
History may well look back on 
2019 as the year the world fi-
nally woke up to the threats 
posed by climate change. Yet, 
with the negotiation failures 

that occurred at COP25, the year ended on 
a significant downer. United Nations climate 
expert Alden Meyer summed things up when 
he reported an “almost total disconnect” be-
tween the science and what negotiators de-
livered at the 2019 United Nations Climate 
Change Conference in Madrid.1

A key question to ask now is how can 
the capital markets be corrected so that they 
amplify rather than undermine the ambition 
within the Paris Agreement?

Recent years have seen huge progress in 
the thinking in this area, through work by 
the UN, World Bank, the Organisation for 
Economic Co-operation and Development, 
the European Union, Financial Stability 
Board (FSB), and the national governments 
of the UK, Canada, Norway, China, Singa-
pore, and Malaysia. The UK Treasury’s first 
ever Green Finance Strategy (GFS) was 
launched in July 2019.2

Amplify Ambition

Can the capital markets be corrected so 
that they amplify the ambition within the 
Paris Agreement?

Yet while these initiatives are welcome, 
they will be ineffective unless they are part 
of a more globally co-ordinated strategy and 
response. This is why establishing an Inter-
national Panel on Climate Finance (IPCF) 
could play a vital role.

The IPCF should be a capital market-fo-
cused equivalent to the Intergovernmental 
Panel on Climate Change, which focuses on 
the science around climate change. It would 
provide market-based analysis on the impact 
of climate policy. Observations would be se-
cured from the various market disclosures by 
companies and investment analysts from dif-
ferent sectors and regions. The report would 
be issued annually and serve as a market test 
of policy effectiveness. It would facilitate the 
oversight of Article 2.1c of the Paris Agree-
ment, which calls for the “consistency of 
finance flows with a pathway towards low 
greenhouse gas emissions and climate-resil-
ient development.”

In order to be effective, the IPCF should 
serve three core functions.

The IPCF should ‘take the temperature’ 
of each member state by assessing the global 
warming potential embedded in their do-
mestic financial markets.

Market Thermometer

First, it should act as a market thermom-
eter. On an annual basis, the IPCF should 
‘take the temperature’ of each member state 
by assessing the global warming potential 
embedded in its domestic financial markets.

As such, the body would undertake mar-
ket-based analysis and determine the degree 
to which global stock exchanges, financial 
market participants, and capital flows are in 
line with or deviating from the goals of the 
Paris Agreement to “keep temperatures to 
well below 2°C above pre-industrial levels.. 
Observations would need to be secured from 
the various market disclosures by companies 
and investment analysts from various sectors 
and regions including, but not limited to, the 
FSB Task Force on Climate-related Disclo-
sure reports.

In effect, the IPCF annual report should 
serve as a market test of policy effectiveness 
and be provided to politicians, negotiators, 
and policymakers at each Conference of Par-
ties (COP) to better inform them about the 
view of capital market participants on the 
likelihood of the delivery of the Paris Agree-
ment. This report would also better inform 
businesses, investors, and the public.

The IPCF should provide bi-lateral ad-
vice and capacity building for governments

The IPCF’s second function would entail 
capacity building for member states. Based 
on its findings, the IPCF should provide 
bilateral advice and capacity building for 
governments in relation to two related ar-
eas: best practice in the policy options for 
reducing the global warming potential of 
their markets in a way that facilitates a just 
transition and the production of the member 
state’s own national capital-raising plans.

The IPCF should work closely with the 
UN, IMF, and World Bank to create a global 
climate capital-raising plan

Third, the IPCF should work closely 
with the UN, IMF and World Bank to cre-
ate a global climate capital-raising plan. This 
would both inform and be built upon na-
tional capital-raising plans. The Internation-

al Energy Agency (IEA) estimates that we 
need $1 trillion each year to move the econo-
my onto a net-zero carbon basis.3 To put this 
in context, the Marshall Plan to rebuild Eu-
rope post World War II cost $13.3 billion at 
the time, or $103.4 billion in today’s money. 
The Apollo program cost $25.4 billion at the 
time, or about $150 billion in today’s terms. 
In other words, the world needs to mobilise 
four times the Marshall Plan plus the Apollo 
program, each year.

There is no shortage of capital to fund the 
climate transition. What is lacking is a clear 
plan and the financial incentives to deliver.

Clear Plan

While this is a vast amount of money, the 
stock of capital in the capital markets is over 
$300 trillion. There is no shortage of capital 
to fund the climate transition. What is lack-
ing is a clear plan and the financial incentives 
to deliver. The capital-raising plans co-ordi-
nated by the IPCF would include a view on 
the infrastructure required, capital involved, 
and the financing that could be raised via in-
frastructure investment, project finance, cor-
porate debt, foreign direct investment, and 
equity investment as well as sovereign and 
multilateral development bank debt.

Every part of society needs to take strong 
and urgent action in the face of climate 
change. And while capitalism is viewed by 
many as the main reason for the crisis we 
are in, to help solve the massive and complex 
task ahead we will need to harness the in-
novation and creativity that a market-based 
system incentivises. A Green New Deal, 
complemented by the IPCF, is desperately 
needed to bring cohesion to the currently 
confused global climate strategy. BPM
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