
It’s 2020, there’s a global climate/ecological 
emergency, and philanthropies must 
divest from fossil fuels – to protect their 
beneficiaries’ human rights, their own 
reputations, and their finances.
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A global emergency: 
Climate breakdown 



Our global reserves of oil, gas and coal have been formed 
over 300 million years.  
 
In just three generations, we’ve burned half the oil 
formed by photosynthesis over eight million generations.  

We’ve doubled the concentration of carbon dioxide 
(equiv.) in the atmosphere,  

and we’ve done it 10 times faster than the fastest past 
natural warming events in Earth’s 4-billion year history.
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–  UN Environment Programme

‘Anthropogenic climate change is the largest, 
most pervasive threat to the natural 
environment and human rights of our time.’ 



• Heat death 

• The end of food 

• Climate plagues 

• Unbreathable air 

• Perpetual war 

• Permanent 
economic 
collapse 

• Poisoned oceans
These are the sub-heads from NY Magazine’s ‘Uninhabitable Earth’ article… 
Some worst-case scenarios based on current trends. Many scientists seem 
themselves to have difficulty contemplating worst case scenarios. Read 
more: https://nymag.com/intelligencer/2017/07/climate-change-earth-too-
hot-for-humans.html
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As the Earth warms, the risk of hitting ‘tipping points’ increases.  
Tipping points are natural feedbacks that accelerate the human 
influence on the climate. Once triggered, impossible to stop.

• West Antarctic ice sheet 
disintegration 

• West African monsoon shift 

• Boreal forest shift 

• Atlantic meridional overturning 
circulation breakdown

• Permafrost loss 

• Amazon rainforest dieback 

• Greenland ice sheet disintegration 

• Indian monsoon shift 

• Coral reef die-off

Read more: https://www.carbonbrief.org/explainer-nine-tipping-points-that-could-be-triggered-by-climate-change



Richest 20% of the world are responsible for ~70% of emissions

•The richest 10% of the 
world’s population are 
responsible for 49% of 
emissions 

•The poorest 50%, who 
will suffer most from 
climate change, are 
responsible for only 
10% of emissions.  

Source: Oxfam, ‘Extreme carbon 

inequality’, 2015. 



UN Environment Programme: ‘What do we need to do 
to limit global warming and act on climate change?’

• To prevent warming beyond 1.5°C, we need to reduce 
emissions by 7.6% every year from this year to 2030. (EGR, 
2019) 

• 10 years ago, if countries had acted on this science, 
governments would have needed to reduce emissions by 
3.3% each year. Every year we fail to act, the level of 
difficulty and cost to reduce emissions goes up. (EGR, 2019)





– Christiana Figueres, former executive secretary, UN Framework Convention on Climate Change (The 
Observer, 15 Feb 2020)

‘This is the decade in which, contrary to everything humanity has 
experienced before, we have everything in our power. We have the 

capital, the technology, the policies. And we have the scientific 
knowledge to understand that we have to halve our emissions by 

2030.’



Governments are not meeting the targets they set at Paris 
in 2015: limiting warming by 2100 to 1.5 degrees. Unless 
real cuts are made fast, we’re headed for 3–4C by 2100



A global financial emergency?



Why divest?

• To protect your finances against declining and stranded assets, and a 
possible carbon bubble.  

• To make more capital available for the sustainability transition. 

• To send a clear social signal that fuelling climate change without a plan for 
very rapid decarbonisation is no longer morally acceptable.



– Buddhist proverb

‘Those who spend too long in a privy soon 
forget the smell.’



Some risks of continued investments in fossil fuels
Global / Systemic Financial

Accelerating climate breakdown
 Catastrophic under-investment in the green 

economy needed to avert the worst dangerous 
climate change.

Continued decline or crippling of the South 
African economy by the negative external effects 

of fossil fuels: climate breakdown, economic 
volatility, deadly air pollution, excessive water 
use, corruption, commodity price volatility and 

poor governance.

Ongoing reduced returns on investments

Warfare and global instability Missed opportunities for investments in the green 
economy.

Global financial collapse – carbon bubble Stranded assets

Losses in a carbon bubble scenario



 Carbon bubble risk: Sudden rapid devaluation of 
remaining fossil fuel assets

‘[Bank of England governor 
Mark] Carney is the latest 
high profile figure to lend 
his weight to the “carbon 
bubble” theory, which 
warns that fossil fuel 
assets, such as coal, oil and 
gas, could be significantly 
devalued if a global deal to 
tackle climate change is 
reached.’



‘Detailed simulations produced 
by an international team of 
economists and policy experts 
show this fall in demand has the 
potential to leave vast reserves of 
fossil fuels as "stranded assets": 
abruptly shifting from high to low 
value sometime before 2035. 

Such a sharp slump in fossil fuel 
price could cause a huge 
"carbon bubble" built on long-
term investments to burst. 
According to the study, the 
equivalent of between one and 
four trillion US dollars could be 
wiped off the global economy in 
fossil fuel assets alone.’



Scope of international divestment 
movement: July 2019



Scope of international divestment movement: 
January 2020: $4 trillion increase in 6 months



Your choices as an asset owner

Responsible investment in practice:  
Re-weighting, divestment, engagement, seeking alternatives.

Strategy What it is Advantages Disadvantages

Re-weighting
Index-led or supported, 

selling down ‘bad’ shares, 
buying more ‘good’ ones

Reduces risk, cheap if 
index-led

Can be little more than 
greenwashing, stranded 

asset risk

Divestment Selling off bad shares
Powerful social signal, 
increasingly powerful 

financial signal, cuts risk

Reduces engagement 
influence

Engagement
Influencing or pushing 

investee companies into 
better practices

Some efficacy on non-core 
issues, great excuse not to 

divest, apparently.*

High input strategy, little 
evidence it changes core 

business practices

Seeking unlisted 
alternatives, e.g. private 

equity

Investing in companies 
that are unlisted.

Potentially very high 
returns

ESG screening tricky, high 
expertise, higher-risk



* ‘Divestment is not an effective strategy, as it would stop 
us pushing for change as active shareholders.’ – Allan Gray

• The UN Framework Convention on Climate Change was signed in 1992. Carbon 
Tracker identified stranded asset risk in 2011. Allan Gray started engagement on 
climate change in… ~2018. 

• There are no examples of companies changing their core business models in 
response to shareholder pressure. 

• The fossil fuel industry is particularly resistant to shareholder pressure. 

• Meaningful engagement requires substantial resources: time, money, research. 
Few asset owners have the required resources. 

• If you really want to engage while watching your assets burn, partially divest AND 
engage, setting targets for reinvestment.



• ‘expecting engagement to change 
the fossil fuel industry ignores 
decades of evidence to the contrary.’ 

• ‘Shareholder activism has proved to 
be an effective tactic when focused 
on changing an ancillary piece of a 
company’s business – reforming 
sweatshop conditions in Nike’s supply 
chain, for example. But it is the 
wrong tool to deploy on an industry 
that must fundamentally change. Any 
engagement with the fossil fuel 
industry, short of a demand for 
managed decline and a halt to new 
fossil fuel investment, has become 
financially unsound.’

– Tom Sanzillo, former first deputy comptroller of New York State



‘You cannot have the same 
conversation for 15 years with no 
results’, says Legal & General 
Investment Management (a $1.3 
trillion fund manager) and one of 
Exxon’s top 20 shareholders. 

•They tried engaging with Exxon.  

•They then backed shareholder 
resolutions.  

•Now they're divesting.

Source: https://www.bloomberg.com/news/articles/2019-08-07/big-money-starts-to-dump-stocks-that-pose-climate-risks



World’s largest 
asset manager is 
’exiting 
investments that 
present a high 
sustainability-
related risk, such 
as thermal coal 
producers’



‘FINANCIAL INSTITUTIONS ARE NOW ABANDONING THE THERMAL 
COAL INDUSTRY at a significant and increasing rate. Since 2018, a financial 
institution has announced a restriction on coal financing every two weeks on 
average. In the first half of 2019, that rate increased to one per week and 
well over 100 financial institutions around the world, including South African 
banks, have formal coal exclusion policies now in place.’ 

– ‘South African Coal Exports Outlook Approaching Long-Term Decline’, Simon Nicholas, Energy 
Finance Analyst &Tim Buckley, Director of Energy Finance Studies, September 2019.  

https://ieefa.org/wp-content/uploads/2019/09/South_Africa_Coal_Exports_Outlook_Sept-2019.pdf 



Will we lose money if we divest? 

You’ve probably lost money already because you haven’t.



‘Investing in sustainability has usually met, and often 
exceeded, the performance of comparable traditional 
investments. This is on both an absolute and a risk-adjusted 
basis, across asset classes and over time.’ 

– Morgan Stanley, 2015. ‘Sustainable Reality: Understanding the 
Performance of Sustainable Investment Strategies’, Morgan 
Stanley Institute for Sustainable Investing.  

This study assessed over 10,000 funds and managed accounts.  



Will we lose money if we divest? Evidence suggests not.



ET Index Research: Performance of divested SWIX with 76% carbon emissions intensity reduction

Will we lose money if we divest? Evidence suggests not.
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Fossil Fuel Free 
Analysis: Risk/Return 
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 Source: S&P Dow Jones Indices LLC.  Data as from Dec. 31, 2012, to August 31, 2017.  Index performance based on total return in ZAR.  Past performance is no guarantee of future results.  Chart is 
provided for illustrative purposes and reflects hypothetical historical performance.  Please see the Performance Disclosure at the end of this document for more information regarding the inherent 
limitations associated with back-tested performance. 
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SA DSW SA Fossil Fuel Free 
(FFF) 

Annualized Return (%) 9.0% 14.2% 

Annualized Risk (%) 10.5% 10.6% 

Risk-adjusted Return 0.85 1.35 

Will we lose money if we divest? Evidence suggests not.

South Africa Domestic Shareholder Weighted (DSW) 
Fossil fuel free

Unpublished research by a leading financial services data provider for Fossil Free SA on possible fossil fuel-free indices for SA. 



And that’s before we consider carbon bubble risk

Impacts of early and late carbon bubbles on hypothetical portfolio.







Croatan Institute, Divest Invest Philanthropy: Five Years 
After Launch: feedback from 200 philanthropies

• Today, 97% of the respondents pledging in 2014 now hold 1% or less of their portfolio in fossil 
fuels, all while maintaining or improving their expected risk-return profiles. 

• Of the newer signatories, 89% have already divested from the CU 200, putting them ahead of 
schedule on meeting the 5-year Divest Invest pledge. 

• Approximately half of respondents have 10% or more of their portfolios invested in climate 
solutions, well above the 5% threshold of the Divest Invest pledge. 

• 46% of foundations responding have now divested from fossil fuels across 8 or more asset classes, 
beyond the original pledge requirement to divest from fossil fuel in only stocks and bonds. 

• The vast majority of respondents, 94%, said that their financial performance since taking the 
pledge has been positively or neutrally affected. 



Fossil Free SA: Past achievements
• With 350 Africa, we helped push the City of Cape Town to become the first African city to 
commit to divestment from fossil fuels in 2017. 

• Our lobbying, with the endorsement of Archbishop Emeritus Desmond Tutu, successfully 
pushed the University of Cape Town to become the first African university with a responsible 
investment committee in 2018, and we have now twice passed votes at UCT’s Convocation 
for the university to divest. 

• We held successful workshops on divestment for asset managers in 2017 and, in 
partnership with the UN-supported Principles for Responsible Investment, for retirement 
funds in 2019. 

• Our 2018 Spotlight Campaign started pressuring asset managers to create fossil-free 
funds. 

• We’ve built up a substantial body of expertise and connections on the climate, finance and 
responsible investment nexus in South Africa.



Fossil Free SA: Our plans for 2020
• Nudge/pressure the University of Cape Town to divest 

from climate-breaking fossil fuels, urging it to partner 
with other SA universities and philanthropies in a 
coalition to pioneer real socially responsible funds in SA. 

• Coordinate campaigns by individual investors in SA’s top 
asset managers and the Government Employees Pension 
Fund to demand fossil-free retail investments.



When philanthropies invest in fossil fuel 
companies, they impose immense costs 

on the rest of society. 
 

We analysed what that cost is in the 
case of Sasol: a very conservative 

estimate of the climate damage done 
by its annual emissions.



• The ‘social cost of carbon’ is an 
estimate of the costs of carbon 
pollution to society via climate 
damages. 

• Estimates range from $40 per tonne 
of CO! (Obama administration) to 
$200 (Moore & Diaz, 2015), to much 
higher.  

• Sasol’s total global emissions 67,6 
million tons (Mt) of CO! emitted in 
2017 has an annual cost to society of 
R191 billion (compared to earnings of 
R17,7 bn for year ending June 2018).

Sources: Sasol Integrated Report Suite 2017, ‘Temperature impacts on economic 
growth warrant stringent mitigation policy.’ Frances C. Moore"&"Delavane B. Diaz, 
Nature Climate Change"5, pp. 127–131"(2015). Earnings figures from Sasol Integrated 
Report 2018, p. 64. 

Links: https://www.sasol.com/extras/SR_2017/environmental/climate-change-and-energy-efficiency.php, 

https://www.sasol.com/sites/default/files/financial_reports/Sasol%20IR_Web.pdf



– Robert Massie, senior advisor, Boston Common Asset Management

’Well, I’ve heard [this claim] that divestment is ineffective and I would like to suggest otherwise. 
Taking the South African case, where I wrote a 700-page book on it, it’s absolutely true it had no 
effect on the stock price and that’s totally irrelevant. At no point during the South African divestment 
or in the fossil fuel movement does anyone care about the stock price of these companies. If you 
look at it through finance, you see no effect and therefore you conclude that there’s been no impact. 
But if you look at it through the discipline of history, you see that it’s incontrovertible that step by 
step by step it was the South African divestment movement that changed the public discourse, that 
transformed the decisions of corporations to get out of South Africa and our government, led by a 
Republican Senate, to pass a comprehensive sanctions bill. Well, one of the things that’s fascinating 
about it is that climate change has been one of those problems where we’ve been hoping that 
someone else would do something about it. But divestment has the impact of saying, what are your 
direct responsibilities? If you own stock in Exxon, if you’re receiving dividends from Exxon whose 
business model is to destroy the planet, do you feel comfortable with that? Do you endorse what 
they’re doing? Normally, when you own a stock, you’re endorsing their business plan. And so instead 
of pushing this off to someone else, it transforms people and institutions exactly as a democracy 
should.’

https://dianerehm.org/shows/2015-07-01/environmental-outlook-the-growing-fossil-fuel-divestment-movement



It’s 2020, there’s a global climate/ecological 
emergency, and philanthropies must 
divest from fossil fuels – to protect their 
beneficiaries’ human rights, their own 
reputations, and their finances.
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