Leading investor group tells companies
to set out climate crisis plans
Investment Association gives UK companies three years to explain
how they will adapt
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The Investment Association says companies must explain in their annual reports how they plan to measure and
manage the threat of global heating. Photograph: Chris Radburn/PA

An influential group of investors is for the first time demanding that all UKlisted companies disclose how the climate emergency will impact their business.
The Investment Association, which represents 250 members with £7.7tn under
management, has set a three-year deadline for companies to explain in their
annual reports how they plan to measure and manage the threat of global
heating.
It comes amid fears that shareholder investments could end up being worthless
if companies fail to adapt their business models appropriately.
Andrew Ninian, the IA’s director of stewardship and corporate governance,
said: “With one-third of the FTSE owned by IA members, our industry is
looking to the UK’s largest listed companies to demonstrate that climate change

is being taken seriously in boardrooms.
“Climate change could result in a significant loss of value in companies if risks
are not effectively measured and managed, ultimately hitting savers’ pockets.
Companies need to be looking at the impact of climate change on their business,
products and strategy and set out to investors how they are responding to these
risks.”
The IA is instructing all listed companies in the UK to comply with standards set
by the Task Force on Climate-related Financial Disclosures (TCFD), which
outlines how companies should calculate and disclose their exposure to climate
risk to investors, by 2022.
“This will see companies reporting on climate-related risks in a consistent, clear
and comparable manner, enabling investment managers to make betterinformed investment decisions,” the IA said.
It came after the group discovered that only 30 companies on the FTSE 100 had
implemented the TCFD recommendations, though the quality of those
disclosures varied. A further 53 mentioned some type of climate-related risks,
but fell short of those standards.
The group expects companies to consider different scenarios, reflecting how
incremental degrees of global heating and government policies may affect their
income and supply chains.
The IA said it would also continue to press companies on other major
governance issues over the upcoming AGM season, focusing on gender and
ethnic diversity, executive pay, including pensions, and the quality of audit.
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Investors are facing scrutiny like never before

Ever wondered if your bank or insurance company is funding the coal industry? Or whether your pension fund is backing oil companies
drilling new wells in the Arctic?
Investors are facing scrutiny like never before about what they're doing to tackle climate change. And the Bank of England has now launched
a push to engage the entire business world.
The aim is to get every company, large or small, to think about global warming as a normal part of their decision-making. And the hope is this
will encourage them to come up with plans to become carbon neutral or "net zero".
This comes amid a flurry of climate announcements from some very big corporate names.
The oil giant BP has pledged to be net zero by 2050 and the world's largest asset manager, Blackrock, has warned companies that it won't
invest in them unless they try to decarbonise.
There's a series of moves to involve private finance in the run-up to the crucial COP26 climate summit in Glasgow later this year.

Public exposure
The diplomatic focus at that event will be on whether the world's governments commit to deeper cuts in the gases that are heating the planet.
But it's also seen as vital to persuade business to take action in ways that avoid the most dangerous effects of rising temperatures.
One plan is to boost the number of banks, insurers and pension funds signed up to be more open about their carbon footprints and plans to
improve them.
Known as the TCFD - or Task Force on Climate-related Financial Disclosures - the project already has the backing of companies with
balance sheets worth a total of $135tn.
Under this system, there are no obligations on business leaders to come up with plans to go net zero, but if a company is not taking much
action, that fact will be exposed to public gaze.
And already investors with $5tn in assets have committed to making sure their portfolios are carbon neutral by 2050.

Mark Carney says climate risk management must be "transformed"

Another initiative was launched last year for banks to "stress test" the risks they face of losing money as the world moves away from fossil
fuels.
For example, loans to coal-fired power stations could turn bad if a government decides to phase out coal power sooner than expected,
leaving the bank with what are called "stranded assets".
Central to this process is Mark Carney, the governor of the Bank of England, who is the prime minister's finance adviser for the climate summit
and also a special envoy for the UN secretary-general.
Speaking at an event to launch this agenda, he said: "Given the scale of the climate challenge and the rising expectations of our citizens,
2020 must be a year of climate action where everybody's in, and that includes the world's leading financial centre.

"To identify the largest opportunities and to manage the associated risks, disclosures of climate risk must become comprehensive, climate risk
management must be transformed, and investing for a net zero world must go mainstream."
In his first public comments as business secretary and president of the summit, Alok Sharma echoed the appeal for the corporate world to
support the move to net zero.
Describing this year as "pivotal for the planet", he told the gathering that dealing with climate change was not just for governments.
"We are calling on action from everyone - businesses, civil society and each part of the global financial system to meet the Paris agreement
goals."

