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Should bankers care about CC?

• Some facts:
– Impacts affects the bottom line

– Climate policies will affect the bottom line

– Climate change cannot be solved without bankers’ 
help

• But will we have climate policies?

• Does it matter what you think about the 
future?  

• What are the writings on the wall?  



CLIMATE CHANGE IMPACTS AFFECT THE 
BOTTOM LINE

Fact



Impacts



Destroy assets….
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…disrupt supply chains
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…affect labor productivity
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As cited in Heal 2014



CLIMATE POLICIES WILL AFFECT 
THE BOTTOM LINE

Fact



The spectre of stranded assets (1)

Source: Alexander Otto based on IPCC data, courtesy of Cameron Hepburn



The spectre of stranded assets (1)

Source: Alexander Otto based on IPCC data, courtesy of Cameron Hepburn



Source: Carbon Tracker and Grantham Institute, LSE
www.carbontracker.org/wastedcapital

Bad business?

http://www.carbontracker.org/wastedcapital


The spectre of stranded assets (2)

Note: Numbers in the graph represent the total emissions associated with 
particular capital – for example, existing capital for primary energy (in red) will 
generate some 224 Gt of CO2 over its lifetime unless it is retired early.   Source: 
Davis et al 2010. 



Good business?
Clean technology generates innovation spillovers

Source Dechezlepretre, Martin and Mohnen 2013



CLIMATE CHANGE CAN’T BE SOLVED 
WITHOUT BANKERS

Fact



Neither can growth: 
Total investment requirements $5 tr./yr

Source: 
WEF 2013



Greening growth: 
Adds some, but not a lot

Source: WEF 2013



But the infrastructure challenge 
remains

Source: Climate Policy Initiative 2013



With an additional twist
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It’s all in the financing… 

• Massive investments but not much more than 
for dirty

• But very different investment profile

• Need financiers to:

– Invest in infrastructure…

– Clean infrastructure… 

• And start reflecting stranded asset risk to 
exert pressure on firms… 



The implication is that climate policy will 
include finance and banking regulations

• Financial disclosure

• Credit ratings

• Differential reserves for green investments

• ....
Regulations to address  

short termism in financial 
markets, risk return biases, 

systemic risks….



…BUT WILL THERE BE CLIMATE 
POLICIES?



WILL WE EVER STABILIZE THE 
CLIMATE?

Reframing the question….



Stabilizing the climate 

= 

Full decarbonization

= 

Climate policies



It’s not whether to decarbonize, but

When?

How ?



Figure WG3.6.17. Development of carbon intensity vs. final energy intensity reduction relative to 
2010 in selected baseline, and mitigation scenarios reaching 550 and 450 ppm CO2-e concentrations 
in 2100 .  IPCC, 2014. 

3o C

2o C

Stabilizing at 2 or 3oC means full decarbonization by 2100



DOES IT MATTER WHAT YOU THINK 
ABOUT THE FUTURE?



• In the early 1970s 
forecasters made 
projections of U.S 
energy use based on 
a century of data
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Believing Forecasts of the Unpredictable 
Can Contribute to Bad Decisions

Gross national product (trillions of 1958 dollars)
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• In the early 1970s 
forecasters made 
projections of U.S 
energy use based on 
a century of data

…they were all wrong



Few Anticipated The Global Economic Crisis

Dow Jones Industrial Average
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The crystal ball says… 

• Either climate impacts or climate policies will 
hurt

• Maybe both

• But it matters what your time horizon is… or 
does it? 



Robust approaches
How will your strategy fare in different scenarios?



Robust approaches
How will your strategy fare in different scenarios?



Robust approaches
How will your strategy fare in different scenarios?



WHAT ACTUALLY IS HAPPENING? 

A glass half full or half empty?



Some actors are moving

Source: Simon Zadek & Nick Robbins , UNEP Inquiry into the design of a 
sustainable financial system



Carbon pricing gaining momentum



New actors taking up the bully pulpit

Mark Carney warning about “the 
carbon bubble”

Hank Paulson: “We’re staring 
down a climate bubble that 
poses enormous risks to both 
our environment and economy.”



Should bankers care about climate change?

• Climate change will have an impact on the bottom line 
– with or without climate policies

• Earlier action massively reduces costs and disruption

• Solving climate change requires financial sector’s active 
participation

– Will it be a leader or a follower? 

• Whether you should care depends on your time 
horizon…although

• …we may be seeing the beginning of a real shift



Go for robust strategies 
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http://www.carbontracker.org/wp-
content/uploads/2014/09/Coal-Financial-
Trends-ETA.pdf


