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SUSTAINABLE 
FINANCE WATCH

This newsletter provides a snapshot of the sustainable finance agenda, analysis 
of policy and regulatory initiatives, market trends, and the ongoing activities of 
Sustainable Finance Ireland.  
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With the Irish Minister of Finance, Paschal Donohoe 

T.D. attending in his capacity as Eurogroup 

President, this month’s meeting of the G7 Finance 

Ministers saw the topics of climate and biodiversity 

highlighted in the official meeting communique. 

Discussions resulted in the G7’s public support for 

mandatory climate-related financial disclosures that 

provide consistent and decision-useful information 

for market participants, which are based on the 

Task Force on Climate-related Financial Disclosures 

(TCFD) framework. Complimenting this support, in 

Ireland the Sustainable Finance Skillnet recently 

commissioned the UNEP Finance Initiative 

to develop a bespoke TCFD capacity building 

programme for Irish industry participants. The 

programme aims to support Irish located firms build 

internal climate-related reporting and disclosures 

capabilities. Going live mid-July, it is an output of 

Ireland’s Road to COP26 campaign with a particular 

emphasis on the reporting pillar of COP26’s private 

finance strategy being led by Mark Carney. This 

month’s Big Read explores how shareholders and 

climate litigation is driving companies towards net-

zero emissions. Considering Engine No. 1’s recent 

success with its Exxon campaign, it is a great read. 
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CHINA ISSUES PLAN ON EVALUATING BANKS’ GREEN 
FINANCE PERFORMANCE

From July 2021, China’s central bank, the People’s Bank of 
China (PBoC), will carry out quarterly assessments of Chinese 
located banks to gauge their green finance activities, including 
loans, securities, investment, and financial management. From 
this date, 24 major banks will be assessed on quantitative 
(e.g., the share of green finance in a bank’s overall portfolio) 
and qualitative (e.g., a bank’s implementation of national and 
local green financial policies) indicators. It is expected that the 
results will help PBoC develop incentives and/or constraints 
for sustainable finance activities for the banking sector. The 
results will also be considered in PBoC’s financial institution 
rating and other prudential regulatory tools.

▷ READ MORE HERE  
COMMENT: THE PBOC HAD STARTED STRESS TESTING FINANCIAL INSTITUTIONS 
IN CHINA TO ASSESS THOSE MOST AT RISK TO THE IMPACTS OF CLIMATE CHANGE, 
HOWEVER THESE RESULTS WERE NOT PUBLICISED. WITH THE ANNOUNCEMENT 
THAT THE LATEST CLIMATE STRESS TEST RESULTS WILL BE PUBLISHED, THIS 
REFLECTS THE IMPORTANCE PBOC ARE PUTTING ON CLIMATE CHANGE AND ITS 
EFFECT ON FINANCIAL STABILITY.

BANK OF ENGLAND TO TEST 19 BANKS ON CLIMATE 
CRISIS RISKS

The Bank of England has officially launched stress tests for the 
financial sector to examine the climate-related risks facing 
banks and insurers and to identify whether adjustments are 
required for their business models to become more resilient. 
However, the scope of the stress test has been scaled back 
since we first reported on this in April from examining 80% of 
a company’s counterparties to their top 100 counterparties, 
after participants raised concerns about the magnitude and 
feasibility of such a granular analysis which could require 
modelling of potentially thousands of business partners. The 
list of banks and insurers to be tested includes Barclays, HSBC, 
Lloyds, NatWest, Standard Chartered, Aviva, Legal & General, 
and Scottish Widows. The Bank of England’s governor, Andrew 
Bailey, has already indicated that the results, which will likely 
be published in May 2022, will not be used to set higher 
capital requirements.

▷ READ MORE HERE  
COMMENT: WHILE COMPLEX, CLIMATE SCENARIO ANALYSIS OF BANKS AND 
INSURERS IS A CRITICAL PART OF THE TOOLKIT TO ADDRESS UNCERTAINTIES AND 
CLIMATE RISKS THAT MIGHT AFFECT THE ECONOMY AND THE FINANCIAL SYSTEM. 
THE GLOBAL FINANCIAL SERVICES SECTOR SHOULD ANTICIPATE HEIGHTENED 
ACTION ON CLIMATE STRESS TESTING, AND IT IS ALREADY EXPECTED THAT OVER 
THE COMING YEAR MORE CENTRAL BANKS (INCLUDING THE EUROPEAN CENTRAL 
BANK (ECB)) WILL ANNOUNCE CLIMATE STRESS TESTS ACTIVITIES COVERING 
BANKS, INSURERS, AND PENSION FUNDS. 
SCOTLAND’S LARGEST COUNCIL PENSION FUND TO END 
INVESTMENTS IN FOSSIL FUEL COMPANIES

With €28billion AUM, the Strathclyde Pension Fund (SPF), has 
committed to assessing the activities of energy companies in 
its portfolio and divesting from them if they fail to meet its 
minimum standards for reducing greenhouse gas emissions. 
The fund’s investment managers, alongside the ESG rating 
agency Sustainalytics, will develop the climate standards. No 
clear timeline has been set for divestment although Glasgow 
City Council, who manages the fund, has indicated that 
divestment should take place no later than 2029.

▷ READ MORE HERE  
COMMENT: LOCAL ENVIRONMENTAL GROUPS HAVE BEEN CALLING FOR THE FUND, 
WHICH HOLDS €590 MILLION IN SHELL, BP, CHEVRON, AND EXXON, TO DIVEST 
INVESTMENTS AWAY FROM COAL, OIL, AND GAS. THE DIVESTMENT DECISION IS A 
POSITIVE STEP TO SET SCOTLAND’S LARGEST PUBLIC PENSION FUND ON A FOSSIL 
FREE PATH AHEAD OF THE COP26 HOST BY GLASGOW.

PRINCIPLES FOR RESPONSIBLE INVESTMENT’S 
MEMBERSHIP REACHES 4,000 WITH SIGNATORIES 
ACROSS SECTORS AND REGIONS

The PRI’s latest member is Chinese insurance firm and its 
asset management arm Taikang Insurance Group and Taikang 
Asset Management, respectively. According to the PRI, it took 
six years to reach 1,000 signatories, and less than a year for 
the last 1,000 members to join, which reflects a surge in the 
membership of insurance firms as well as asset owners from 
emerging markets. Today, signatories to the PRI represent 
more than €90 trillion assets under management.

▷ READ MORE HERE  
COMMENT: THE PRI WAS ESTABLISHED IN 2006 BY A GROUP OF INVESTORS TO 
FACILITATE ESG INTEGRATION INTO THE INVESTMENT PROCESS. INSURANCE, 
ENDOWMENTS, FOUNDATIONS, AND CORPORATE PENSION FUNDS ARE AMONG 
THE FASTEST GROWING ASSET OWNER TYPES TO JOIN THE ORGANISATION. THE 
INCREASING MEMBERSHIP OF INSURANCE FIRMS HAS BEEN PARTICULARLY 
WELCOMED BY THE PRI SINCE THE INSURANCE INDUSTRY IS CRITICAL IN 
FINANCING THE TRANSITION TO MORE SUSTAINABLE ECONOMIES. SEVERAL IRISH 
FIRMS ARE SIGNATORIES, WITH THE NTMA BEING A FOUNDING SIGNATORY.

S&P AND OLIVER WYMAN LAUNCHES CLIMATE CREDIT 
ANALYTICS

S&P Global Market Intelligence and Oliver Wyman have 
officially launched Climate Credit Analytics, a joint product 
that provides companies with the impact of climate risk of 
their counterparties. The solution helps financial institutions 
and corporations translate climate scenarios into scenario-
adjusted financial metrics at the company level. UBS is the 
first European bank to adopt Climate Credit Analytics for 
climate risk assessment.

▷ READ MORE HERE AND HERE  
COMMENT: RECENT INCREASES IN INTELLIGENCE SOLUTIONS TO ASSESS CLIMATE-
SCENARIO RISKS AS WELL AS TO NON-FINANCIAL DISCLOSURE REGULATIONS 
SIGNAL A DRAMATIC SHIFT IN AWARENESS OF THE CORPORATE WORLD TOWARDS 
CLIMATE CHANGE ISSUE.

▶  INDUSTRY DEVELOPMENTS
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https://www.centralbanking.com/central-banks/financial-stability/7843301/pboc-to-score-largest-banks-green-finance-efforts?utm_campaign=Central%20Banking%20Newsletter%20-%20Daily%20briefing%20&utm_medium=email&_hsmi=97197773&_hsenc=p2ANqtz-9VltFFot-ORYpgaNn0jcAP2n0ghkjdUw3fsDRyPofNvYA6ydAjRZvsWvv14Lxjlnq55RfLJMrsOKIyeP-nsvOH0p2-asmX9Laac3xDQuhHNTxE0T0&utm_content=97197773&utm_source=hs_email
https://www.ft.com/content/5340dea0-6d64-4f5b-b0a6-dbf7b00d8f80
https://www.ft.com/content/68ebd27a-232e-413a-95c8-3b3dd267daba
https://www.ft.com/content/68ebd27a-232e-413a-95c8-3b3dd267daba
https://www.pensionsage.com/pa/SPF-approves-fossil-fuel-divestment-standards-campaigners-call-further-action.php
https://www.esgtoday.com/pri-reaches-4000-signatories-as-interest-in-esg-investing-proliferates-across-sectors-and-regions/
https://pages.marketintelligence.spglobal.com/AD-Climate-Credit-Analytics-Demo-Request.html?utm_source=google&utm_medium=cpc&utm_campaign=Climate_Credit_Analytics_Search_Google&utm_term=%2Bclimate%20%2Bcredit.analytics&utm_content=467130870895&_bt=467130870895&_bk=%2Bclimate%20%2Bcredit.analytics&_bm=b&_bn=g&_bg=114984485492&gclid=CjwKCAjwn6GGBhADEiwAruUcKuS_aioyE3B9tLlt81eWGqZRYfQmzohO8HfIQSV88eLr2tGrwuyo-xoCx8UQAvD_BwE
https://www.oliverwyman.com/media-center/2021/jun/sp-global-market-intelligence-and-oliver-wyman-launch-climate-credit-analytics.html
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LAUNCH OF THE TASKFORCE ON NATURE-RELATED 
FINANCIAL DISCLOSURES (TNFD).

Earlier this month, the Informal Working Group (IWG) of 
the TNFD, comprising some of the world’s biggest banks, 
corporates, data/service providers and governmental 
bodies, has published its much-anticipated report on the 
organisation’s scope, governance, work plan, communication, 
and resourcing plan.

The proposed goal of the TNFD is to “provide a framework for 
organisations to report and act on evolving nature-related 
risks, in order to support a shift in global financial flows away 
from nature-negative outcomes and toward nature-positive 
outcomes.” To that end, the TNFD’s recommendations are 
built on seven principles: (i) market usability, (ii) science based, 
(iii) nature-related risks, (iv) purpose drive, (v) integrated and 
adaptive, (vi) climate-nature nexus, and (vii) globally inclusive. 

One noteworthy proposition of the IWG is the TNFD’s scope 
of disclosure, which is structured in the same way as the 
Task Force on Climate-related Financial Disclosures (TCFD), 
which has been widely adopted by the financial sector for 
uniform but voluntary disclosure of climate action plans 
and performance. The TNFD framework adopts the TCFD’s 
four-pillar approach regarding how organisations operate: (i) 
governance, (ii) strategy, (iii) risk management, and (iv) metrics 
and targets. It departs from the TCFD’s definition of “risks 
and opportunities” in each of the pillars in recognition of the 
challenges of measuring nature, broader policy and market 
developments and the systemic nature of the risk. Specifically, 
the IWG recommends using the broader term “nature-related 
risks and opportunities” to refer to any risks and opportunities 
that an organisation faces with respect to linkages between its 
operations and nature.

The TNFD aims to facilitate the shift in finance by providing 
a standardised framework for organisations to report and act 
on nature-related risks. These risks are substantial given that 
around half of the world’s economic output is, to some extent, 
dependent on nature, according to a 2020 report by the World 
Economic Forum. The TNFD builds on and extends the work 
of the TCFD which only covers a subset of nature-related risks 
through a climate lens. The TNFD includes additional nature-
related risks such as plastics in the oceanic food chain and loss 
of soil fertility. For that reason, it is expected that over time, 
the two frameworks will be complementary, thereby allowing 
financial institutions and corporates to identify and report on 
a comprehensive set of nature and climate-related risks. 

Details of the scope, governance, work plan, communication, 

and resourcing of the TNFD can be found here. For the global 
launch event of the TNFD.

 ▷ WATCH THE RECORDING HERE

ROBECO PUBLISHES GUIDELINES FOR INVESTOR 
ENGAGEMENT WITH GOVERNMENTS ON SUSTAINABILITY.

International asset manager Robeco has launched a 
new framework to help investors engage with countries’ 
governments to tackle sustainability challenges. The 
framework maps out methods of engaging to advance the 
UN’s Sustainable Development Goals (SDGs). By working with 
its sovereign debt investors, the aim is that governments will 
have better access to finance and to sustainability expertise.  
The framework utilises Robeco’s experience of working with 
the Brazilian government on deforestation. In 2020 and 2021, 
a group of 34 investors, including Robeco, held meetings with 
Brazil’s vice president and other government members in an 
investor policy dialogue focused on better implementation 
of the country’s environmental laws so that companies that 
break them are suitably punished.

The framework seeks to address three key questions: (i) who to 
engage with, (ii) what to engage on, and (iii) how to conduct 
the engagement. 

First, relevant countries are prioritised based on relevance in 
the investment universe and the country’s SDG performance. 
The criteria can highlight the countries where an investor 
can make a difference. One data source for investors to 
reference a country’s SDG performance is the Sustainable 
Development Solutions Network that provides an annual 
ranking of countries based on their progress in achieving the 
SDGs. Second, as it is near impossible for investors to engage 
in all 17 SDGs, priority goals should be selected from both an 
investment perspective and sustainability perspective. While 
investment perspective is defined as the impact that failure 
to progress on the SDGs has on a country’s ability to meet its 
payment obligations in the future, sustainability perspective 
is understood to be the impact a country’s activities (e.g. 
deforestation, building coal-fired plants) has on achieving the 
SDGs. SDG targets facing slow progress within that country 
are identified as priorities to engage on. Finally, a 5-step 
roadmap offers a systematic process for conducting the 
engagement itself, including goal setting, finding partnerships 
in the process, reporting and monitoring progress.  
In the corporate world, shareholder engagement, or 
shareholder activism, is also in the spotlight recently (Big Read 
section).

▷ READ THE FRAMEWORK HERE 

▶  SPOTLIGHT
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http://www3.weforum.org/docs/WEF_New_Nature_Economy_Report_2020.pdf
https://tnfd.info/wp-content/uploads/2021/06/TNFD-Nature-in-Scope_Final.pdf
https://www.youtube.com/watch?v=b-PqBFfMaJ0
https://www.unsdsn.org/sdg-index-and-monitoring
https://www.unsdsn.org/sdg-index-and-monitoring
https://www.tandfonline.com/doi/full/10.1080/20430795.2021.1929806
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▶  SPOTLIGHT

THE NETWORK FOR GREENING THE FINANCIAL 
SYSTEM (NGFS) ISSUES UPDATED VERSION OF CLIMATE 
SCENARIOS FOR CENTRAL BANKS AND SUPERVISORS.

On 7 June, the NGFS published a revised version of climate 
scenarios, which is intended to equip member central banks 
and financial supervisors with a baseline to run stress tests. 
Developed by international experts on climate science, energy 
technology, land-use, and economic modelling, this second 
version consists of a uniform and comparable set of scenarios 
looking 30 years ahead in terms of climate mitigation policies, 
transition risks, and physical risks. 

The main additions to the first version issued last year are a 
net-zero trajectory, an increase in the number of variables to 
1,000 and the application of an algorithm to disaggregate the 

outputs of the seven world regions to individual countries. One 
of the most interesting features of the second version is the risk 
factor pathways, which lay out emission trajectories for each 
sector if the economy reaches the net-zero emissions goal 
by 2050. The scenarios also incorporate the latest economic 
and energy developments, resulting in higher forecasts for 
renewables deployment and more conservative assumptions 
regarding negative emissions technologies.

The second version of climate scenarios serve as a reliable 
reference for central banks to assess climate risks to the 
financial system as well as a reminder that governments need 
to bolster their policies to transition to the net-zero emissions 
world.

▷ READ THE FRAMEWORK HERE
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▶  SUSTAINABLE FINANCE SUPPORTED COURSES

▷ GETTING STARTED IN  
   RESPONSIBLE INVESTMENT (PRI)

▷ FOUNDATIONS IN  
   RESPONSIBLE INVESTMENT (PRI)

▷ ADVANCED RESPONSIBLE  
   INVESTMENT ANALYSIS (PRI)

▷ RESPONSIBLE INVESTMENT FOR 
   TRUSTEES (PRI)

▷ THE SUSTAINABILITY AND CLIMATE RISK  
   (SCR®) CERTIFICATE (GARP)

Places are still available on the below courses for Irish based financial professionals via the 
Sustainable Finance Skillnet. The Skillnet provides discounts of between 50%-60% of the 
course prices with the remaining matched funding met by the candidate’s employer. Please 
connect with the Sustainable Finance Skillnet team at skills@sustainablefinance.ie for more 
information.

ESG DATA: WHAT MATTERS AND HOW TO MEASURE IT.

Responsible Investor in partnership with Northern Trust Asset Management. 20 July 2021, 14:00 IST.

▷ REGISTER HERE

▶  EVENTS

https://www.ngfs.net/sites/default/files/medias/documents/ngfs_climate_scenarios_phase2_june2021.pdf
https://priacademy.org/pages/academy-syllabus
https://priacademy.org/pages/academy-syllabus
https://priacademy.org/pages/academy-syllabus
https://priacademy.org/pages/academy-syllabus
https://priacademy.org/pages/academy-syllabus
https://priacademy.org/pages/academy-syllabus
https://priacademy.org/pages/academy-syllabus
https://priacademy.org/pages/academy-syllabus
https://www.garp.org/scr
https://www.garp.org/scr
mailto:skills%40sustainablefinance.ie?subject=
https://www.responsible-investor.com/webinars/esg-data-what-matters-and-how-to-measure-it
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▶  THE WHAT, WHY AND HOW – IRISH TCFD WEBINAR

▷  CLICK HERE TO SEE THE WEBINAR  ◁ 

On Wednesday, June 23rd, the first output of Ireland’s Road to COP26 programme of activities, 
took place with the hosting of a webinar updating Irish market participants on aspects of the 
Taskforce on Climate-related Financial Disclosures (TCFD). 

Aligned with the four key pillars of the COP26 Finance hub strategy namely, reporting, returns, 
risk management, and mobilisation of capital, the Irish Road to COP26 programme is supported 
by AIB, Irish Life Investment Managers and Skillnet Ireland.

The session built on November’s Climate Finance Week Ireland 
2020 webinar which discussed how the TCFD is raising climate 
ambition amongst financial market actors. During this session, 
Irish Minister for Finance, Paschal Donohoe T.D. noted “the 
Government welcomes the adoption of the TCFD by those 
corporates who are already engaged with the taskforce and 
is actively encouraging greater take up as more Irish firms 
look to accelerate and scale their own climate transition 
plans.”

23rd of June panellists included Curtis Ravenel, member of the 
TCFD secretariat and Senior Advisor to Mark Carney, COP26 
Finance Advisor and UN Special Envoy for Climate Action and 
Finance. In addition, Tom Dodd, Policy Officer, Non-financial 
reporting, DG Financial Stability, Financial Services and Capital 
Markets Union (FISMA), European Commission alongside Sara 
Lovisolo, Group Head of ESG, Euronext Group. 

Curtis Ravenel discussed the TCFD’s history and aim it had 
when launching in 2015 and how it has become the success it 
is known by today. The TCFD’s two primary objectives were to 
inform better capital allocation and investment underwriting, 
and to provide financial markets with greater transparency. 
Key to its success was how the recommendations focused 
on financial-related risks and how climate affects financial 
performance. The TCFD was also developed by policy 
and private sector actors, to be understood by financial 
professionals. To conclude Ravenel stated the TCFD is a 
foundation for further work and is intended to be durable. 
Although all economies will have different needs, he hopes 
that as a foundation the TCFD will be constant and this is 

evident via the G7’s recent commitment to move toward 
mandatory climate-related financial disclosures, specifically 
citing the TCFD as its basis. 

Attendees were provided with an update to the EU’s vision 
for climate-related financial disclosures by Tom Dodd, Policy 
Officer DG FISMA. While not seeking to directly mandate the 
TCFD recommendations, the EU would rather use it as its 
base to propose climate-related financial disclosures, as they 
have deliberately done under the Corporate Sustainability 
Disclosure Regulation (CSDR). He noted that the TCFD will be 
a minimum and EU standards may require firms to do more 
than the TCFD. 

Sara Lovisolo, head of ESG for Euronext Group brought 
attendees through Euronext’s TCFD journey, including the 
development of Euronext’s ESG reporting guidance, issued 
last year. This is a method by which Euronext engages with 
companies across markets on regulatory elements, how 
companies make sense of global standards and how they can 
be used at a local regulatory level.  

This webinar forms part of the Irish TCFD campaign, which 
aims to increase the number of TCFD supporters, while 
supporting the enhancement of climate-related reporting 
and disclosures capabilities in Ireland via a dedicated 
accredited capacity building programme. The programme 
will give participants an understanding of climate risks and 
climate disclosure expectations. They will also learn about 
the fundamentals of climate risk identification and climate 
scenario analysis for both physical and transition risks.

SUPPORTED BY
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https://vimeo.com/568500841/a7e1249a95
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▶  THE BIG READ

HOW SHAREHOLDERS AND CLIMATE LITIGATION IS 
DRIVING COMPANIES TO NET-ZERO EMISSIONS.

Climate change is not a new issue for investors, but it is 
increasingly becoming a top priority. This sense of urgency is 
motivated by increased conviction that climate change will 
have a tangible, systemic impact on both the environment 
and global financial markets. Investors, including shareholders 
of big oil companies, are increasingly using their voting 
rights to actively influence ESG and climate-related issues in 
corporates. In addition, there has been some notable recent 
wins for climate litigation, all of which is discussed below.

Shareholder activism can broadly be defined as an attempt 
by a shareholder to use its right as partial owner of a 
public company to influence and bring about change in 
the management of a company. Historically, institutional 
investors have been passive in their investments, pursing 
purely financial strategies and keeping relatively low profiles 
in relation to a firm’s governance. However, the tide is turning, 
and institutional investors are becoming more involved and 
vocal, and they have increasingly lent weight to and supported 
activist campaigns, both privately and publicly. 

The California Public Employees’ Retirement System (CalPERS) 
– the largest public pension fund in the US with approximately 
$444 billion in assets and one of the top 10 largest pools of 
money in the world – is a pioneer of shareholder activism and 
has long been a leading proponent of governance reform 
among public pension funds. Through its list of governance 
and sustainability principles, CalPERS actively endorses a range 
of governance reform measures including the appointment 
of independent directors, the formation of board committees 
and the appointment of non-executive chairs. The CalPERS 
strategy has resulted in favourable financial returns - 8.5% for 
the past ten years - encouraging other institutional investors to 
follow similar activist strategies. 

Recently, shareholder activism has looked to tackle a new 
issue: climate change and sustainability. Traditionally, April to 
June is the period when a substantial number of US public 
companies hold their annual meetings. This year, shareholders 
have filed a record 136 climate-related shareholder resolutions 
compared to 72 in 2020 and 67 in 2019 and importantly, 
there has been a rise in approval votes. Given that 80% of the 
market value of the S&P 500 and Russell 3000 is owned by 
institutional investors, support from a mid-large size investor 
or hedge fund is usually key. Below we examine some of the 
recent critical votes. 

Since it was founded in December 2020, an activist hedge 
fund - Engine No. 1 - has instigated a campaign against 
ExxonMobil (Exxon) to push the company’s focus away from 
fossil fuels. After months of back-and-forth which included 
Exxon trying to block Engine No. 1’s proposal by using the 
company version of a senatorial filibuster to delay the closure 
of voting at its annual shareholder meeting, in May and June 
Engine No. 1 won three seats on Exxon’s board. Engine No. 
1 was supported by large pension funds, including CalPERS, 
CalSTRS and the New York State Common Retirement Fund, 
as well as institutional investors including BlackRock and 
Vanguard. 

Engine No. 1 only holds around 0.02% shares of the oil giant. 
Moreover, at its core, it is a for-profit organisation, so the 
campaign to warn Exxon of the risks posed by a faster shift 
away from fossil fuels has been motivated by financial and 
strategic reasons, not ideological ones. As the energy transition 
may happen faster than Exxon expects, Engine No 1’s position 
is that the long-term demand for oil will not be as strong 
as assumed by Exxon, thereby resulting in lower financial 
returns for investors. This follows the already disappointing 
shareholder returns of 15% including dividends over the last 
decade, compared to the 271% return the S&P 500 provided. 
While Exxon has allocated $3 billion for research around 
carbon capture and other emissions-cutting technologies, this 
does not go far enough for many of its investors who demand 
a plan for phasing out fossil fuels completely and clear energy 
alternatives explored. The oil company is currently producing 
4% of the world’s oil barrels per day and has crude oil projects 
in its pipeline in the US and on the coast of Guyana.

As covered in the May edition of the newsletter, at Shell’s 
annual shareholder meeting Follow This, an activist group, 
proposed a shareholder resolution calling on Shell to set 
“inspirational targets” to reduce its greenhouse gas emissions. 
In a clear signal to management, the UK’s biggest fund 
managers, Legal & General Investment Management (LGIM), 
agreed with Follow This, finding that Shell’s transition targets 
do not go far enough. With one third of Shell’s shareholders 
voting against their climate plans, the result will put more 
pressure on Shell to consult shareholders on their energy 
transition strategy and present a formal report on their views 
within six months. 

Six years ago, a Dutch district court ordered the Netherlands 
to cut emissions to 25% lower than 1990 levels by 2020 in the 
context that the Dutch government had envisaged only 17% 
reduction as compared to the 1990 levels. Looking back, the 
ruling may be seen as setting the stage for a series of recent 
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https://www.calpers.ca.gov/page/newsroom/calpers-news/2020/calpers-preliminary-investment-return-2019-20
https://corpgov.law.harvard.edu/2019/02/13/the-road-ahead-for-shareholder-activism/#8
https://corpgov.law.harvard.edu/2019/02/13/the-road-ahead-for-shareholder-activism/#8
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▶  THE BIG READ

climate litigation cases brought before courts in France, 
Belgium,  Germany, and the Netherlands. 

In an unprecedented court ruling on May 26th, 2021, a court 
in The Hague ordered Shell to reduce its direct and indirect 
carbon emissions by 45% by the end of 2030 compared with 
2019 levels. The case was brought by Friends of Earth and 
more than 17,000 co-plaintiffs. The court also specified that 
Shell has a duty of care to combat climate change and that 
the level of carbon emission reductions in line with the Paris 
agreement should not only occur at Shell but also down the 
line of its suppliers and buyers. Although Shell has indicated 
that it will appeal the ruling which could take several years, the 
order has been declared provisionally enforceable, meaning 
immediate compliance is required.  

A German court recently found the country’s first national 
climate change law unconstitutional on the grounds of its low 
emissions reduction targets while in Belgium the Brussels court 
deemed Belgium’s failures to meet climate targets a violation 
of human rights. Early in 2021, a French court also convicted 
the French government of failing to address climate change. 
The Dutch court ruling will likely have major consequences 
for other big polluters as well as prompting more non-state 
action. In principle, from the details of the judgement, any 
legal entity anywhere in the world responsible for future 
GHG emissions that exceed the safe level as reported in the 
IPCC report could be deemed as committing a wrongful act 
against Dutch citizens.

Shareholder activism has also taken root in sectors other 
than oil and gas. After trying to engage with companies over 

climate concerns, LGIM decided to divest from and put AIG, 
Industrial and Commercial Bank of China, PPL Corporation, 
and China Mengniu Dairy on its investment exclusion list. 
Those companies, according to LGIM, have failed to respond 
satisfactorily and/or breached “red lines” over concerns about 
coal investments, carbon disclosures, and deforestation. 
Kroeger, a US food retailer, was previously on LGIM’s exclusion 
list but, after a series of improvements in deforestation and 
disclosure policies, and efforts to promote plant-based 
products, LGIM has given the company the green light 
for investment. The fund manager has also become more 
involved in a programme to engage with 58 companies that 
are influential in their sectors but are yet to transition to net-
zero carbon emissions, stating that these companies need to 
step up their climate efforts or face divestment.

Shareholder campaigns against oil giants have demonstrated 
how effective institutional investors can be in driving oil 
and gas companies towards a net-zero transition which are 
typically less time-consuming, costly, and more suited to the 
needs of investors than climate litigation. However, whether 
these oil and gas companies will accelerate their transition 
towards net-zero emissions remains to be seen. Unlike 
European companies such as BP, Shell, and Total that have 
already started to invest in cleaner fuels, neither Exxon nor 
Chevron are showing signals that they intend to steer their 
businesses away from fossil fuels anytime soon. They have 
both defended a climate strategy that focuses on reducing 
operational emissions, employing carbon capture and storage 
while continuing investment in new oil projects. As a result, 
there is still a lot for companies, investors, and courts to do if 
the world is to achieve the Paris Agreement by 2050.

https://www.theguardian.com/environment/2021/feb/03/court-convicts-french-state-for-failure-to-address-climate-crisis
https://www.theguardian.com/world/2021/jun/18/belgium-climate-policy-violates-human-rights-court-rules
https://www.ft.com/content/6be3ea51-653d-47c2-8ef9-96ebc6064e0b
https://www.ipcc.ch/sr15/

