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“We must work to unleash 
the trillions in private 
finance that are needed to 
power us towards net 
zero by the middle of the 
century. To do this, every 
financial decision needs to 
take climate into 
account.” 

COP26 EXPLAINED, UNITED NATIONS, UK 
GOVERNMENT, JULY 2021 

Glasgow’s climate moment 
Key goals and opportunities 

The 26th United Nations Climate Change Conference, commonly 
known as COP26, has begun in Glasgow. This month, we take a 
look at the key goals for the conference. We also highlight where 
some of the most important investment opportunities will be, 
from renewables and battery storage, to adaption and financing. 

So, what’s it all about? What are the primary goals? 

The recent Intergovernmental Panel on Climate Change (IPCC) report pulled no 
punches in its conclusions: the planet is warming at an unprecedented rate and is 
hotter than at any other point on record. This warming is clearly caused by human 
activity. Climate change is already wreaking havoc across the world, costing lives, 
destroying biodiversity, rendering large parts of the world unliveable and, on the 
current trajectory, things are going to get worse.  

It is within this context that the 26th United Nations (UN) Climate Change 
Conference (COP26)—delayed by the COVID-19 pandemic and complicated by 
the ongoing energy crisis—will begin in Glasgow on 1 November (through to 12 
November). The event will be attended by an impressive line-up of world 
governments, business leaders, and scientists, and is viewed by many as the last 
chance for co-ordinated, immediate and widespread action to prevent the direst 
consequences of climate change. 

Australia heads to COP26 with a ‘just announced’ net-zero 2050 target, after 
Prime Minister Morrison secured agreement with his coalition Nationals party. 
The plan involves modest upgrades to 2030 emissions reduction targets (arguably 
still vulnerable to claims of being insufficient by our COP26 partners). The 
Government’s roadmap places a strong reliance on technology, some of which 
has yet to be fully developed, and ranges from ultra-low-cost solar, hydrogen, 
batteries to carbon capture and storage. 

As COP26 gets underway, four primary goals have been outlined for the 
conference: mitigation, adaptation, finance and collaboration, all of which have 
both vast socio-environmental implications and associated economic and 
investment considerations. 

Goal 1: Mitigation—how to secure net zero and keep 1.5 
degrees Celsius (°C) within reach? 

Countries are being asked to come with ambitious 2030 targets for reduction, 
or National Determined Contributions, that outline a credible path to achieving 
net zero. The Paris Agreement aimed to keep warming well below 2.0°C, 
conceding a 1.5°C future is a far more desirable outcome. The 2021 IPCC report 
found that while this remains possible, enormous efforts are required—and 
immediately. Some argue this is already not feasible. The Glasgow COP26 may 
see countries agreeing to set 1.5°C as the objective, instead of planning to remain 
within the more feasible 2.0°C scenario. 

Such ambitions will focus on areas of big emissions, such as energy (currently 
responsible for 35% of global emissions). COP26 attendees are expected to come 
with clearer plans to phase out coal and other fossil fuels. The recent energy crisis  
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We expect to see further 
commitment to renewable 
energy generation, short 
and long-term storage 
(e.g. batteries and 
pumped hydro) and, 
critically, grid 
infrastructure 
(transmission lines, 
interconnectors etc). 

 

 

 

Adaptation activities will 
focus on resilient 
infrastructure, enabling 
buildings, bridges and 
roads to withstand higher 
temperatures and more 
powerful storms. 

 

 

 

According to the Climate 
Council, Australia’s 
annual contribution to the 
emerging markets’ 
climate financing fund 
will need to be lifted by 
around 10 times if it is to 
fulfil its fair share 
towards the agreed 
global goal. 

 

 

 

 

 

 

has reinforced the need for a co-ordinated, more orderly transition and far greater 
investment in the new energy mix. As such, we expect to see further commitment 
to non-correlated renewable energy generation, short and long-term storage (e.g. 
batteries and pumped hydro) and, critically, grid infrastructure (transmission lines, 
interconnectors etc). 

Other areas of focus will include electric vehicles, curbing deforestation, other 
biodiversity protection measures and, in many ways the most important but 
elusive issue of all, carbon pricing via emission trading schemes or carbon taxes, 
which are increasingly being adopted by a range of countries. 

Greenhouse gas emissions by segment 

 
 

 
 

 
 

 

 

Source: SG Cross Asset Research/Global Asset Allocation/IPCC. 

Goal 2: Adaptation—how to protect communities and natural 
habitats in response to the already changing climate 

The climate is already changing and will continue to do so (even if the 
emissions ‘tap’ were to be turned off now, temperatures will continue to increase). 
Extreme weather events are becoming more common and more costly and are 
likely to continue on our current trajectory. As such, our societies and economies 
need to become more resilient to climate impacts, to avoid further loss of life, 
livelihoods and natural habitats. 

Adaptation activities will focus on resilient infrastructure, enabling buildings, 
bridges and roads to withstand higher temperatures and more powerful storms. 
Coastal cities will have to invest in systems to prevent flooding and mountainous 
regions will have to find ways to limit landslides and overflow from 
melting glaciers.  

Protection and restoration of biodiversity will also be a focus. Ecosystems 
provide invaluable services, from carbon sequestration to storm protection, from 
clean water to fertile soil, medicines, food and pollution absorption. Preservation 
of the world’s biodiversity will require significant investment (estimated by the UN 
to be USD 140–300 billion annually). As such, we see a significant opportunity for 
companies offering climate adaptation solutions—from agritech, to building 
materials—and for the development of new and existing markets, including 
biodiversity and water. 

Goal 3: Finance—mobilising global finance to ensure rapid 
but equitable action (including for developing countries) 

There will be a focus on financial strategies to support the necessary 
adaptation and mitigation activities and develop new markets to de-risk 
investments. This will require all forms of finance from public, private and blended 
investment. The COP26 Private Finance Hub, led by Mark Carney (UN Special 
Climate Envoy and Vice Chair of Brookfield Asset Management) will focus on 
mobilising private finance to support the “re-wiring” of the economy in line with 
net zero. Its work will focus on:  

• Reporting—improving the quality and consistency of disclosures, based on 
recommendations of the Taskforce for Climate-related Financial Disclosures. 

• Risk management—enabling the financial sector to understand adequately 
and accurately (and price) climate-related financial risks. 

• Returns—helping investors quantify the significant opportunities within the 
transition to net zero.

Energy
35%

Agriculture
24%

Industry
21%

Transport
14%

Buildings
6%
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Specific areas of focus 
include climate financing, 
innovation, transparency 
and disclosure, global 
carbon markets, effective 
relationships between the 
private and public 
sectors, and 
carbon credits. 

 

 

 

“The investment 
opportunity for the clean 
energy transition is 
significant. The IPCC 
estimates that almost $3 
trillion of annual 
investments are needed to 
limit warming to 2°C by 
2050, or $3.5 trillion 
annually to limit 
warming to 1.5°C. 

Goldman Sachs sees a 
total investment 
opportunity of up to $16 
trillion by 2030 in a 
scenario that would be 
consistent with the global 
ambition to contain 
global warming within 
2°C (see Figure 8).17." 

BROOKFIELD ASSET MANAGEMENT 
FEBRUARY 2021 

 

• Mobilisation—connecting capital with investable projects and encouraging 
new market structures and increasing flows to emerging and 
developing economies. 

The needs of emerging economies will be a particular focus. In 2016, 
developed economies committed USD 100 billion annually in climate financing. 
According to the Organisation for Economic Co-operation and Development 
(OECD), the amount raised has not yet reached the target. Ahead of Glasgow, the 
UK has doubled its commitment to GBP 11.6 billion and the European Union (EU) 
has committed EUR 28 billion, both over the next five years. 

Goal 4: Collaboration—how to ensure there is global co-
ordination for what is clearly a global issue 

Climate change is a global issue, which requires a global solution. A lack of 
co-operation has contributed to the problems that now urgently need to be 
solved. As articulated in the Tragedy of the Commons or the Prisoner’s Dilemma, 
each country or jurisdiction tends to exploit common resources to its own 
advantage (typically without limit and potentially leaving everyone worse off). It 
remains to be seen whether China will be participating in Glasgow, and it is 
anticipated that Russia’s Putin will be ‘Zoom-ing in’.  

The goal of collaboration will infuse every discussion at the summit. The UN 
negotiations are consensus-based and the attendees have committed to remain 
at the table until all views have been aired and understood. Much of the focus of 
the collaborative efforts will be on the development of the rules now needed to 
achieve the Paris Agreement, the so-called ‘Paris Rulebook’. Areas of focus 
include climate financing, innovation, transparency and disclosure, global carbon 
markets, effective relationships between the private and public sectors, carbon 
credits, all of which have investor implications. 

A focus on creating momentum. As the IPCC report identified, the next decade 
is decisive, and whatever COP26 brings during November, momentum will only 
grow to deliver the markets and solutions needed to give any hope of achieving 
the 1.5°C scenario. 

 

 ENERGY EFFICIENCY Energy storage; efficient battery technologies 

 ENERGY ALTERNATIVES Large-scale wind and solar power; hydrogen 
alternatives 

 AGRICULTURE Mechanisation and yield improvements; livestock 
methane reduction; plant-based alternatives 

 TRANSPORT Electric and hybrid vehicles; mass transit adoption 

 SMART CITIES 
Carbon capture and storage technologies; more 
efficient heating, ventilation, and air conditioning 
systems; energy monitoring 

 WASTE AND WATER 
MANAGEMENT Recycling and wastewater treatment; waste to energy 

Source: Crestone. 
 

Climate investment themes from COP26 

As we wrote back in 2020 in A warming world, “as governments and businesses 
grapple with the reality of our changing climate, there will be a range of risks and 
opportunities that investors need to navigate”.  

The beneficiaries of the transition to a low-carbon economy are wide-ranging, 
and include sectors such as renewables and sustainable transportation, as well as 
resource efficiencies and waste and water management. “Financing [change] has 
already been identified as a key accelerator of the transition to a net-zero 
economy”, as recently noted by Société Générale. 
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The journey to net-zero 
2050 has also seen the 
development of a range of 
exchange-traded funds 
(ETFs) that provide active 
and passive exposure to 
climate-related 
investments. 

 

 

 

“Many companies will 
need to partner with 
solutions providers to 
help put them on a net-
zero trajectory. 
Decarbonization solutions 
include renewable power 
generation (mainly wind 
and solar, including 
distributed generation), 
green hydrogen and 
battery storage” 

BROOKFIELD ASSET MANAGEMENT 
FEBRUARY 2021 

The COP26 event is only likely to encourage and highlight an increasing cohort of 
opportunities across asset classes, from managed funds to individual securities, 
listed and unlisted. But it will also be important for investors to be keenly focused 
on understanding precisely where they are investing capital, the true nature of 
underlying investments, while also being valuation-aware as flows may potentially 
lead to periods of exuberant price gains.  

Equities – gaining exposure across a broad range of themes 

Equity investment, both direct and managed, will continue to provide largely 
unconstrained access to a broad range of climate-related themes. In advanced 
economies, attention will focus on mitigating technologies, whereas in emerging 
economies, rapidly growing incomes and populations will require substantial 
capital to underpin growing demand for cleaner technologies. 

For direct equities, the transition to a lower-carbon economy is expected to 
present opportunities across a broad range of sectors, many of which have been 
mentioned earlier. These include energy efficiency, green infrastructure, electric 
vehicle, battery technology and the like. Our ‘Thematic climate list’ on page 26 
outlines some of our preferred direct equity exposures.  

The journey to net-zero 2050 has also seen the development of a range of 
exchange-traded funds (ETFs) that provide active and passive exposure to 
climate-related investments.  

There is also a range of equity managed funds targeting climate-related 
outcomes, ranging from single thematics to investments across the broad 
spectrum. These thematics include clean energy, waste management, recycling, 
sustainable transport, water efficiency, and healthcare technology.  

Fixed income—green and sustainable bonds 

Green bonds, where capital is used for climate-related projects, have been a 
rapidly expanding investment opportunity. In 2021, USD 1.46 billion of green bonds 
were issued, up from USD 1.04 billion in 2020. Recent estimates suggest this 
could rise to USD 2.5 trillion by 2025 (according to Société Générale). Energy, 
buildings, transport and water were the top recipients of green bond proceeds 
in 2020. 

Sustainability linked bonds (SLBs) differ from green bonds. These are financial 
instruments that oblige companies to stick to their carbon neutrality targets 
(without necessarily using the funds for climate-related projects). 

Investors can typically garner access to green and SLB bonds, as well as 
sustainable credit, via fund managers focused on these types of investments.  

Alternatives—from unlisted credit to renewable infrastructure 

Alternative investments are likely to play a key role in the transition to net zero. 
This will cover a range of investments from venture capital to funding new 
technologies, unlisted credit and debt for companies operating in climate related 
industries, and the funding of clean or green capex.  

As Brookfield notes, the “electrification of industry and transportation is also a 
huge driver of the net-zero transition, but only to the extent that clean forms of 
energy are used. The resulting increase in demand for electricity worldwide 
redoubles the need for investment in clean energy technologies." 

Real assets should be a significant attracter of capital in the period ahead. 
Brookfield notes that in regard to infrastructure, many companies will need to 
partner with solutions providers to help put them on a net-zero trajectory. 
Decarbonisation solutions include renewable power generation (mainly wind and 
solar, but that also include distributed generation), green hydrogen and 
battery storage.  
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IMPORTANT NOTE 

This document has been prepared by Crestone Wealth Management Limited (ABN 50 005 311 937, AFS Licence No. 231127) (Crestone Wealth Management). The 
information contained in this document is of a general nature and is provided for information purposes only. It is not intended to constitute advice, nor to influence a 
person in making a decision in relation to any financial product. To the extent that advice is provided in this document, it is general advice only and has been 
prepared without taking into account your objectives, financial situation or needs (your Personal Circumstances). Before acting on any such general advice, we 
recommend that you obtain professional advice and consider the appropriateness of the advice having regard to your Personal Circumstances. If the advice relates 
to the acquisition, or possible acquisition of a financial product, you should obtain and consider a Product Disclosure Statement (PDS) or other disclosure document 
relating to the financial product before making any decision about whether to acquire it. 

Although the information and opinions contained in this document are based on sources we believe to be reliable, to the extent permitted by law, Crestone Wealth 
Management and its associated entities do not warrant, represent or guarantee, expressly or impliedly, that the information contained in this document is accurate, 
complete, reliable or current. The information is subject to change without notice and we are under no obligation to update it. Past performance is not a reliable 
indicator of future performance. If you intend to rely on the information, you should independently verify and assess the accuracy and completeness and obtain 
professional advice regarding its suitability for your Personal Circumstances. 

Crestone Wealth Management, its associated entities, and any of its or their officers, employees and agents (Crestone Group) may receive commissions and 
distribution fees relating to any financial products referred to in this document. The Crestone Group may also hold, or have held, interests in any such financial 
products and may at any time make purchases or sales in them as principal or agent. The Crestone Group may have, or may have had in the past, a relationship with 
the issuers of financial products referred to in this document. To the extent possible, the Crestone Group accepts no liability for any loss or damage relating to any 
use or reliance on the information in this document. 

This document has been authorised for distribution in Australia only. It is intended for the use of Crestone Wealth Management clients and may not be distributed or 
reproduced without consent. © Crestone Wealth Management Limited 2021. 
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