
According to the most recent report by the Intergovernmental Panel on Climate Change, “it is 

extremely likely” (>99% confidence) “that human influence has been the dominant cause of the 

observed warming since the mid-20th Century” through the burning of fossil fuels.  

 

In light of the December 2015 Paris agreement, where nearly 200 nations agreed to take steps to 

reduce greenhouse gas emissions and limit the mean temperature rise on earth to 2 degrees 

Celsius, there is some hope that governments will act. Yet, to this point, national governments’ 

responses to climate change concerns have been small relative to the size of the problem. Is 

there anything we can do at BSU? A rapidly growing movement called Divestment is an option.  

 

Divestment means to remove funds from those whose business activities contribute to a social 

problem, in this case, the extraction of carbon from the ground and into the atmosphere and the 

oceans. That is, divestment is basically the reverse of investment-pulling your money out of an 

endeavor you do not wish to associate with further. Divestment strategies have been used in the 

past with some success, notably playing a role in ending apartheid in South Africa.  

 

This divestment movement started with American universities, such as Stanford and Yale, and 

has spread to other organizations such as faith-based groups. In fall of 2014, $50 billion had 

been divested from corporations that engage in fossil fuel extraction. By December of 2015, this 

number had swollen to $3,600 billion, with $600 billion in divestments in December 2015 

alone! Should BSU join the divestment movement?   

 

What is climate change? CO2, methane, NOx, CFCs, ozone, etc. are known as greenhouse 

gases- gases that increase the heat retention of the earth by absorbing infrared radiation and 

trapping heat that would otherwise escape into space.   

 

Without this critical mechanism, our climate would resemble that of Mars-that is, the 

temperature in Fairbanks, Alaska in January would be a nice day at the equator.   

 

In the last 150 years, people have removed fossil fuels from the earth, and burned them 

incompletely.  This has taken carbon deposits from inside the earth and spread that carbon all 

over the place.  One of those places has shown up as increasing atmospheric greenhouse gas 

concentrations.  Clearing of tropical forests has exacerbated this, by removing them as a carbon 

sink and by releasing the carbon stored in the biomass there.   

 

IPCC won Nobel Peace Prize, with Al Gore.  Gore is spreading the message, IPCC though 

gathers the data and is by design fairly conservative, representing the consensus of world’s 

scientists.  

 

In 1800, CO2 in greenhouse layer was estimated at 280ppm; we are currently have just crossed 

the 400 ppm threshold.  

 



You would expect as the greenhouse layer has thickened the earth would warm on average the 

way your bed gets warmer as you add blankets. This has occurred: 

http://www.bbc.com/news/science-environment-30852588  

2015 broke the record as the warmest year ever. When was the record set? 2014. The last 18 

years have produced every one of the 16 warmest years on record.  

 

2014 IPCC report: http://ipcc-wg2.gov/AR5/images/uploads/WG2AR5_SPM_FINAL.pdf  

1. “It is extremely likely” (>99% confidence) “that human influence has been the dominant cause 

of the observed warming since the mid-20th Century.”   

2. Glaciers and permafrost continue to melt (high confidence).  

3. Negative impacts on crop yields are being seen more than positive ones, esp. wheat and corn 

(high).  

4. Many species in all ecosystems have shifted ranges due to climate change (high confidence).  

5. Very high confidence of more severe local impacts (storms, droughts, wildfires, flooding) due 

to climate change.  

6. Surface and groundwater in drier sub-tropical regions will become scarcer (high confidence).  

7. A large fraction of terrestrial and freshwater species face extinction during the 21st century due 

to climate change.  

8. By 2100, GDP will fall due to climate change compared to a world without it (medium 

confidence).  

 

During the last 50 years observed natural phenomena (solar and volcanic) would likely have on 

net yielded cooling, yet warming has been observed instead.  Very high confidence that timing 

of the seasons has been affected, with spring events earlier and poleward shifts in plant and 

animal ranges.   

 

Consequences include higher sea levels, a potential disaster for places like the Netherlands, 

much of which is below sea level, and Florida, whose highest point is less than 400 feet above 

sea level.  Developing nations such as Bangladesh may be underwater altogether.   

 

The biggest consequence may be in agriculture, where the suitability of crops will change over 

time as some locations warm more than others, and precipitation patterns change.   

 

In particular, many currently productive lands will dry out, leading to less productivity.  

Changes may be especially damaging in developing counties where substitution possibilities are 

generally less.   

 

It is worth noting that the costs of inaction due to this uncertainty may be very high, since costs 

of the worst case scenario may be catastrophic to future generations.  

 

September 16th, 2005 issue of Science (p. 1844-1846): Category 4 & 5 hurricanes (winds of 135 

mph) up by 80% worldwide during the past 35 year; now account for roughly 35 % of all 

hurricanes, up from 20 % in the 70s. 

 

http://www.bbc.com/news/science-environment-30852588
http://ipcc-wg2.gov/AR5/images/uploads/WG2AR5_SPM_FINAL.pdf


2007, US Navy: Climate change threat to national security, thru rising ocean levels, droughts 

and violent weather.   

 

The news in the last few months has been disheartening: we are tending more toward the worse 

case scenarios than previously believed. For example, it was no surprise that 2015 was the 

warmest year on record, breaking the record in set in 2014.  

 

What was a surprise is by how much. According to NOAA, the rate of change accelerated 

rapidly in the last 2 years, rising by .1 degree C in each year. If this pattern continues, the Paris 

Agreement's stated goal of holding earth's temperature rise to 2 degrees C is going to be harder 

than expected (and it already seems pretty damn daunting). Both NOAA and NASA, in 

independent reports, just this week concluded that February 2016 was the most abnormally 

warm month on record. That is, worldwide we exceeded the expected temperature of Februarys 

in the 20th century by 1.21 degrees C.  

 

We are well on our way to 2 degrees C in our the next couple decades if this acceleration proves 

to have staying power. The likely consequences include storms stronger than any in modern 

times, the disintegration of large parts of the polar ice sheets and a rise of the sea sufficient to 

begin drowning the world’s coastal cities before the end of this century. 

 

Why divest? 

Alex Leferna at the U of Washington led a team that conducted an analysis for the employees of 

the City of Seattle on divestment that was completed in October 2014. They found that “it is 

becoming increasingly clear that divesting from fossil fuels is a prudent and sound decision to 

address the risk associated with carbon intensive industries.” That is, “the fossil fuel industry is 

becoming a high risk investment” due to uncertainty of government responses and the viability 

of alternatives. “Furthermore, the industry represents an ethically dubious investment, given 

that if its business model is carried out, the world will experience catastrophic runaway climate 

change…threatening the global economy, human civilization, and life as we know it.”  

 

What about returns?  

Overall, evidence is that divested portfolios have not underperformed traditional mixes of 

stocks, such as the S & P 500, and may in fact outperform the market as a whole and fossil fuel 

based companies in particular, especially during bull markets. This may be because of the 

relatively newer technologies involved in renewable energy, since newer technologies tend to 

have more room to grow rapidly than established industries. In addition, newer industries, such 

as wind and solar, often benefit more from technological advances, leading to falling costs, 

higher profits, and greater demand as consumers respond to lower prices.  

 

Morgan Stanley, for example, found that “self-described sustainable equity mutual 

funds…often performed better and had lower volatility than their category median.”  

 



Olaf Weber et al tracked 151 Socially Responsible Indices from 2001 to 2009 and found that 

SRIs outperformed standard indices, over the time period as a whole and in both bear and bull 

markets.  

 

Aperio, an asset management company, summarized the literature by noting that “results from a 

wide range of studies on social and environmental screening do not provide a consensus on 

whether there has been a return penalty or benefit from carbon screening. The skeptics’ view 

that screening negatively affects return” in contradicted, that the studies show “the impact on 

risk may be far less than presumed.” They conclude that “historically it has been possible to 

closely track broadly diversified indices with carbon-free portfolios.” 

 

The Seattle Employees’ paper found that since “the fossil fuel industry is already 

underperforming relative to the market despite weak and limited climate regulation,” once 

meaningful regulations are enacted it is likely they won’t do as well. Yet, an analysis by 

Standard and Poor’s showed that $100,000,000 divested ten years ago would have grown by an 

extra $12,000,000 compared to a fund containing fossil fuel companies.  

 

The Potsdam Institute has calculated the global carbon budget from 2000-2050 with an eye on 

staying under 2 degrees C is 886 giga tons of CO2. 2000-2010 we used 321 tons, leaving only 

565 for the next 40 years, which we are already 5 years into. The total carbon potential of 

known reserves is 2795 giga tons of CO2. That is, current governments and companies have 

current reserves represent 5 times the amount of carbon needed to raise the earth’s mean 

temperature.  

 

So our choices are basically, find a way to structure incentives so that much of this carbon isn’t 

used, or that it is sequestered somehow if it is used, or break the terms of Paris, or some 

combination thereof. Carbon Tracker has estimated that under ideal conditions in terms of 

investments and success, carbon capture might increase the carbon budget by 125 giga tons by 

2050. In other words, it could be quite helpful, but it doesn’t fundamentally change the problem 

even if we have success.  

 

Therefore, we basically face the choice of living in a world with mean temps substantially more 

than 2 degrees C above historical times, and learn what the consequences will be by living thru 

them, or to take fairly drastic action since we have waited so long. Given that Exxon-Mobil, for 

example, when making business forecasts, has assumed that governments will continue on a the 

more lasses-faire approach they have used in the path, and do not even consider that 

governments may require significant changes, it raises the possibility that in the future it is 

companies engaged in extraction that may present the greater risks to investors.  

 

We are already past the point where the climate can be stabilized painlessly. It will require 

significant cuts in fossil fuel extraction, given current technology, to even come close to 

achieving the goals of December 2015. How will these come about? Will fossil fuel based 

companies do as well in terms of profits going forward as they have done in the past? Will the 



new prime minister of Canada be as accommodating to tar sands development as the previous 

one, and if not, will the profits of the major corporations be less.  

 

There is therefore concern that fossil fuel intensive companies may be fundamentally 

overvalued, that a carbon bubble exists which will burst as nations implement strategies to 

reach the goal established in Paris. Bubbles are when asset prices become higher than more 

accurate measures of the underlying value. For example, dot.com bubble, housing bubble. The 

trouble of course, in any bubble, is discerning whether rising values are “real” (that represent an 

actual increase in underlying value) or a symptom of artificially high prices (a bubble).  

 

The agreement more than 200 nations made in December 2015 bound them to attempt to limit 

mean global temperature increases due to climate change at 2 degrees C. Given currently 

forecasts, this is an ambitious target.  

 

Carbon Tracker estimates we will pass 2 degrees in 2031 (15 years!) in the worst case scenario 

to 2053 (best case scenario, with significant restrictions on carbon burning). It is reasonable to 

conclude that at least some of these countries will make a good faith effort to hit targets 

consistent with that goal. These targets will represent much more effort than slight reductions in 

carbon footprints. Rather, Carbon Tracker estimates that just burning existing fossil fuel 

reserves, without any successful discovery of new reserves (which is always happening), will 

almost certainly lead to more than a 2 degree increase in temperature.  

 

Isn’t this difficult to implement?  

When a movement takes off like this one has, people notice. Investment banks have begun to 

offer social responsible mutual funds that make implementing divestments strategies easy. 

Traditionally, this has primarily consisted of Faith-based investing, such as alcohol and tobacco 

free investing, which became a common option in the 1980s.  

 

Sustainable investing has grown tremendously in the last few years. Morgan Stanley claims that 

“sustainably invested assets now represent 1 in 6 investment dollars under professional 

management.” They offer 3 types of what they call Investing with Impact: 1) Faith-Based 

investing, 2) Fossil Fuel Aware Investing, and 3) Mission Aligned Investing.  

 

Last week, the Intentional Endowments Netowork was launched by 77 founding members, 

including Arizona St. University and Carleton College, and can be found at 

intentionalendowments.org. It is designed as a resource for universities and others to use if they 

wish to invest their endowments sustainability.  

 

Practically, identifying a company’s investments in R & D can tell you how invested they are in 

fossil fuel extraction, and asking if companies have addressed how they may be vulnerable to 

carbon risk.   

 


