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One of the noteworthy developments at the COP27 climate conference this week was a new push by the UN to identify and
clamp down on ‘greenwashing’?

Fathom can help clients to devise their own, credible, decarbonisation plans, and to identify greenwashing where it occurs;
this is thanks to our understanding of sector-specific decarbonisation options, and our ability to produce metrics that can be
used to compare companies and measure progress over time towards achieving the Paris goal

Our recently published report An investor’s guide to net zero by 2050, co-authored with BNY Mellon Investment
Management, also contains important findings which can inform the greenwashing debate

First, we found that the investment required on non-polluting fixed assets is huge, and needs to be scaled up significantly
from current levels — a finding also supported by analysis from the International Energy Agency (IEA)
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Second, nearly half of the investment needed from the corporate sector will have to come from utilities and energy
companies

For investors that want to ‘do the right thing’ this creates a conundrum, since these are two of the most polluting industry
sectors and among the most exposed to climate transition risks

Greenwashing is an informal term, which may have different meanings to different audiences. In this context we consider it to be the setting of lofty
climate targets with little or no plan or action to deliver on these promises, and/or the use of irrelevant information to support these claims.
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https://news.un.org/en/story/2022/11/1130317

Global greenhouse gas emission breakdown by activity
Per cent of total, 2019
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Green investment required and transition risk, S&P 500
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Per cent of total green investment made by S&P 500 sectors in net zero scenario
Source: Refinitiv Datastream / BNYM / Fathom Consulfing

® Because of this, some investors have stopped investing in these sectors completely. But while this may reduce their carbon
footprint on paper, it will not solve climate change or put the world on track to meet the Paris climate goal — completely
starving these sectors of funds would also tank the economy

® But equally, investors and companies in these sectors need to recognise that continuing to invest heavily in fossil fuels is
inconsistent with achieving the Paris goal® — and it also increases the transition risk for the companies making such
investments

2. Under the IEA’s Net Zero by 2050 scenario, starting in 2021 no new oil and gas fields are approved for development, and no new coal mines are built
or extended; in 2021 Fatih Birol, the head of the IEA, said: “If governments are serious about the climate crisis, there can be no new investments in
oil, gas and coal, from now — from this year.” https://www.theguardian.com/environment/2021/may/18/no-new-investment-in-fossil-fuels-demands-top-
energy-economist
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® We have seen some oil & gas majors make record profits due to fossil fuel prices inflated by the war in Ukraine, yet instead
of ramping up their investment in green energy, some of these firms continue to return large amounts of cash to
shareholders and invest heavily in fossil fuels — behaviour which is not consistent with net zero by 2050 or the Paris climate
goal

® |nvestors and corporates that wish to claim compliance with the Paris climate goal need to recognise this, figure out what is
consistent with net zero by 2050 and invest accordingly; differentiating between the companies in these sectors with
credible decarbonisation and risk management plans will be key

® |nvestors should engage with the incumbents to encourage them to make the necessary investment and requisite changes,
but also be aware that it could be new players that lead the way, as Tesla did with electric vehicles

® Finally, investors and corporates can also make a positive contribution to climate goals by financing the transition in
emerging markets, where more than half of all global green investment needs to be made for net zero to be achieved, but
just 10% of the global wealth is located

® Aswellas having economic benefits, such investment can have wider social benefits too; to find out more, read our
research note on this topic earlier this week; or read the full report using the button below
|

EMs green investment required* vs CO2 emissions
CO2 emissions in 2019, per cent of global total, log scale
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To read this series of research notes based on An Investor's Guide to Net Zero by 2050,

and to access the report in full, click here
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https://www.fathom-consulting.com/research-notes/ems-need-to-scale-up-green-investment/
https://www.fathom-consulting.com/an-investors-guide-to-net-zero-by-2050/

Further reading:

EMs need to scale up green investment

Spotting net zero's investment opportunities

Net zero transition may require scrapping $20 trillion of ‘dirty’ assets
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