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The most important developments from the conference 

 

In the run-up to COP26, the G20 met in Italy with the ambition 

of delivering optimistic climate targets for the rest of the world 

to follow. The group agreed to “enhance” their respective 2030 

climate plans, and while this reflects a positive direction of 

travel, it would still result in aggregate emissions surging 43% 

above 2010 levels; in comparison, a 45% reduction is needed 

to achieve the 1.5°C target. During the G20 talks, member 

countries also agreed to deliver COVID-19 recovery plans with 

“an ambitious share” of their budget supposedly targeting 

climate change.  

 

Building on this, COP26 unfolded over the last couple weeks 

and came to a close on Saturday 13 November with a list of 

agreements and action points. The successes of the 

conference include a breakthrough agreement on fossil 

fuels, agreement on a 45% reduction in emissions by 

2030, progress on the global carbon trading mechanism, 

and further discussions on the need to tackle methane 

emissions. Importantly, the International Energy Agency 

(IEA) stated that if all pledges come to fruition, the world 

is on track for warming of 1.8°C, which represents an 

improvement both from the 2.7°C rise calculated by the United 

Nations using the 2030 pledges and targets that existed prior 

to COP26, as well as the 2.1°C rise obtained by factoring in 

2050 net-zero objectives. 

 

 

 

 

 

 

Sources: Climate Action Tracker, International Energy Agency. 

 

The biggest achievement of the conference was the 

methane pledge, signed by over 100 countries accounting for 

some 42% of global methane emissions. Methane is a much 

more potent greenhouse gas than CO2, making it a significant 

driver of climate change and the collective agreement targets 

a 30% reduction by 2030. Even though some of the largest 

emitters, such as China, Russia and India, did not sign up, it 

would be enough to hold a rise in global temperatures down 

to 1.8°C, as per the IEA scenario analysis. 

 

Another main development was Brazil signalling its 

willingness to compromise on Article 6 from the 2015 Paris 

Agreement, enabling negotiations to reach a deal on global 

carbon trading. Article 6, amongst other things, aims to 

establish a policy foundation for an emissions-trading system, 

which could help lead to a global price on carbon. Brazil was 

in complete opposition to this in 2019 at COP25 and this latest 

development is a key success, as the country’s Amazon 

rainforest will play a significant role in the new carbon-offset 

scheme.  

 

Finance is a powerful and essential tool in the fight 

against climate change. The Glasgow Financial Alliance for 

Net Zero (GFANZ) created by Mark Carney to consolidate 

decarbonisation commitments for financial institutions 

reached over 450 members representing USD 130 trillion in 

capital to net zero. GFANZ will help financial institutions as 

well as governments establish better climate-related reporting 

structures and help develop further climate-risk-specific 

regulatory standards. For the first time, an agreement was 

reached to establish the mechanisms required to provide help 

Key points 

 

The 2015 Paris Agreement called for a 5-year cycle 
of updates on nationally determined contributions 
(NDC). This latest update would have occurred in 
2020 but was postponed due to the COVID-19 
pandemic. 
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to countries struck by catastrophic climate events, but the finer 

details will be determined next year in Egypt at COP27. 

  

A report released by the COP26 organisers confirmed that 

developed countries raised significant funding to help 

developing countries tackle climate change but did not 

reach their target of USD 100 billion. The estimated amount 

is closer to USD 83–88 billion and caused many developing 

countries to point out that developed countries were not 

leading by example. In the larger scheme of things, BNEF 

estimates that USD 644 billion was invested in renewables, 

electric vehicles and other technologies behind the energy 

transition in 2020, with about USD 240 billion actually going to 

developing countries, albeit mainly in China, and most of the 

funds were raised and spent locally. 

  

India, the fastest-growing economy in the world, pledged 

for the first time ever to reach net-zero CO2 emissions, 

although its decarbonisation promise only puts the country in 

line to reach that goal by 2070, while most countries promise 

to hit a net-zero CO2 goal by 2050, with China aiming for 

2060. By stretching its time horizon, India is effectively trying 

to balance its aspirations for economic development and 

decarbonisation. Moreover, India also announced its intention 

to reach 500 GW of non-fossil energy capacity by 2030, up 

from 450 GW previously, which represents 3.2 times the 

current non-fossil capacity.  

  

Saudi Arabia, Thailand and Vietnam also announced net-

zero pledges for the first time. Although some of these 

commitments still lack concrete, science-based, long-term 

emission-reduction plans, we can only hope that with 

legislated targets in place, various policies across countries 

helping the climate transition will likely get better chances of 

being accepted. As BNEF rightly points out, only 10% of global 

greenhouse-gas emissions were covered with net-zero goals 

in January 2020. With these latest announcements, 62% of 

emissions are now covered with net-zero goals, and another 

27% are under discussion. 

  

The talks also touched on the science and innovation 

needed to limit global warming. According to BNEF, early-

stage climate-tech investment sector funding reached USD 

36.8 billion in the first nine months of 2021 alone, with an 

increasing belief that this sector can not only help limit global 

warming but can also generate significant returns. Early-stage 

companies in that sector cover a wider range of industries and 

solutions than ever before, from renewable power to 

sustainable materials, meat alternatives and satellites. In this 

context, the mobility sector has attracted the highest share of 

funding. Coincidently, 24 nations accounting for 20% of the 

global auto market pledged at COP26 to have all new cars and 

vans to be zero-emission by 2040, or 2035 in leading markets. 

Another seven countries agreed to work intensively to boost 

electric vehicle deployment in their countries, setting the stage 

for zero-emission vehicles to account for at least a quarter of 

the global fleet. 

  

A breakthrough agreement on fossil fuels was reached by 

20 countries, the intention being to end overseas financing, 

although it must be said that major global contributors are 

missing from the list. Similarly, the UK initiated the “consign 

coal to history” programme. The idea of phasing out coal-

generated power by 2040 is a good one; however, the 

countries that have joined this initiative account for less than 

one-tenth of global coal-fired generating capacity and many of 

them had already announced their intention to phase it out 

anyway. One exception is South Africa, which struck a deal 

with France, Germany, the US, the UK and the European 

Union to be granted USD 8.5 billion over the next 3–5 years 

to help the country phase out coal-fired power plants that 

supply 80% of the country’s electricity generation. 

 

An encouraging pledge was made by 100 countries which 

account for over 85% of the world’s forests to end 

deforestation by 2030. The pledge is backed by USD 19.2 

billion, of which USD 7.2 billion will come from corporations 

who will cease investments in activities linked to deforestation; 

however, this remains well under the USD 711 billion per 

annum needed up to 2030 to reverse biodiversity decline. 

Indonesia was one of the 100 countries who made this 

commitment, however, the country’s vice foreign minister later 

announced that the country had only agreed to keep its forest 

cover steady, meaning that trees could still be cut down and 

replaced to support economic growth which remains the 

country’s priority. That said, this sort of global commitment is 

a positive development ahead of next year’s COP15 on 

biodiversity restoration. 

 

At the end of the conference, the US and China boosted 

sentiment by posting a joint statement on enhancing 

climate action in the 2020s. The news went down well with 

the public, but arguably lacked concrete and specific pledges 

from either country: the bar was set quite low in terms of 

cooperation between the two nations with the largest CO2 

footprints, so any kind of entente between the two nations 

should be considered positive. 

The Impact Investing team’s 5-point climate change wish list 

 

1) Tangible progress on the Nationally Defined 

Contributions (NDC) set out in the 2015 Paris 

Agreement, including the publication of more 

detailed plans relating to the 2030 targets and how 

they will be reached. 

 

The G20 represents three-quarters of global greenhouse-gas 

emissions, making the 20 countries' climate commitments 

essential to achieving the 1.5°C target. However, most 

announced climate plans are merely “enhancements” to 

existing NDC and are often subject to national circumstances. 

As it stands, resulting emissions would still surge 43% above 

2010 levels by 2030 – a long way off the 45% reduction 

needed to achieve the 1.5°C target. Moreover, the ways in 
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which this will be actioned remain vague: although the top ten 

G20 members approved significant green stimulus funding 

(USD 494 billion), this remains well below the investments 

from carbon-intensive sectors (USD 1,238 billion). 

 

2) An increase in the number of high-emitting entities 

(such as countries and industries) committing to net-

zero targets. This overlaps with Wish #1 but also ties 

into the initiatives relating to the First Movers 

Coalition. So far, corporate and other non-

governmental targets have used different 

methodologies to come up with different 

commitments. Now, we are looking for more 

standardisation within those commitments, e.g. 

science-based targets. We would like to see more 

targets set by companies with detailed explanations 

of how those targets and milestones will be achieved 

along the way. 

 

While the number of countries committed to net-zero goals 

increased significantly going into the conference, a number of 

question marks remain around some of the biggest emitters’ 

targets. India, which represents 7% of global emissions, 

committed to a 2070 deadline but still lacks a peak emission 

target or year, making it difficult to assess and forecast 

progress relative to what is required. While we welcome the 

progress made by the automotive industry, with 24 countries 

pledging all new cars to be zero-emission by 2040 and eleven 

automakers committing to net-zero, efforts in other key supply 

chains remain absent. Most notably, initiatives to stimulate 

demand for low-carbon goods, and to decarbonise the steel, 

cement and concrete supply chains have been insufficient. 

Four countries unveiled plans in this direction, but these only 

account for 8% of finished steel products.  

 

3) Financial support for less wealthy countries to 

transition their energy infrastructure: a target of USD 

100 billion per annum. Much of the responsibility as 

high-consuming nations lies with richer countries. 

Incentivisation and investment aid will help lower-

income countries get on the path towards 

decarbonisation whilst avoiding the potential job 

losses that could come without financial support. 

 

The USD 100 billion target was not reached and this year’s 

total is likely to be closer to USD 85 billion (BNEF estimates a 

lower figure of USD 56 billion). After more than a decade since 

the original pledge, the missing amount seems marginal 

compared with the more ambitious pledges those resources 

could stimulate from the less-developed and faster-growing 

economies. It is imperative that richer countries and alliances 

fulfil their responsibility on this, especially when almost six 

times this amount (USD 596 billion) was spent by the G20 

supporting fossil fuels.  

 

4) A broader take-up of carbon pricing and trading 

mechanisms. Wish #3 is effectively the carrot; Wish 

#4 is the stick. Carbon pricing and broader 

mechanisms will embed a cost into supply chains for 

failing to decarbonise global economies. The current 

price of carbon in the world’s largest trading market 

(the EU’s ETS) is around EUR 60 per tonne, but the 

IEA has concluded that a net-zero emissions 

scenario by 2050 will need a price of USD 250 per 

tonne in developed countries and USD 200 per tonne 

in China, Brazil and Russia. China introduced its 

carbon-trading scheme in July of this year covering 

the power-generation sector in the first instance. 

 

COP26 members determined the framework that will govern 

international cooperation and carbon pricing, a crucial but one 

of the most contentious areas of the Paris Agreement. The 

framework outlines the rules which form the accounting 

system that prevents double-counting of emissions reductions 

and paves the way towards implementation. 

However, beyond the UK, France, Germany and Italy, who 

have mandated nationwide climate-risk regulations for 

investors, it must be noted that very few governments have 

implemented policies to ensure correct data disclosure to 

enable climate change risk assessments. Significant 

improvements remain necessary, as more than half of the G20 

countries have not even outlined generic environmental 

disclosure requirements. 

Regarding carbon pricing, only ten of the sixty active carbon 

markets have high enough prices to achieve the goals of the 

Paris Agreement, and those ten markets cover just 4% of 

global greenhouse gas emissions. Even if this coverage were 

to increase and if the price per metric tonne reached the USD 

50–100 level by 2030, carbon pricing alone would not be 

enough; innovation in new technologies and the relevant 

infrastructure will be required. 

 

5) A general wish that politicians can leave behind their 

vested domestic interests and protection of the 

status quo, and, in so doing, avoid playing politics by 

attempting to confuse fossil fuel or agricultural 

connections with climate change. 

 

The US and China published a joint statement on “enhancing 

climate action in the 2020s”, but the document lacks concrete 

pledges from either country on retiring coal-fired power plants 

and reducing CO2 and methane emissions. Similarly, a 

number of developing countries are continuing to balance 

economic incentives with climate initiatives until the right 

amount of funding is provided by developed countries. 

An area coming under increasing scrutiny has been the 

activities of various lobby groups. It was reported that over 100 

fossil fuel companies sent over 500 lobbyists to COP26, out 

of a total of around 40,000 registered delegates. Had this 

group been a country, it would have counted as the most 

represented nation at the Glasgow talks. Whilst some fossil 

fuel companies are clearly embracing the transition to clean 

energy, the suspicion remains that much of this lobby is aimed 
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at slowing down the pace of change and the preservation of 

the status quo.  

 

Conclusion 

The final outcomes of COP26 can be interpreted as a series of 
constructive compromises, which, in spite of their drawbacks, 
send a positive signal as countries around the globe 
acknowledge that stronger action is required to combat the 
climate crisis. The momentum behind companies that supply 
solutions to the problems highlighted by COP26 will no doubt 
continue to grow and the reallocation of capital away from 
unsustainable revenue streams towards this global realignment 
has just received another shot in the arm. 
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