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Mobilizing capital towards a 

low-carbon economy 



Empower investors 

to identify and 

switch off capital to 

the highest cost, 

highest carbon 

projects. 

Work with financial 

regulators to bring 

transparency on 

climate and 

stranded asset risk 

and the fossil fuel 

risk premium. 

Engage with 

companies to re-

assess both the 

viability of such 

projects and of 

their business 

model. 

Educate 

mainstream 

financial markets 

and policy-makers 

over the risk of a 

disorderly 

transition. 

Who Are We? 

Identity 

Mission 

Strategy 

Carbon Tracker is a non profit financial think tank. 

To enable a climate secure global energy market by aligning 

the capital markets with climate reality. 

To provide the financial and regulatory analysis to ensure 

that the risk premium associated with fossil fuels is correctly priced. 

How 
Mapping the transition for the fossil fuel industry to stay  

within a two degree budget. 



We know that the financial markets can be structurally flawed 

and that an inadequate response to climate change is one of 

these failings. 

 

 

 

We need to level the playing field between  

business as usual fossil fuel investment  and low carbon investment. 

Challenge: Articulating the Fossil Fuel Risk Premium 



The Solution 

Investment chain 

• Pension Funds 

• Investment 

Advisors 

• Fund Managers 

• Rating Agencies 

• Equity Analysts 

• Corporate    

Advisors 

• Companies 

• Financial 

Regulators 

Carbon 
Tracker 

Carbon Tracker is focusing on financial 

arguments which complement the moral and 

environmental arguments developed by others. 

 

Carbon Tracker translates these into the 

specific triggers around risk and return relevant 

to the different parts of 

the investment chain. 

 

The macro concepts are now being  

developed into investor tools  

to be applied at the company  

and project level. 

 

Current targets include  

regulatory oversight  

and investor policy. 

$20+ trillion $200 billion 



To do so, we translate climate science and policy 

 into the language of finance in a form which is relevant today. 

We aim to enable a climate secure global energy market  

by aligning capital market actions with climate reality.  

Our formula 



Carbon Tracker has 'allocated' to the listed fossil fuel companies a 

Carbon Budget to 2050 with 80% likelihood of staying below the 2˚C threshold. 

Such carbon Budget could be broken in few decades. 

What is the Carbon Bubble? 



Fossil Fuel Risk 

Premium 

Carbon Tracker reframed the climate debate by revealing the extent 

of misalignment between global financial markets and climate 

security.”  

Guardian Sustainable Business Awards, Innovative Communications 2014  

Fossil fuel energy sources which cannot be burnt if the world is 

to adhere to a given carbon budget. 
Unburnable 

Carbon 

Stranded Assets 

Energy resources which, at some time prior to the end of their 

economic life, are no longer able to earn an economic return as a 

result of changes in the market and regulatory environment 

associated with the transition to a low-carbon economy. 

Wasted Capex 

High cost capital expenditures fossil fuel projects are usually the 

most carbon-intensive ones and require high break-even prices to 

profitable. They can potentially become wasted capital in a 

demand and carbon constrained world. 

Additional factor which needs to be integrated into analysis  of 

high-cost high-risk fossil fuel assets to ensure climate risk is 

priced properly, and capital is allocated to align with the 

transition to a low carbon future. 

Creating a new financial lexicon 



Low demand 

scenario 

2°C reference 

scenario 

New oil sands 

Carbon Supply Cost Curves: Oil 



World Disarmament 

required counting 

nuclear weapons 
AS 

World Decarbonisation 

requires tracking 

fossil fuel capex  
SO 

Capex Tracker: Counting Climate Missiles 

Leading Indicator: is the risk being managed?  



The Orderly V Disorderly Transition: And Financial Stability 



Action Points 

for  

Investors 

Understand and manage 

risk exposure of portfolio 

to the upper end of the curves. 

Identify companies with 

majority of capex 

in high cost projects. 

Set thresholds 

for exposure 

to high cost and 

high risk projects. 

Make it known to 

companies that you are  

seeking value not volume. 

Ensure remuneration policies  

at companies are consistent  

with shareholder returns objectives. 

Require improved 

disclosure of demand 

and price assumptions. 

Support transparency of company 

exposure to the cost curves and  

impairment trigger points. 

Focus engagement 

on projects 

requiring breakeven 

price above those 

Identified. 



Action Points 

for  

Regulatory 

Reform 

Require in investor and 

listing documents the 

emissions potential of 

reserves and 

emissions 

trajectory assumptions 

that underpin their 

viability 

Require fossil fuel  

companies 

to provide details of  

their assessment of  

climate-related risk 

including aggregate  

demand and price 

impacts 

Require stress-testing of how reduced demand and price could  

affect the fossil fuel reserves and resources of a company 

Financial policy-makers have a key role 



Regulators are starting to move 

“The vast majority of reserves are unburnable if global temperature rises 
are to be limited to below 2⁰C. […]  The tragedy of the horizons could 
cause market failure.” 

 

“We [Bank of England] will be deepening and widening our inquiry into 
stranded assets and I expect the Financial Policy Committee to also 
consider this issue as part of it’s regular horizon scanning work on 
financial stability risks”  

 

 

Mark Carney, Governor of the Bank of 
England, October, 2014 

Will other regulators internationally follow suit,  
particularly global financial and fossil fuel  
centres such as US, Canada, EU and China? 

http://www.theguardian.com/environment/2014/oct/13/mark-carney-fossil-fuel-reserves-burned-carbon-bubble
http://www.theguardian.com/environment/2014/oct/13/mark-carney-fossil-fuel-reserves-burned-carbon-bubble
http://www.theguardian.com/environment/2014/oct/13/mark-carney-fossil-fuel-reserves-burned-carbon-bubble
http://www.theguardian.com/environment/2014/oct/13/mark-carney-fossil-fuel-reserves-burned-carbon-bubble


• CTI is a non-profit company set-up to produce new thinking on climate risk.  CTI publishes its research for 
the public good in the furtherance of CTIs not for profit objectives. Its research is provided free of charge 
and CTI does not seek any direct or indirect financial compensation for its research. The organization is 
funded by a range of European and American foundations. CTI is not an investment adviser, and makes no 
representation regarding the advisability of investing in any particular company or investment fund or other 
vehicle. A decision to invest in any such investment fund or other entity should not be made in reliance on 
any of the statements set forth in this publication.  

 
• CTI has commissioned Energy Transition Advisors (ETA)to carry out key aspects of this research. The 

research is provided exclusively for CTI to serve its not for profit objectives. ETA is not permitted to 
otherwise use this research to secure any direct or indirect financial compensation. The information & 
analysis from ETA contained in this research report does not constitute an offer to sell securities or the 
solicitation of an offer to buy, or recommendation for investment in, any securities within the United States 
or any other jurisdiction. The information is not intended as financial advice. This research report provides 
general information only. The information and opinions constitute a judgment as at the date indicated and 
are subject to change without notice. The information may therefore not be accurate or current. The 
information and opinions contained in this report have been compiled or arrived at from sources believed 
to be reliable in good faith, but no representation or warranty, express or implied, is made by CTI or ETA as 
to their accuracy, completeness or correctness. Neither do CTI or ETA warrant that the information is up to 
date.  

 
• The underlying analysis in this report, prepared by CTI-ETA, is based on cost and supply data licensed from 

the Global Economic Model of Wood Mackenzie Limited.  Wood Mackenzie is a Global leader in commercial 
intelligence for the energy, metals and mining industries.  They provide objective analysis on assets, 
companies and markets, giving clients the insights they need to make better strategic decisions.   The 
analysis presented and the opinions expressed in this report are solely those of CTI-ETA.   

 
 

Disclaimer 



Thank you. 

Anthony Hobley 
CEO, Carbon Tracker Initiative 
 
www.carbontracker.org 
@carbonbubble 

http://www.carbontracker.org

