCT arrangement;
(ii) enabled timely, actionable guidance, and support
from the Fund and other partners; and (iii) created

a dynamizing and disciplining effect by sustaining
and accelerating reform momentum, coordinating

key stakeholders, and playing a signaling role that
reinforced both domestic and external credibility of
the countries’ green agendas. Implementation of RSF
arrangements has been strong, supported by generally
effective coordination with partners.

Evidence from the RSF arrangements analyzed
points to several areas for improvement:

Length of RSF arrangements. The short
duration of RSF arrangements, often constrained
by the remaining life of the accompanying

UCT arrangement, seems insufficient for
implementing complex measures. Shortness
hampers the ambition and depth of the RMs

and affects implementation, forcing a sometimes
unrealistically rapid pace or straining the
collaboration channels with partners for
monitoring and implementation.

Reform measures. While generally well aligned
with countries’ climate agendas, RMs tended to
favor mitigation over adaptation policies. The
depth of RMs was lower than expected and access
levels higher than initially envisaged. There was
also a gap in the assessment of RMs’ criticality

in terms of their impact on prospective BOP
stability. Additionally, some RM:s fell far from

the Fund’s traditional areas of expertise, creating
implementation and monitoring challenges. More
recent arrangements, however, have started to
address these issues.

Execution. Gaps and inconsistencies emerged

in the preparation, design, and post-program
monitoring stages. In particular, while engagement
with partners was broadly positive, earlier
engagement and greater clarity would have
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improved efficiency and reduced coordination
frictions and asymmetrical collaboration concerns.
In addition, post-program monitoring was at times
insufficient, prompted by the lack of guidance and
the reduction in available resources following the
completion of RSF arrangements.

The experience with RSF arrangements also raises
important questions. First, the requirement to have

a concurrent UCT arrangement remains one of its
most contested features. Some stakeholders and
contributors view it as essential to ensure strong
policy safeguards, preserve the reserve asset status
and sustainability of RST contributions, prevent
facility shopping, and maintain alignment with the
Fund’s mandate. By contrast, some authorities and
external stakeholders argue that this requirement has
deterred potential users—particularly among SDS and
FCSs—due to capacity constraints to implement both
arrangements simultaneously or to concerns about
the stigma often associated with a UCT arrangement.
Second, it remains too early to assess whether the RSF
is meeting expectations on its catalytic role. While
there is some evidence of positive effects on reform
implementation and official financing, evidence of a
meaningful impact on private financing is limited and
inconclusive. Third, strong and sustained demand and
high access levels have led to rapid utilization of RST
resources. Latest staff’s baseline projections moderate
demand and suggest that pledged loan resources
could meet needs through the current drawdown
period (November 2030). Uncertainty about future
demand, nevertheless, underscores the need to closely
monitor the adequacy of RST lending resources,
including the scope for further SDR channeling.

The IMF’s climate-related CD is highly appreciated,
demand driven, and well-tailored. Following strong
demand from members, the Fund has increased its
provision of climate-related CD, in many cases linked
to an RSF arrangement. Notwithstanding a learning
process of progressive adaptation, CD was generally
of high quality and well-tailored to recipients’ needs,
with some authorities considering it the most value-
added aspect of the Fund’s climate-related work.



There are two main contributing factors to this success:

(i) climate-related TA was embedded in the traditional
macro-foundational TA provided by the Fund; and

(ii) TA is often based on a C-PIMA and centered on
areas where the Fund has a comparative advantage,
mainly on fiscal issues, which was enabled by the
Fund’s capacity to rely on partner institutions for
areas beyond its expertise.

Experience with CD also points to shortcomings that
warrant attention:

Alignment of TA with surveillance and lending.
Despite the strong connection between TA and
RSF arrangements, CD departments’ engagement
in the design and implementation of RMs has
been uneven, and the integration and coverage of
climate-related CD in surveillance and program
documents was inconsistent. These problems have
tempered the effectiveness of TA.

Implementation and monitoring. TA
implementation was hindered by the large
number and complexity of recommendations,
and by insufficient planning to align available
resources with targeted outputs. Follow-up

and monitoring activities were not systematic,
particularly outside the program context.
Relatedly, the traction of climate-related CD,
understood as its translation into policy making,
and the sustainability of its implementation
remain unclear. These challenges apply to broader
CD areas, beyond climate-related issues, and are
linked to questions such as country ownership
or political support. In the climate context, they
are further compounded by limited awareness
of climate risks and reforms and difficulties in
intergovernmental coordination.
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