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Energy transition: fast 

forward or slowdown?

This material is solely for the private use of participants of the PensioenPro Responsible Investment Summit in Rotterdam on 23 June 2022 and is not intended for public dissemination. The 

information contained in this document is current as of the date presented unless otherwise noted.
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Will the current oil price shock due to the Ukraine War 

derail the transition to clean energy?

2

0

20

40

60

80

100

120

140

160

99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22

Brent Crude Oil (price per barrel, monthly data) 

in USD in Euro

Oil prices are set to remain relatively high over 

the medium term given supply scarcity 

• Since 2014’s oil price crash, oil and gas activity 

has declined at a compound annual rate of 7.0%

• Going forward, it is expected a sustained $90 per 

barrel price will be necessary for large-scale 

investment

• But non-OPEC production growth is set to remain 

weak given less mega-project deliveries and 

supply chain constraints

• A focus on de-carbonisation by many of the oil 

majors may constrain their investment

Source: Goldman Sachs Equity Research, Top Projects, 19 April 2022
Source: Bloomberg, as of 9 June 2022
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The Climate Transition is underway

Upcoming 

regulation 

including new 

mandatory 

accounting 

standards for 

corporates

Large scale 

public funding 

for innovation in 

new clean energy 

technologies 

coming through 

from 2023

‒EU Green Deal

‒US Infrastructure Bill

‒China new pledges 

Major investors 

committed and 

acting on net zero 

by 2050

“Climate change is 

shaping the future of the 

energy sector, with 

investors taking an 

increasingly active role, 

raising the cost of 

capital for hydrocarbon 

developments” (GS)

A network of 

global Central 

Banks working  

to green the 

financial system 

(NGFS)
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IEA projects declines in coal, oil and natural gas output 

with coal production falling to very low levels by 2050 

4

• China, Indonesia, Philippines 

committed to reducing coal 

usage at COP26

• China aims to achieve 

carbon neutrality before 2060

• Carbon emission reduction 

tool from the People's Bank 

of China to help financial 

institutions provide loans to 

firms to cut carbon emissions

Source: International Energy Agency (2021), Net Zero by 2050, IEA, Paris
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The demand for fossil fuels declines over time as the supply of renewable energy sources rise 
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How renewables are envisaged to replace traditional 

(fossil fuel) sources

Unabated fossil fuels Low Emissions

Source: International Energy Agency (2021), Net Zero by 2050, IEA, Paris
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CO2 emissions and energy demand reductions from 

behavioural change 
By 2030, behavioural changes alongside efficiency gains begin to impact emissions reductions 

• Around 8% of emissions reductions stem from 
behavioural changes and materials efficiency

• CO2 emissions and energy demand reductions 
from behavioural change

Source: International Energy Agency (2021), Net Zero by 2050, IEA, Paris

Emissions Energy Demand
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Electricity becomes the major source of global final 

energy consumption by sector

Source: International Energy Agency (2021), Net Zero by 2050, IEA, Paris
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Global production of hydrogen by fuel and hydrogen 

demand by sector 

Source: International Energy Agency (2021), Net Zero by 2050, IEA, Paris
CNR = hydrogen as by-product from catalytic naphtha reforming in refineries. Hydrogen-based fuels refer to the fuel use of synthetic hydrocarbon fuels produced from hydrogen and CO2, and ammonia. 

• Hydrogen 

production jumps 

sixfold by 2050, 

driven by water 

electrolysis and 

natural gas with 

CCUS.  

• Rising demand 

in shipping, road 

transport and 

heavy industry 

from 2030
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How Carbon Capture, Utilisation and Storage can make a 

difference

CCUS could facilitate  

the transition to net‐zero 

emissions by:

• Tackling emissions from 

existing assets

• Providing a way to 

address emissions from 

some of the most 

challenging sectors

• Potentially a cost‐effective 

pathway to scale up 

low‐carbon hydrogen 

production rapidly 

Source: International Energy Agency (2021), Net Zero by 2050, IEA, Paris
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Governments look to nuclear to help meet net-zero targets

Source: IEA. All Rights Reserved; Nov 2021

• China, India and UAE currently lead in new-build; non-

OECD share in global nuclear generation capacity set to 

double by 2040 to~50%

• UK and Korea have the most capacity under 

construction in the OECD; large-scale refurbishments 

planned in Canada, France and the US

• The US, UK, Canada and France see nuclear 

generation as a clean energy source and a way to de-

carbonise.

• To drive down costs and boost industry growth requires:

‒ Better coordination on design standards and global 

licensing

‒ improved energy-market frameworks

‒ faster decision-making

• Early 2030s:  Small nuclear reactors (SMRs) come 
online, targeting new markets like hydrogen production

• Late 2030s: A new generation of reactors will help 
decarbonise difficult to abate sectors
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Climate transition is forecast to need annual capital 

investment of ~$ 5.0 trillion to 2030
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• IEA estimates capital

investment in new energy 

sources will rise to 4.5%

of GDP by 2030

• Electrification is a big 

winner

• By sector, electricity 

generation takes the 

largest share of investment 

at first – followed by 

transport, buildings, 

infrastructure and 

industry

Source: International Energy Agency (2021), Net Zero by 2050, IEA, Paris
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Financing the journey to Net Zero 
• PRI Members at ~USD 121 trillion of assets as 31st March 2021

• The Glasgow Financial Alliance for Net Zero (GFANZ), USD 130 trillion

Source: IMF Financial Stability Report, Chapter 3, p 64, October 2021

• Both mechanisms help 

institutionalise the net-zero 

transition 

• Reporting to the G20 

and Financial Stability Board, 

embedding links with national 

and international 

policymakers

• Global reach reinforced 

through regional hubs in key 

geographies

• SSGA is a member of  

GFANZ and a PRI signatory
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The next ten years will also see large capital flows into IT 

Software and Hardware
TMT is continuously embedded in and core to growth in the global economy

• Corporate investment to become smarter 

and faster in order to maintain market position 

(big data analysis, automation)

• Improved wireless connectivity is changing 

consumer behavior

• Regulation dictates growth in Climate

resilience projects alongside clean energy 

and is in part state-funded

• Defense moving towards cyber and space as 

well as opening up to the private sector 

‒ Tech developed in Defense will have 

applications for Climate

Source: Bloomberg and SSGA calculations, as of 19 January 2022
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The Climate Landscape
Going forward, we anticipate every public company will have a climate transition plan1; some

companies, beyond clean-tech, may also have climate-enabling products, services and solutions

14

Source:  Morningstar and State Street Global Advisors for Il lustrative purposes only.
1 As noted on page 10, the International Sustainability Standards Board (ISSB) is developing corporate Climate Sustainability Disclosure Standards for t he investment industry, which 

align with commonly-accepted frameworks like TCFD.  Standards are anticipated by year-end 2022.
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Investment

Considerations
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SSGA is Aligning with TCFD Climate Criteria
"Quality, transparent, reliable and comparable" company reporting

Core Elements of TCFD Climate-related 

Financial Disclosures:
• The new International Sustainability 

Standards Board (ISSB) is consulting on 

Sustainability Disclosure Standards which 

align with TCFD principles.

• As the global standard-setter, the ISSB is 

aiming for a “high-quality, 

comprehensive global baseline” on ESG 

disclosure for financial markets.

• Climate disclosure standards should be 

published by end-2022.

• Governments will decide on whether to 

legislate on the use of the new ISSB 

standards in their jurisdictions
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Climate Disclosure Voting Policy 
As signatories to the Net-Zero Asset Manager Initiative, assessing corporate Climate transition plans 

has become part of our fiduciary duty

SSGA Voting Criteria

• Governance – Does the company describe the 
board’s oversight of climate-related risks and 
opportunities?

• Metrics – Does the company disclose total 

Scope 1 and Scope 2 GHG emissions?

• Targets – Does the company disclose targets 

for reducing GHG emissions?

• Indices – S&P 500, FTSE 350, STOXX 600, 

TSX Composite, ASX 100

‒ 2022: Enforce voting policy

‒ 2023: Take voting action against directors for 

failure to meet expectations.

17
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Source:  SSGA.  For illustrative purposes.

Climate Integration
Our forward-looking climate scorecard captures proprietary and comparable scores in response to specifically 

formulated questions on climate transition, risks and opportunities

18
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Final Portfolio

Climate Transition Score

CQ

• Climate Risks

• Climate 
Opportunities

• Valuation

• Diversification

Bad (0) Good (10)

Portfolio Construction
The portfolio will focus on companies with strong industry-relative transition scores and meet 

our team’s overall requirements for quality, sustainable growth and reasonable valuation

Additional 

Considerations

Good (10)

Bad (0) 

Stock Selection

Global 

Climate 

Transition 

Portfolio

Owned Not Owned

Source:  State Street Global Advisors for Il lustrative purposes only. 
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Senior Portfolio Manager, Fundamental Growth and Core Equities

Esther is a Managing Director at State Street Global Advisors. She works as a Portfolio Manager in Active Equities 

and co-manages the Global Select Equity portfolio.

Esther joined State Street Global Advisors in July 2016 through its acquisition of GE Asset Management. She joined 

GEAM in London in 1996 as a Senior International Fixed Income Analyst and moved to International Equities in 2001. 

Analyst assignments included covering Emerging Markets and the Food, Beverages and Tobacco Sector ex-US. She 

also managed a focused Europe portfolio from 2006 to 2012. Esther started her career at Credit Lyonnais Capital 

Markets in 1988, becoming a Senior Economist for the firm and working out of their Paris Headquarters.

Esther has a BA Honours in Economics from Leicester University and an M. Phil in Economics from Cambridge 

University. She earned the Chartered Financial Analyst designation in 2000 and is a member of the CFA Institute.
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FOR INVESTMENT PROFESSIONALS ONLY

All forms of investments carry risks, including the risk of losing all of the invested amount. Past performance is not an indicator of future results. Diversification does not ensure a profit or 

guarantee against loss.

Actively managed strategies do not seek to replicate the performance of a specified index. The strategy is actively managed and may underperform its benchmarks. An investment in the 

strategy is not appropriate for all investors and is not intended to be a complete investment program. Investing in the strat egy involves risks, including the risk that investors may receive little 

or no return on the investment or that investors may lose part or even all of the investment.

Equity securities may fluctuate in value and can decline significantly in response to the activities of individual companies and general market and economic conditions.

Foreign investments involve greater risks than US investments, including political and economic risks and the risk of currenc y fluctuations. Investing in foreign domiciled securities may 

involve risk of capital loss from unfavourable fluctuation in currency values, withholding taxes, from differences in general ly accepted accounting principles or from economic or political 

instability in other nations.

Investments in emerging or developing markets may be more volatile and less liquid than investing in developed markets and may involve exposure to economic structures that are 

generally less diverse and mature and to political systems which have less stability than those of more developed countries.

These investments may have difficulty in liquidating an investment position without taking a significant discount from current market value, which can be a significant problem with certain 

lightly traded securities.

Companies with large market capitalizations go in and out of favour based on market and economic conditions. Larger companies tend to be less volatile than companies with smaller 

market capitalizations. In exchange for this potentially lower risk, the value of the security may not rise as much as companies with smaller market capitalizations.

Investments in mid‐sized companies may involve greater risks than in those of larger, better-known companies, but may be less volatile than investments in smaller companies.

Responsible-Factor (R Factor) scoring is designed by State Street to reflect certain ESG characteristics and does not represent investment performance. Results generated out of the 

scoring model is based on sustainability and corporate governance dimensions of a scored entity.

The MSCI ACWI Index is a trademark of MSCI Inc.

All information is from State Street Global Advisors unless otherwise noted and has been obtained from sources believed to be reliable, but its accuracy is not guaranteed. There is no 

representation or warranty as to the current accuracy, reliability or completeness of, nor liability for, decisions based on such information, and it should not be relied on as such.
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The trademarks and service marks referenced herein are the property of their respective owners. Third party data providers make no warranties or representations of any kind relating to the 

accuracy, completeness or timeliness of the data and have no liability for damages of any kind relating to the use of such data. The whole or any part of this work may not be reproduced, 

copied or transmitted or any of its contents disclosed to third parties without State Street Global Advisors’ express written consent.

Note that the Management Company may decide to terminate the arrangements made for marketing and proceed with de -notification in compliance with Article 93a of Directive 

2009/65/EC.

This document provides summary information regarding the Strategy. This document should be read in conjunction with the Strategy's Disclosure Document, which is 

available from SSGA. The Strategy Disclosure Document contains important information about the Strategy, including a description of a number of risks.

The information contained in this communication is not a research recommendation or ‘investment research’ and is classified a s a ‘Marketing Communication’ in accordance 

with the Markets in Financial Instruments Directive (2014/65/EU) or applicable Swiss regulation. This means that this marketing communication (a) has not been prepared in 

accordance with legal requirements designed to promote the independence of investment research (b) is not subject to any proh ibition on dealing ahead of the dissemination 

of investment research.

This communication is directed at professional clients (this includes eligible counterparties as defined by the appropriate E U regulator or applicable Swiss regulator) who are deemed both 

knowledgeable and experienced in matters relating to investments. The products and services to which this communication relat es are only available to such persons and persons of any 

other description (including retail clients) should not rely on this communication.

Netherlands: State Street Global Advisors Netherlands, Apollo Building 7th floor, Herikerbergweg 29, 1101 CN Amsterdam, Netherlands. T: +31  20 7181 000. State Street Global Advisors 

Netherlands is a branch office of State Street Global Advisors Europe Limited, registered in Ireland with company number 49934, authorized and regulated by the Central Bank of Ireland, 

and whose registered office is at 78 Sir John Rogerson’s Quay, Dublin 2.

Web: www.ssga.com

© 2022 State Street Corporation — All Rights Reserved.        

Tracking Number: 4785172.1.1.EMEA.INST 

Expiration Date: 30 June 2023
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