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Climate Change – The Future of Investing

Are you concerned about climate 

change generally?

Are you concerned about climate 

change in your investment?
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The Sustainable Development Goals (SDGs)

In September 2015, 139 countries around the world adopted the SDGs.  

The SDGs are a set of 17 goals to end poverty, reduce inequality & tackle 

climate change by 2030.

Source: United Nations, http://www.un.org/sustainabledevelopment/
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Affordable 

and Clean 

Energy

Climate 

Action

SDGs – Targets, Challenges and Opportunities

Ensure universal access to 

affordable, reliable and 

modern energy services

Increase substantially the 

share of renewable energy in 

the global energy mix

Double the global rate of 

improvement in energy 

efficiency

Strengthen resilience and 

adaptive capacity to climate-

related hazards and natural 

disasters in all countries

Integrate climate change 

measures into national policies, 

strategies and planning.

Mobilize US$100bn annually by 

2020 for the implementation and 

operationalization of the Green 

Climate Fund
Source: United Nations, http://www.un.org/sustainabledevelopment/
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Is divestment the answer?

What is 

divestment?

Does it make 

sense?

How do you 

know what to 

divest from?

Carbon Tracker 200: Top 100 public coal companies 

globally and the top 100 public oil and gas companies 

globally.

Does it fit with your investment policy and fiduciary 

responsibility?

What happens to stranded assets if carbon capture 

technology advances to meet commercial scale?

Negative screening: Excluding certain companies from 

investment consideration based on their characterization 

as being a fossil fuel company

565 gigatons: the amount of carbon that would get the Earth to above the 2 degree Celsius level, a dangerous threshold1.
2795 gigaton: the carbon reserves estimated to be held by energy companies2.
1. Data Source: Why Global Warming Will Cross a Dangerous Threshold in 2036, Scientific American™. March 2014.. 
2. Data Source: Institutional Investor, 4/15/14.
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The Slow Transition to Low-Carbon Economy

Source: BP: ‘Statistical review of world energy’, June 2016

An immediate 

wholesale shift away 

from fossil fuels and 

the technologies that 

use them would have a 

massive—many would 

say unacceptable—

economic impact.

24%

10%

4%

29%

33%

Natural Gas Renewable Energy

Nuclear Electric Power Coal

Petroleum

Relative Contributions of Energy 

Sources to Global 

Energy Consumption1 in 2015
Solar/PV 0.4%

Wind 1.5%

Geothermal 0.9%

Biofuels 0.4%

Hydroelectric

Power 6.8%
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Climate Change – the Scope of the Challenge

Source: Wired: ‘Global CO2 Levels Reach Record Monthly High’, 2016. Ppm = Parts per million

Safe level of 

350ppm*

409.01 ppm is the latest CO2 reading 

as of April 2017
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Strong energy 

run-up from 

2004 to 2007

Investment Risk of Divestment

Annual Return Impact from Energy Divestment: 1995 to 2016

Performance shown represents the difference in the annual return 

of the MSCI ACWI Index vs. the MSCI ACWI Index with energy sector 

excluded

Source: Mellon Capital and MSCI.
PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS

• Higher sector risk

• Less diversification

• Impractical and often overwhelming for many adopters

MSCI ACWI ex Energy

Tracking Error as of 12/31/16

Ex-ante = 0.98%

Ex-post = 1.16%
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Emissions Exposure: Carbon Intensity

Utilities

Materials

Energy

Industrials

Consumer Staples

Consumer Disc.

Info Tech

Financials

Health Care

Real Estate

Telecomm Services

3.1%

5.3%

6.4%

10.8%

9.5%

12.3%
16.7%

18.3%

11.2%

3.1%

3.3%

Economic Exposure: Index Weight

1. Carbon intensity represents the greenhouse gas emissions normalized by revenue. Carbon Intensity of the Index is a weighted average number of each individual company’s carbon intensity measure (t CO₂/mm USD).
Sources: Mellon Capital and MSCI ESG Research.



Carbon Intensity1 and MSCI ACWI Index Weight

As of April 30, 2017

Reviewing Exposures
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• Climate change is not an independent issue. It’s in an interconnected 

and interdependent system where fixing one problem can often create 

unexpected consequences elsewhere. 

• Climate change is a very complex issue, and presents risks and 

opportunities in many related environmental areas.

Water stress Financial 

sector

Sea water Green 

opportunities

Key Examples

Looking Beyond Climate Change
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Finding Balance – Carbon Efficiency Investing

Measuring Impact 

 It’s more than beliefs, 

consider outcomes

 How do you put your 

dollars to work?

Challenges

 Adopters want to go from 

nothing to everything

 Finding the stepping stone 

to go from nothing to 

something

Financial 
Duty

Environmental 
Objectives

$
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Making Strides Through Engagement

Why Engage?

 Attempt to positively influence 

corporate behavior by initiating 

conversation with company 

management on issues of 

sustainability and governance

 Engage with the companies to 

encourage acceptable gains over 

time

Responsible Ownership

 By divesting, we give up influence 

over companies that can be 

attained through proxy votes

 By remaining shareholders, we 

have the ability to provide 

awareness / conscience to the 

board

Opportunity

Most firms, especially mid and small capitalization companies, do not report 

carbon emissions

The challenges of “non-reporters”

8
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To develop a set of disclosure recommendations for 

use by companies in providing information to investors, 

lenders and insurance underwriters about their climate-

related financial risks. 
The goal

• Governance

• Strategy

• Risk Management

• Metrics and Targets

The four 

recommendation 

themes

• Final recommendations were presented to the G20 

Leaders Summit in July 2017.

• Stakeholders – including investors – to engage with 

companies to take up the TCFD recommendations.

Next steps:

Engagement in Action – Task Force on Climate-related Financial Disclosures 

(TCFD)

Source: TCFD - https://www.fsb-tcfd.org/
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Where do YOU go from here?
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The information contained in this document is confidential and is provided solely for presentation at the EPF International Social Security Conference 2017. This is not intended as 

investment advice and is for informational purposes only. This document does not constitute or form part of an offer or solicitation of any offer to buy securities, or engage services, nor 

should it or any part of it form the basis of, or be relied in any connection with, any contract or commitment whatsoever.

Any views and opinions contained in this document are those of  Mellon Capital Management Corporation (“Mellon Capital”) as at the date of issue; are subject to change and should not be 

taken as investment advice. BNY Mellon Investment Management and its affiliates are not responsible for any subsequent investment advice given based on the information supplied.

Mellon Capital is an investment adviser registered with the Securities and Exchange Commission (“SEC”) under the Investment Advisers Act of 1940. Mellon Capital is a wholly-owned 

subsidiary of The Bank of New York Mellon Corporation (“BNY Mellon”).

This presentation does not constitute an offer or solicitation to any person in any jurisdiction in which such offer or solicitation is not authorized or to any person to whom it would be 

unlawful to make such offer or solicitation. This material (or any portion thereof) may not be copied or distributed without Mellon Capital’s prior written approval. Statements are current as of 

the date of the material only.

No investment strategy or risk management technique can guarantee returns or eliminate risk in any market environment. Past results are not indicative of future performance and are no 

guarantee that losses will not occur in the future. Future returns are not guaranteed and a loss of principal may occur.

Charts and graphs herein are provided as illustrations only and are not meant to be guarantees of any return. The illustrations are based upon certain assumptions that may or may not turn 

out to be true.

The indices referred to herein are used for comparative and informational purposes only and have been selected because they are generally considered to be representative of certain 

markets. However, some indices shown may not be the appropriate benchmark for certain strategies. Rather, the information regarding the indices is included merely to show the general 

trends in the periods indicated and is not intended to imply that any portfolio is similar to the indices in composition or risk. Comparisons to indices as benchmarks have limitations because 

indices have volatility and other material characteristics that may differ from the portfolio, investment or hedge to which they are compared. The providers of the indices referred to herein 

are not affiliated with Mellon Capital, do not endorse, sponsor, sell or promote the investment strategies or products mentioned herein and they make no representation regarding the 

advisability of investing in the products and strategies described herein.

Source: MSCI. The MSCI data is comprised of a custom index calculated by MSCI for, and as requested by, Mellon Capital Management Corporation. The MSCI data is for internal use 

only and may not be redistributed or used in connection with creating or offering any securities, financial products or indices. Neither MSCI nor any other third party involved in or related to 

compiling, computing or creating the MSCI data (the "MSCI Parties”) makes any express or implied warranties or representations with respect to such data (or the results to be obtained by 

the use thereof), and the MSCI Parties hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to such 

data. Without limiting any of the foregoing, in no event shall any of the MSCI Parties have any liability for any direct, indirect, special, punitive, consequential or any other damages 

(including lost profits) even if notified of the possibility of such damages.

Data provided is for informational purposes only and may not be used for any other purpose including as the basis for any other fund, derivative or financial product. The funds or securities 

referred to herein are not sponsored, endorsed or promoted by MSCI, and MSCI bears no liability with respect to any such funds or securities or any index on which such funds or securities 

are based.

BNY Mellon is the corporate brand of The Bank of New York Mellon Corporation and may be used as a generic term to reference the corporation as a whole and/or its various subsidiaries 

generally. Products and services may be provided under various brand names in various countries by duly authorized and regulated subsidiaries, affiliates, and joint ventures of The Bank 

of New York Mellon Corporation. Not all products and services are offered in all countries.

BNY Mellon will not be responsible for updating any information contained within this material and opinions and information contained herein are subject to change without notice. 

BNY Mellon assumes no direct or consequential liability for any errors in or reliance upon this material. This material may not be reproduced or disseminated in any form without the 

express prior written permission of BNY Mellon. 

©2017 The Bank of New York Mellon Corporation. All rights reserved. Approval code: AP2593-12-07-2017 (3M) 
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