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The Role and Strategic Responses of Commercial
Banks in the Era of the Just Transition

Dong Yu, Strategy Planner

|. Background
1.1 The Concept of Just Transition

The Paris Agreement adopted in 2015 was the first international accord
to explicitly affirm the necessity of a Just Transition. Its preamble stressed
that, in acting to address climate change, parties must ensure “Just Transition
of Work Force,” thereby creating decent work and quality employment
opportunities. Since then, the concept has emerged as a key theme in global
climate policy and sustainable finance. For example, the G20 Sustainable
Finance Working Group (SFWG) introduced a Transition Finance
Framework in 2022 that integrates “justice” and the “social dimension”
into its evaluation and disclosure requirements, emphasizing information
transparency, pathway credibility, and governance.

Although the notion originated from the protection of labour rights,
it now covers a far broader scope. Just Transition emphasizes that during
the low-carbon transition, protecting labour rights must go hand in hand
with ensuring procedural justice — through open decision-making and
stakeholder participation—and distributive justice, by fairly sharing the costs
and benefits of transition. It also incorporates goals of poverty reduction and
inclusive development, ensuring that vulnerable groups are not marginalized.
According to the International Labour Organization (ILO), the overarching
objective is to build a sustainable economic and social environment that
achieves an integrated balance among decent work, social inclusion, and
environmental protection.

As an emerging and evolving concept, the specific connotation of “Just
Transition” is still under discussion and expansion, and remains subject to a
certain degree of ambiguity and debate. This paper defines the Just Transition
as: a process that, while pursuing net-zero emissions, systematically assesses
and mitigates social impacts on workers, communities, and supply chains to
ensure fairness in both decision-making and outcomes.

Disclaimer : This article reflects only the viewpoints of the author. It neither represents the opinion of the institution nor constitute any investment advice.



1.2 International Consensus: Key Principles from the 2025 Leaders’ Summit

The 2025 Leaders’ Virtual Summit on Climate and the Just Transition further underscored the importance
of this concept and reached a set of shared principles.

(1) People-centred transition. Participants emphasized that Just Transition must place human well-
being at its core—advancing climate governance while improving livelihoods and balancing multiple goals
such as environmental protection, economic growth, job creation, and poverty alleviation. As President Xi
Jinping emphasized, “Countries must adopt a people-centered approach to advance the well-being of people
and climate governance in tandem, and strike a balance between multiple goals including environmental
protection, economic growth, job creation, and poverty alleviation. Developed countries are obliged to
extend assistance and support to developing countries, help drive the global shift toward green and low-
carbon development, and contribute to the common and long-term well-being of people of all countries.”
This captures the global consensus that climate action must reconcile emission reduction with the right to
development and social equity.

(2) Inclusion of marginalized groups and social justice. The summit also stressed that climate action
should incorporate dimensions of social justice, paying particular attention to vulnerable and historically
marginalized communities. President Lula of Brazil noted that “we cannot talk about a just transition without
including the perspectives of women, people of African descent, and indigenous peoples,” urging focus on the
unique circumstances of the Global South. This implied that policymaking for the transition must guarantee
transparency, inclusiveness, and equitable distribution of both costs and benefits—so that no one is left behind.

Together, these principles highlight the human-centred and socially equitable foundations of Just
Transition and provide a strong political mandate for embedding justice in global climate governance.

1.3 Why Commercial Banks Matter in Just Transition

As financial intermediaries and catalysts of economic transformation, commercial banks play a pivotal
role in advancing just transition process.

(1) Risk prevention and compliance

Banks must prevent risks arising from social challenges accompanying the climate transition. Neglecting
employment resettlement or community welfare may provoke public criticism, regulatory dissatisfaction, or
even litigation. Credit-rating agencies such as S&P and Moody’s have pointed out that if banks improperly
handle the social consequences of transition—for example, by overlooking employment or community
stability—they could face social unrest, reputational damage, asset-quality deterioration, and credit-rating
downgrade. Accordingly, ignoring Just Transition can expose banks to tangible risks:

Reputational risk — public backlash from inadequate social responses;
Credit risk — defaults resulting from layoffs or production halts; and

Regulatory risk — penalties for failing to meet social-responsibility standards.



(2) Business opportunities and policy incentives

Banks that proactively integrate Just Transition principles may access new sources of growth and policy
support. Research by BCG shows that institutions able to identify and mitigate the negative social impacts
of low-carbon transition—while maximizing its positive outcomes—achieve more sustainable earnings.
Attention to justice reduces reputational exposure, while proactive integration enhances eligibility for
government incentive schemes and financing programs designed to cushion social shocks. In the long term,
embedding social considerations into climate-finance strategies yields lasting commercial returns and helps
banks establish differentiated advantages within the green-finance domain.

(3) Avoiding new systemic risks

Overly narrow decarbonization strategies may themselves generate new socio-economic risks. Indiscriminately
withdrawing credit from high-carbon sectors might appear to lower climate exposure but can trigger a “greenlining”
effect—marginalizing workers and communities tied to those sectors, turning “stranded assets” into “stranded workers”
and “stranded communities.” Such outcomes contradict the very purpose of a Just Transition and may ultimately
rebound upon the banks themselves.

Analysis by the U.S. Federal Deposit Insurance Corporation (FDIC) shows that when labour markets weaken and
unemployment rises, delinquency and default rates on personal loans also increase. Therefore, banks must balance
economic efficiency with social objectives, supporting clients through equitable transition pathways to prevent
unemployment waves and community decline—thereby safeguarding both credit portfolios and social stability.

Collectively, these developments have created a cascading mechanism linking international initiatives, standard-
setting, regulatory policies, and market practice, transforming the Just Transition from a guiding principle into a concrete
operational requirement for the banking industry.

I1. Practical Explorations: Integrating the Social Dimension into
Green Finance

The convergence of low-carbon transition pressures and growing social-equity concerns presents both
opportunities and challenges for banks’ strategy, risk management, and innovation. In practice, banks must
address regulatory expectations while capturing emerging opportunities for sustainable growth.

Around the world, financial institutions are attaching increasing importance to social inclusion and
equitable development, exploring ways to embed Just Transition principles into product and service innovation
to align environmental and social benefits.

2.1 Mainland China

Several leading Chinese banks have begun to integrate social dimensions into green-finance product
design. For example, Industrial Bank launched energy-efficiency enhancement loans targeting small- and
medium-sized manufacturers, complemented by employee-retraining and advisory services to maintain
workforce stability while reducing energy consumption and emissions. Some banks provide transition
financing with grace periods for high-carbon clients, assisting affected employees and communities to adapt
smoothly to industrial change. Embedding social-protection mechanisms within green finance helps mitigate
transitional pain, strengthen project sustainability, and enhance the long-term viability of transition lending.



2.2 Hong Kong

Major banks in Hong Kong are also integrating social considerations with environmental goals,
experimenting with diversified models of green-finance services. For instance, In September 2024, Bank
of China (Hong Kong) served as Coordinating Bank, Mandated Lead Arranger, Bookrunner, and Facility
Agent for the Hong Kong Housing Society’s 12 billion HKD, five-year syndicated loan — the largest
financing in the Society’s history, which includes a $3 billion HKD social-responsibility loan. The social-
responsibility tranche is allocated to the Designated Rehousing Estate projects, and has been certified by the
Hong Kong Quality Assurance Agency (HKQAA) as compliant with the Sustainable Finance Framework. The
initiative demonstrated how the banking sector leverages financial innovation to advance affordable-housing
development while balancing environmental and social benefits, providing long-term funding support for
Hong Kong’s vision of “Creating Homes - Building Sustainable and Inclusive Communities.” Similarly, Hang
Seng Bank introduced a green-taxi financing scheme offering preferential loans to traditional taxi drivers
transitioning to electric vehicles. The program is coupled with vocational-retraining and up-skilling initiatives
to help transport workers achieve a smoother and fairer shift toward clean mobility.

These examples show that even within a regional market, social-welfare elements can be effectively
integrated into green-finance products. They provide valuable reference models for peer markets seeking to
localize Just Transition practices.

2.3 International Banks

Many global banks have made explicit commitments to support a Just Transition, embedding social-equity
considerations into climate-finance strategies. Common approaches include:

- Incorporating social clauses in climate-finance facilities (e.g., linking loan terms to employee re-
employment or community-development outcomes);

- establishing dedicated funds or incentive mechanisms to assist regions and groups most affected by
transition;

- participating in multilateral cooperation programs such as Just Energy Transition Partnerships (JETPs)
to share costs and mitigate social shocks; and

- enhancing disclosure and transparency by publicly reporting employment and community impacts in
sustainability reports.

These practices offer valuable lessons for aligning environmental and social objectives within the banking
sector.

To provide a clearer comparison of how international banks are positioning themselves in the field of the
just transition, several representative commercial banks and their key strategies and illustrative initiatives are
summarized below (see Table).



Table : Major International Banks’” Just Transition Strategies and Practices

Bank

Key Strategic Highlights on
the Just Transition

Representative Measures Integrating
the Just Transition

Sources, Original Quota-
tions, and Keywords

Citibank

Citibank explicitly identifies the
Just Transition as a key element
for achieving its net-zero goal in
its climate strategy.

Citibank launched the Sustainable Progress
Strategy, embedding the Just Transition
concept into business practice. For ex-
ample, the strategy links loan interest rates
with indicators of borrowers’ employment
stability and community economic transition,
encouraging enterprises to protect jobs and
sustain local prosperity during decarbon-
ization. In addition, Citibank established a
dedicated fund in the Appalachian region of
the United States to support the economic
diversification and skill retraining of local
coal communities, helping prevent marginal-
ization and unemployment arising from the
energy transition.

Source: 2023 Citi Climate
Report

Original text: “We recognize
that a just transition is critical
in achieving our net zero am-
bition, ensuring that impacted
communities and workers
are supported throughout the
transition.”

Keywords: just transition is
a critical factor; communities
and workers ... supported

HSBC

HSBC states that achieving a “just
and inclusive” net-zero transition is
essential, considering the impacts
on workers, communities, and
other stakeholders. It emphasizes
that its net-zero pathway “must be
just and inclusive, supporting an
equitable transition that considers
impacts on communities, workers,
and broader society.” This princi-
ple has become a core component
of HSBC'’s net-zero strategy. The
2024 Annual Report ESG section
further highlights that the bank
is incorporating Just Transition
principles into client engagement,
operations, and financing deci-
sions.

HSBC integrates the UN Sustainable Devel-
opment Goals (SDGs) into its climate-finance
framework, emphasizing the social implica-
tions of transition. In the Southeast Asian
market, HSBC launched dedicated Transition
Loan Programs requiring participating com-
panies to design and implement employee-
retraining plans to help affected staff upgrade
skills and find new jobs during the low-car-
bon transition. Borrowers must also submit
regular reports on employment protection
and community-development outcomes as a
condition for continued loan support. By im-
posing these additional requirements, HSBC
ensures its green financing not only reduces
carbon emissions but also advances social
equity—helping employees and communities
“not be left behind” in the net-zero transition.

Source: HSBC Net Zero
Transition Plan

Original text: “Our net zero
approach must be just and
inclusive, supporting an
equitable transition that
considers impacts on
communities, workers, and
broader society.”
Keywords: just and inclusive;
equitable transition

Standard
Chartered
Bank

Standard Chartered stresses the
importance of the Just Transi-
tion for emerging markets and
recognizes its responsibility as a
financial institution to promote a
fair net-zero transition across its
operating regions. It pledges to
balance decarbonization objec-
tives with development needs in
emerging economies.

The bank focuses particularly on just energy
transitions in developing countries, support-
ing clean-energy projects while maintaining
local economic and social stability. Standard
Chartered has participated in the Just Energy
Transition Partnerships (JETPSs) in Indonesia
and South Africa. In Indonesia, the bank,
together with development-finance institutions,
financed the Saguling Reservoir floating-solar
project, which reduces over 63,000 tons of
carbon emissions annually. Crucially, part of
the financing is allocated to retraining former
coal-industry workers and developing alterna-
tive industries to help them shift to clean-en-
ergy-related employment, thereby preventing
large-scale job loss and community decline.
In South Africa, the bank likewise supports
projects that enable the transition from coal to
renewables, providing dedicated funds to help
affected communities create new economic
opportunities.

Source: Standard Chartered
Net Zero Methodological
White Paper, 2nd Edition
Original text: “As a financial
institution, we know that we
have a unique and key role
to play in achieving a just
transition to net zero across
our markets.”

Keywords: financing a just
transition




Bank

Key Strategic Highlights on
the Just Transition

Representative Measures Integrating
the Just Transition

Sources, Original Quota-
tions, and Keywords

Crédit
Agricole

Crédit Agricole explicitly includes
employment protection and
community equity within its
transition-finance framework,
emphasizing that the net-zero
transition must incorporate a
social dimension. It treats these
social safeguards as prereq-
uisites for achieving net-zero
emissions, ensuring that decar-
bonization does not come at the
expense of vulnerable groups.

The bank applies Just Transition principles
across its green-finance products and
services. On one hand, it issues targeted
social bonds and sustainability financ-
ing instruments to support economically
underdeveloped regions most affected by
transition, with proceeds allocated to local
infrastructure upgrades and clean-industry
development to boost regional vitality. On
the other, Crédit Agricole has set up a Tran-
sition Fund to assist enterprises in high-
carbon regions while requiring borrowers to
protect employment. For instance, compa-
nies receiving transition loans must pledge
not to conduct large-scale layoffs and must
provide re-employment training plans. The
bank also incorporates community-equity
and job-security indicators into credit eval-
uation as part of its sustainability assess-
ment.

Source: Crédit Agricole
Climate Strategy

Original text: “Our climate
transition approach explicitly
integrates principles of just
transition, ensuring employ-
ment stability, social equity,
and community development
in our net zero commit-
ments.”

Keywords: explicitly in-
tegrates just transition;
employment stability

Barclays

Barclays pledges to support
a Just Transition by balancing
clean-energy financing with so-
cio-economic stability.

The bank views regional socio-economic
stability as a key consideration in transi-
tion financing and launched the Barclays
Community Transition Support Fund,
dedicated to assisting small-business
transformation and community revital-
ization in the United Kingdom’s coal-
dependent areas. In former coal-mining
regions, the fund finances entrepreneur-
ship-training and skills-upgrade programs,
helping former coal-sector workers find
employment in clean-energy or other in-
dustries. These projects set clear indica-
tors for community economic stability and
job creation as benchmarks for success,
ensuring that transition benefits are
equitably shared among local residents.
Through funding and training, Barclays
helps such regions avoid economic reces-
sion or unemployment surges resulting
from fossil-fuel decline, making the net-
zero transition more inclusive.

Source: Barclays Climate
Strategy 2023

Original text: “Barclays is
committed to supporting
a just transition, focusing
on balancing clean energy
financing with socio-eco-
nomic stability and employ-
ment security in impacted
communities.”

Keywords: supporting a just
transition; socio-economic
stability

Lloyds
Banking
Group

Lloyds has explicitly embedded
Just Transition principles into
the core of its updated net-zero
strategy, with special  focus on
industries and communities most
affected by climate transition.

Lloyds prioritizes workers and regions
most impacted by industrial transition and
implements the Just Transition through
specific financial products. The Clean
Growth Financing Initiative includes clauses
for skills training and re-employment sub-
sidies within green-financing agreements.
Beneficiary companies must commit to
providing retraining or financial compensa-
tion for employees affected by low-carbon
transition, helping them move into new
roles. Lloyds also pays particular attention
to disadvantaged UK regions suffering from
industrial decline (e.g., fossil-fuel-related
areas), offering concessional lending terms
and advisory support. Loan agreements
require that part of the funding be directed
to community-revitalization or small-busi-
ness-incubation projects to generate new
employment.

Source: Lloyds Banking
Group Net Zero Activity
Update

Original text: “We explic-
itly include just transition
principles in our net zero
strategy, focusing particu-
larly on those industries and
communities most affected
by climate transition.”
Keywords: explicitly include
just transition principles

Sources: official climate reports, net-zero transition plans, and annual sustainability reports of the respective banks. Third-party assessments such

as ICCR reviews were also consulted for benchmarking.




[11. Emerging Trends and Future Directions

As an evolving paradigm, the Just Transition is expanding beyond energy decarbonization to encompass wider
sustainability themes. Two emerging frontiers—biodiversity finance and digital transformation with social equity—are
particularly relevant to the banking sector.

3.1 Intersection of Biodiversity Finance and the Just Transition

The concept of justice in transition is extending into ecosystem protection, giving rise to the idea of a Just Nature
Transition. The Kunming—Montreal Global Biodiversity Framework adopted in 2022 established ambitious targets for
the coming decade of ecological conservation. The challenge now lies in reconciling environmental protection with local
economic development.

For banks, this represents a promising new market frontier. Financial institutions can support projects that integrate
biodiversity protection with community development, channeling funds toward initiatives that deliver both ecological
and social gains. Integrating biodiversity considerations into the Just Transition framework allows banks not only to
capture new opportunities in green finance but also to enrich the substance of transition finance itself.

To achieve this, banks should strengthen expertise in environmental and social impact assessment, collaborate
with governments and environmental organizations, and jointly design innovative financial instruments that balance
ecological outcomes with community well-being. In doing so, banks can act as early movers and key enablers of a Just
Nature Transition.

3.2 Convergence of Digital Transformation and Social Equity

Digitalization, much like decarbonization, should advance in a socially just manner. Rapid developments in big
data, artificial intelligence, and blockchain are transforming both finance and the real economy while introducing new
challenges of fairness and employment. On the one hand, these technologies can enhance efficiency and expand the
reach of green finance. On the other, they risk widening the digital divide and accelerating job displacement among
workers lacking digital skills.

To ensure that technological progress supports rather than undermines fairness, equity principles must be embedded
throughout the digital-economy transition.

In external operations, banks can:

- develop inclusive digital-finance platforms that simplify SME access to sustainable-transition loans, improve
approval efficiency, and reduce information asymmetry;

- create online training and employment-information services for workers affected by industrial change, offering
skill-training courses, re-employment resources, and start-up-finance guidance through mobile applications.

When designing digital-finance products, banks should assess their accessibility for different customer groups,
paying special attention to senior citizens and low-income users to prevent exclusion.



In internal management, digital transformation should follow employee-friendly principles. Banks are encouraged
to offer diverse internal training and communication programs to help staff at all levels adapt to new systems and
technologies, alleviating workplace pressure. Broader career-development pathways should also accompany this shift,
allowing digitalization to serve as a driver of skill upgrading and professional growth rather than a source of anxiety.

As the Just Transition extends into biodiversity, digital transformation, and other fields, banks should continually
enhance research and strategic-adaptation capabilities. Amid the global drive toward net zero, they are expected to act
as capital providers, risk managers, and corporate citizens—delivering innovative financial solutions that bridge the
path toward a greener and fairer future. Strengthened collaboration among banks, regulators, and communities will be
essential to foster a financial ecosystem that genuinely supports a just transition.
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