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Climate Change: 

Biggest Market Failure

24 September 2020
Steve Waygood
Chief Responsible Investment officer
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Aviva (then Hand in Hand) - 1697 
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Source: World meteorological organization ;  NASA Global Climate-Change; Institute for Public Policy, This is a crisis: Facing up to the age of environmental breakdown, Feb 2019; 
https://www.carbonbrief.org/mapped-how-climate-change-affects-extreme-weather-around-the-world

The colored strapline represents the annual global temperatures from 1850-2017. Warming Stripes, by Ed Hawkins, climate scientist in the National Centre for Atmospheric Science (NCAS) at the University 
of Reading.

The reality of climate change

405 parts per million in 2017

The highest level since the Pliocene era 3-5 million years ago

68% of all extreme weather events 

studied were made more likely or more 
severe by human caused climate change

Extreme weather 

-413 Gt / year

sheets are losing mass

30%
CO2 emissions absorbed by Oceans

Ocean acidification

Ice sheets melt

+3.7mm in 2018
Average increase of 3.15mm/year between 1993 and 2018

CO2 concentrations up

Sea level rise

+1°C to 14.7°C
Since industrial revolution

Global temperature increase

Past climates are an indicator of future climates, economies and societies can fall as well as rise
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Data source: NASA's Goddard Institute for 
Space Studies (GISS). Credit: NASA/GISS

Past correlations, an indicator of future changes

Global surface temperatures change relative to 
1951-1980 average

Global land-ocean temperature index

Data from Parrenin et al., 2013; Snyder et al., 2016; Bereiter et al., 2015.

Ben Henley and Nerilie Abram/The Conversation

Thousands of years ago

C02 concentration and temperature correlation, 
an omnious sign

4

Homo sapiens evolved
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Where are we heading political ambition vs. necessity

Source: Climate Action Tracker December 2019



Aviva Investors: Internal

6

The urgency of adapting to climate change

Source: World Resources Institute, adapted from the IPCC and others. Net cost/benefit analysis from Global commission on adaptation report September 2019.

The Risk of Catastrophic Events Increases with Temperature 

Investing $1.8 trillion in these areas (2020-2030) could generate $7.1 trillion in total net benefits 
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Climate risk
Understanding the scale of the challenge

Global land-ocean temperature index

7

Homo sapies evolved

Thought leadership & research
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• Our remaining budget is 420 GtCO2 (>66% chance of
staying below 1.5°C)

• At the current rate of emission, the current budget
will be used in less than 10 years

• This means emissions need to peak by 2020 and then
decline by 7% per annum for the least economically
disruptive scenario
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Constant emissions 
for nine years will use 

up the remaining 
carbon budget

Starting mitigation in 2020 
will require monumental 

mitigation rates

Starting mitigation 
in 2000 would have 

required a mitigation 
rate of about -4%/yr What can be done?

Reallocating capital to low carbon 
technologies and solutions

°C carbon budget

Source: Cicero, Andrew Robbens. CO2 mitigation curves to limit global heating to 1.5°C above pre-industrial levels , 2019. (Http://folk.uio.no/reoberan/t/global_mitigation_curves.shtml)

CO2 mitigation curves: 1.5°C scenario
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Policy-makers around the world are regulating
sustainable finance

Global land-ocean temperature index

9

Homo sapies evolved

Many of these rules will drive market developments
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NAPF STEWARDSHIP ACCOUNTABILITY FORUM

STEWARDSHIP AT AVIVA INVESTORS

November 2014

A Roadmap for Sustainable
Capital Markets
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UN Sustainable Development Goals for 2030

Global land-ocean temperature index

12

Homo sapies evolved
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Our voting policy encourages ESG disclosures

▪

ESG issues is absent or non-existent

▪ 2019: withhold support for annual report and accounts (AR&A) if 
not sufficient climate disclosure (TCFD)

Engaging companies on climate transition

Driving change through active stewardship & reforms

• IIGCC: Institutional Investor Group on Climate Change

• CA100+: Climate action 100

1-on-

Collaboration

IIGCC* (20 companies)

CA100+ (160 companies)

Industrial scale requests

Creating the operating environment for climate 
transition through market reforms

▪ 2016 
Climate-related Financial Disclosures

▪ 2016 Joined European Commission's High Level Expert Group 
on Sustainable Finance

▪ 2018 Launch of World Benchmark Alliance

▪ 2018 Recognised by UN for work on sustainability
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Aviva is a strong advocate of the need for listed companies to publish consistent information to help business make better decisions and 
promote the transition to net-zero by 2050. Aviva has adopted and disclosed in accordance with the Taskforce on Climate-related Financial 
Disclosures (TCFD) recommendations for the last four years.

Our own strategic approach

https://www.aviva.com/social-purpose/climate-related-financial-disclosure/

More accurate information will help financial institutions identify, assess, measure and manage the risks from the climate 
crisis and grasp opportunities to support the transition to a low carbon economy. It will also help our customers and 
investors understand how their money is invested and make more informed investment decisions.

15

https://www.aviva.com/social-purpose/climate-related-financial-disclosure/
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Portfolio Warming Potential

.5°C target. 
°C, was 0.2°

°C, was also 0.2°
Warming potential (in °C) for Aviva shareholder funds as at 
30/11/2019. Source: Aviva/ MSCI (Carbon Delta).
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Huge investment needed in low-carbon energy infrastructure to 
meet 1.5°C ambition

Source: Aviva Investors. IRENA. Notes* includes nuclear, carbon capture and storage (CCS). ** includes investment in power grids, ebergy
efficiency measures deployed in end use sectors (industry, buildings and transport) and investments needed for building renovations and structural changes (excl. modal shift in transport). Renewables include investments needed for deployment of renewable 
technologies for power generation as well as direct end=-use applications (e.g. solar thermal, geothermal) USD throughout the report indicates the value in 2015 

Both an increase and significant shift in investment is needed

41%

31%

14%

14%

$95
trillion

18%

35%24%

23%

$110
trillion

Current Reference (existing plans and policies) case
Cumulative investments 2016-2050

Renewable Energy Roadmap (Remap) case
Cumulative investments 2016-2050

Current reference case Remap case Change in investment

Fossil fuels and others* $40trn $20trn -$20trn

Energy efficiency $29trn $37trn +$8trn

Renewables $13trn $27trn +$14trn

Electrification and infrastructure** $13trn $26trn +$13trn

Total $95trn $110trn +$15trn
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An International Platform for Climate Finance?
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What’s next?



avivainvestors.com

Thank you

https://twitter.com/avivainvestors?lang=en
https://www.linkedin.com/company/aviva-investors


Appendix
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Increased regulatory focus

• The PRA published in April 2019 a Supervisory Statement 3/19 that expects firms to: evidence how they monitor and 

existing risk management frameworks, in line with board-approved risk appetite

• The PRA letter on managing climate-related financial risks builds on the SS3/19, provides observations on good 
practice, and sets out next steps for implementation.

• The joint PRA/FCA Climate Financial Risk Forum (CFRF) also published its guide to help the industry address these 
risks on 29 June 2020. The guide contains four chapters, covering risk management, scenario analysis, disclosures 
and innovation.

• The UK launched the Green Finance Strategy, on 2 July 2019. This strategy set out an expectation for all listed 
companies and large asset owners to disclose in line with the TCFD recommendations by 2022.

• The FCA (CP 20/3) is currently consulting on proposals to enhance climate-related disclosures of listed companies in 
line with the TCFD recommendations. 

• The Department for Work and Pensions (DWP) have issued a consultation on mandatory TCFD climate disclosures 
for occupational schemes. Schemes with more than £5billion or more in assets will be required to have effective 
governance, strategy, risk management, and metrics and targets for the management of climate risks from October 

• - EU Taxonomy 
Regulation with 1st wave of obligations comes into effect on 30 June 2021 and the Sustainable Finance Disclosure 
Regulation (SFDR)) with1st wave of obligations comes into effect on March 2021

22

https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/supervisory-statement/2019/ss319
https://www.fca.org.uk/transparency/climate-financial-risk-forum
https://www.bankofengland.co.uk/climate-change/climate-financial-risk-forum
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/820284/190716_BEIS_Green_Finance_Strategy_Accessible_Final.pdf
https://www.fca.org.uk/publication/consultation/cp20-3.pdf
https://www.gov.uk/government/news/britain-s-pension-schemes-lead-on-climate-risk
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32020R0852
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Aviva Climate Strategy 2020 Refresh

Aviva published its first strategic response to climate change in 2015. Having achieved the targets set as part of this strategic response, this 
year our climate strategy took another important step forward. We are widening the scope from primarily focusing on investments, to create a 
broader, joined-up approach covering investments, insurance, operations, disclosure, influence and community.

We commit to aligning our business to the 1.5°C Paris target. 
We have focused our efforts through pragmatic, commercially 
smart actions to be a net zero asset owner by 2050.

23
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We use carbon foot- it and 
equities exposure to a potential increase in carbon prices. Despite being backward looking, this measure provides a good proxy for assessing 
the sensitivity of these assets to a potential increase in carbon prices.  

Carbon foot-printing of investments

shareholder funds as at 30/11/2019 compared to YE18. Source: Aviva/MSCI. and equities) as at 30/11/2019. 
Source: Aviva.
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Rigorous and consistent risk management is embedded across Aviva through our risk management framework, comprising our systems of 
governance, risk management processes. This framework sets out how Aviva identifies, measures, manages, monitors and reports on the risks 
to which it is, or could be, exposed to (including climate-related risks), in line with the approved risk appetite. 

Risk Management Framework

•

of the impact and expected timescale for different external 
emerging risks. This is primarily a qualitative assessment 
informed by quantitative indicators. 

• Aviva considers climate change to be one of the most 
material long-term risks to our business model, and a 
proximate risk, because its impacts are already being felt. 
We are therefore taking action now to mitigate and manage 
the effects of climate change both today and in the future. 
Through these actions, Aviva continues to build resilience 
to climate-related transition, physical and litigation risks 
including the risk of assets becoming stranded.

Aviva Group Emerging Risk Spectrum August 2019.
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Monitoring climate risk management

Scope 1,2 and 3 are established measures for calculating emissions produced by the World Resources Institute (WRI) and the World Business Council for Sustainable Development (WBCSD). 

as methodology develops

Strategy long-term financial implications of the transition vs universe

Scope 1, 2 and 3 * performance 
as methodology develops

Active engagement and voting

Tracking evidence of climate risk management 

Strategy performance vs universeScope 1&2* performance

Metrics and targets

Governance

Strategy

Risk assessment
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Important information

Except where stated as otherwise, the source of all information is Aviva Investors Global Services Limited (AIGSL). Unless stated otherwise any views and opinions are those of Aviva Investors. They should not be 
viewed as indicating any guarantee of return from an investment managed by Aviva Investors nor as advice of any nature. Information contained herein has been obtained from sources believed to be reliable, but 
has not been independently verified by Aviva Investors and is not guaranteed to be accurate. Past performance is not a guide to the future. The value of an investment and any income from it may go down as well as 
up and the investor may not get back the original amount invested. Nothing in this material, including any references to specific securities, assets classes and financial markets is intended to or should be construed 
as advice or recommendations of any nature. This material is not a recommendation to sell or purchase any investment. 

In Europe this document is issued by Aviva Investors Luxembourg S.A. Registered Office: 2 rue du Fort Bourbon, 1st Floor, 1249 Luxembourg. Supervised by Commission de Surveillance du Secteur Financier. An 
Aviva company. In the UK Issued by Aviva Investors Global Services Limited. Registered in England No. 1151805.  Registered Office: St Helens, 1 Undershaft, London EC3P 3DQ.  Authorised and regulated by the 
Financial Conduct Authority. Firm Reference No. 119178.. In France, Aviva Investors France is a portfolio management company app Autorité des Marchés ° GP 97-
114, a limited liability company with Board of Directors and Supervisory Board, having a share capital of 17 793 700 euros, whose registered office is located at 14 rue Roquépine, 75008 Paris and registered in the 
Paris Company Register under n° 335 133 229. In Switzerland, this document is issued by Aviva Investors Schweiz GmbH.

In Singapore, this material is being circulated by way of an arrangement with Aviva Investors Asia Pte. Limited (AIAPL) for distribution to institutional investors only. Please note that AIAPL does not provide any 
independent research or analysis in the substance or preparation of this material. Recipients of this material are to contact AIAPL in respect of any matters arising from, or in connection with, this material.  AIAPL, a 
company incorporated under the laws of Singapore with registration number 200813519W, holds a valid Capital Markets Services Licence to carry out fund management activities issued under the Securities and 
Futures Act (Singapore Statute Cap. 289) and Asian Exempt Financial Adviser for the purposes of the Financial Advisers Act (Singapore Statute Cap.110). Registered Office: 1Raffles Quay, #27-13 South Tower, 
Singapore 048583. In Australia, this material is being circulated by way of an arrangement with Aviva Investors Pacific Pty Ltd (AIPPL) for distribution to wholesale investors only. Please note that AIPPL does not 
provide any independent research or analysis in the substance or preparation of this material. Recipients of this material are to contact AIPPL in respect of any matters arising from, or in connection with, this 
material. AIPPL, a company incorporated under the laws of Australia with Australian Business No. 87 153 200 278 and Australian Company No. 153 200 278, holds an Australian Financial Services License (AFSL 
411458) issued by the Australian Securities and Investments Commission. Business Address: Level 30, Collins Place, 35 Collins Street, Melbourne, Vic 3000, Australia.

es 
subsidiary of Aviva plc, a publicly- traded multi-national financial services company headquartered in the United Kingdom. Aviva

rs Americas LLC is a federally registered investment advisor with the U.S. Securities 
utu

, is available upon written request to: Compliance Department, 225 West Wacker Drive, 
Suite 2250, Chicago, IL 60606

Compliance disclaimers
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Biography

Steve Waygood
Chief Responsible Investment Officer

Main responsibilities

-winning Global Responsible Investment team. His team is 
responsible for integrating environmental social and corporate governance issues into c£350bn of 
assets under management. Steve co-founded the Corporate Human Rights Benchmark, the World 
Benchmarking Alliance, the Sustainable Stock Exchange and the Corporate Sustainability 
Reporting Coalition. He was part of the group that helped write the Principles for Responsible 
Investment and has advised the UK Government, the European Commission, the Financial Stability 
Board and the United Nations on the creation of sustainable capital markets. 

Steve appointed to the European Commission High-Level Expert Group on Sustainable 
Finance, and the UK Green Finance Taskforce, and is also a member of the Financial Stability Board 
Taskforce on Climate Related Financial Disclosure (TCFD). He was highlighted by the Financial 
Times in 2018 as being one of the warriors of climate change among Money Managers. 

His work became a case study in the Harvard Business School MBA in 2012. Steve has received the 
Leadership in Sustainability award from the Corporation of London and the British Chamber of 
Commerce. In 2011 he received the Yale Rising Star in Corporate Governance Award, and he was 
among the Financial News Top 100 Rising Stars in 2009.

Steve was on the board of the UK Sustainable Investment & Finance association (UKSIF) from 2003 
to 2010, serving as its Chairman from 2006. He was also part of the expert group that wrote the 
United Nations Principles for Responsible Investment.

Experience and qualifications

Steve has a PhD in Sustainable Finance he is a visiting Professor at Cass Business School, and also 
teaches at the University of Cambridge Institute for Sustainability Leadership. Steve has received 
awards from Brummell, the Chamber of Commerce, the City of London, Financial News, the United 
Nations Foundation, Yale and Harvard.

Joined investment industry: 1997
Joined Aviva Investors: 2006


