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Why divest from fossil fuel 
companies? 

The moral argument.



Why divest from fossil fuel 
companies? 

The financial argument.



How are fossil fuel companies 
performing?









“We compare financial performance of investment portfolios with and without 
fossil fuel company stocks over the period 1927–2016. Contrary to theoretical 
expectations, we find that fossil fuel divestment does not seem to impair portfolio 
performance. These findings can be explained by the fact that, so far, fossil 
fuel company stocks do not outperform other stocks on a risk-adjusted basis 
and provide relatively limited diversification benefits. ”

Fossil Fuel Divestment and Portfolio Performance 





Why do we need to make 
the financial case?

Fiduciary duty. 





Fiduciary Duty
Pension fund fiduciaries are required to safeguard the value of their funds, and climate change 
poses a direct challenge to that objective. As such, climate change and climate-related risks 
trigger fiduciaries’ duties:

to inquire, requiring fiduciaries to consider the prudence of their investment decisions;

to monitor, requiring revaluation of investments already held in the context of new changes in 
regulations, international mitigation efforts, and market trends;

to diversify, ensuring that a given portfolio is amply protected against the known idiosyncratic risks 
inherent in certain investment types, including investments in fossil fuel assets;

to act impartially with respect to all beneficiaries, protecting fund principal over the long-term and 
prioritizing preservation of trust capital alongside maximizing fund growth;

of loyalty, requiring the trustees to act solely in the interests of their funds’ beneficiaries, without 
acting to further personal or ideological interests; and

to act in accordance with plan documents.



“The cleanest and simplest way to avoid climate 

vulnerability in a portfolio is to divest or, at a 

minimum, dramatically reduce exposure to fossil 

fuel and other highly climate-vulnerable holdings. 

There is no legal obstacle to risk-based negative 

screening - or selling or avoiding high-risk 

investments generally - as long as the rest of the 

portfolio is performing adequately.” 



What do NYC, London, Ireland, 
Norway, Syracuse University 
and hundreds of other 
institutions all have in 
common?



The Impact of Fossil Fuel Divestment
1. Cripple fossil fuel companies

a. Stock Price

b. PR

2. Reduce risk/ improve returns

3. Align investments with environmental sustainability 

and social justice principles 



Once I’ve divested, where can I reinvest?







The chart above illustrates the author's analysis of a large number of U.S. stocks from 1993 to 2014, ranked on the strength of their ESG 
commitments. The stocks were grouped into the top 20% of the universe (top ESG score) versus the bottom 20% (bottom ESG score).



What next?
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