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Climate change may threaten $2.5 trillion in
assets: study

April 4 2016

A sand berm created by city workers to protect houses from El Nino storms and
high tides is seen at Playa Del Rey beach in Los Angeles, California on
November 30, 2015

Trillions of dollars' worth of financial assets may be under threat from
global warming's effects by 2100, climate economists warned on
Monday.
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If warming reaches 2.5 degrees Celsius (4.5 degrees Fahrenheit) over pre-
Industrial Revolution levels by 2100, investments worth some $2.5
trillion (2.2 trillion euros) may be in danger, a team reported.

This was equal to half the current estimated stock market value of fossil-
fuel companies.

But even if the 2 C warming agreed by the world's nations in Paris last
December is achieved, the value of assets at risk would be $1.7 trillion,
they wrote in the journal Nature Climate Change.

Climate change can destroy assets directly through sea-level rise for
example, by depreciating their value, or by disrupting economic
activities lower down the chain through drought or freak storms.

A lot of research has focused on the oil, coal and gas investments that
will be lost if the world turns its back on fossil fuels in favour of
sustainable energy in line with the 2 C target.

The new study attempts to break new ground with the first-ever estimate
of a direct impact of climate change on the value of financial assets
themselves.

The projections, using mathematical models, were based on an estimated
value of $143.3 trillion for global non-bank financial assets in 2013, as
determined by the Financial Stability Board watchdog, the team said.

At warming of 2.5 C, they wrote, some 1.8 percent of global financial
assets could be at risk.

But this could rise to as much as $24 trillion in worst-case-scenario
warming.
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Lesser evil

Scientists estimate we are on course for warming of about 4 C or more
based on current greenhouse gas emission trends, or about 3 C if nations
meet the emissions-curbing pledges they filed to back up the Paris
climate agreement.

"When we take into account the financial impacts of efforts to cut
emissions, we still find the expected value of financial assets is higher in
a world that limits warming to 2 C," said co-author Simon Dietz of the
Grantham Research Institute on Climate Change.

"This means risk-neutral investors would choose to cut emissions, and
risk-averse investors would be even more keen to do so."

Climate change should be an important issue for all long-term investors,
such as pension funds, as well as financial regulators, added Dietz.

Sabine Fuss of the Mercator Research Institute on Global Commons and
Climate Change in Berlin, said it was not the final word on the topic, but
the study did demonstrate that climate risks to the financial system may
be substantial.

"This undermines both the need for full disclosure so that climate risks
can be assessed and portfolios adjusted accordingly, and the need for
more research to develop comprehensive estimates of the risk of such
losses," she wrote in a comment published by the same journal.

More information: Nature Climate Change,

nature.com/articles/doi:10.1038/nclimate2972
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