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Thermal coal will be excluded completely
from all our investments
About 40% of global power production is still coal-fired.

Alain PITOUS
Director for Responsible Finance - OFI AM

In 2030, OFI AM will no longer
carry any exposure to any
thermal-coal-related company.
Our commitment is in response
to the climate emergency and
is part of our approach as a
responsible investor with regard to our clients, partners
and shareholders.
Our thermal coal exposure includes
both coalmining and coal-fired power
generation. Our commitment obviously
covers all geographical areas and asset
classes.
This commitment addresses the priority being given to climate beyond any
short-term considerations. It follows
up on the Paris Agreement to keep
the increase in global warming under
2°C by 2100. This target date may be
seen far off but in reality will require
full mobilisation and the adoption of
a true climate state of emergency.
Various expert reports agree that
meeting this target will require many
things but, above all, shutting thermal
coal power generation plants.

Coal continues to dominate global
power generation, accounting for more
than 40% of the total . Moreover, coal
is the fossil fuel that emits the most
greenhouse gases, far more than oil
and natural gas. Power generated
from thermal coal is at least twice as
carbon-intensive as natural gas. Lastly,
coal accounts for 45% of global CO2
emissions!
The risk that coal will become a
“stranded asset” – i.e., an asset that is
vulnerable to a sudden devaluation
brought on by a shift in legislation,
environmental regulation restrictions,
or technological disruptions – increases each day. In fact, not all coal reserves
will ultimately find some use. Investing
in a thermal coal-related company is
therefore a poor environmental and
social choice, but also a poor financial
decision. Several coal-related companies are already experiencing financial
problems and subpar market performances.
To implement this coal-exist strategy,
OFI AM has decided to exclude from
its investments those companies that
fail to comply with the thresholds on
the Global Coal Exit List (GCEL) drawn
up by Urgewald, a non-government
organisation. Our investment policy
is already compliant with 2019 GCEL
thresholds and will meet the 2020
thresholds by 2021. However, a waiver
is possible for greenhouse gas emitters on the list that can prove that they
have made efforts to align their emissions on a trajectory “well below 2°”,
based upon the approval of the Science
Based Target initiative.

OFI AM reserves the right to buy green
bonds issued by companies on the
GCEL list.
Urging those companies concerned
to beginning planning to phase out
their coal facilities.
For companies tempted to develop
new coal-related investment projects,
our engagement policy will consist
in persuading them to do otherwise.
But we are also aware of how hard a
phase-out would be for companies that
already possess thermal coal assets.
They will be urged to adopt and implement plans to gradually shut down
their coal-related facilities.
In concrete terms, we reject any investment in company that is developing
new thermal coal-based
projects,
regardless of the project’s size. Beginning 2021, we will no longer invest
in companies that generate at least
20% of their revenues from thermal
coal-related activities, down from 30%
currently. Under a similar approach,
we will be limiting our investments in
companies whose thermal coal-based
power generation does not exceed
20% (down from 30% currently).
Lastly, beginning next year, we will
invest in no company whose thermal
coal production exceeds 10m tonnes
(down from 20m tonnes currently). The
installed capacity of coal-fired power
plants of companies we invest in must
not exceed 5 GW in 2021 (down from
10 GW currently).
This gradual and responsible approach
will lead to our total exit from thermal
coal no later than 2030.
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