
DC schemes, Defined Contribution? Why not Defeat Climate-change? 

Young professionals today face a future of defined contribution pension schemes. An increasingly important 

investment focus of these schemes should be investing in long term environmental stability, as well as 

providing the investor with a secure financial future.  

There are many reasons why young workers should 

choose to invest in funds dedicated to reducing global 

dependence on carbon based fuels. The most obvious 

arises from the fact that young people are going to live 

for longer than their ‘older and wiser’ counterparts. 

Climate change is going to have a greater effect on the 

lives of individuals entering the job market than on those 

exiting it. This presents a clear motive for the younger 

generation to prioritise investing in renewable energy 

funds, and is something we should be discussing more 

proactively. 

Carbon-based resources are running out. Whilst the 

‘golden pension era’ retirees have been able to keep 

their houses warm at night by burning fossil fuels, 

‘generation millennial’ is going to need a replacement 

fuel for the future. We might as well hold our 

investments in paper cash to burn in our fireplaces if we 

are not prepared to invest in new energy sources for the future. Whilst it is easy to say that ‘climate change 

isn’t real’, or ‘we won’t run out of oil in my lifetime, it is increasingly suggested that the end of global fossil 

fuel use will come before our wells dry up.  

It is possible that government regulation that will end the use of fossil fuels. Brexit will grant us independence 

from continental Europe; with this comes the need for the United Kingdom to have energy independence. 

Over the course of the young professional’s working life, we are likely to see a dramatic change in government 

objectives regarding energy production. This creates both an investment risk and an investment opportunity 

that can be exploited by young pensions savers.  

While the attractiveness of long term renewable investment 

is becoming understood, it is paralleled by the mass of 

investors hoping to avoid their investments becoming 

‘stranded assets’ alongside the oil that their value relies 

upon. The long-term characteristics of renewable energy 

investments makes them ideally suited to pension fund 

investment. Renewable energy investments often require 

high start-up costs but thereafter have more contained 

maintenance costs alongside an income stream that should 

pay dividends for many decades. As a young person about 

to enter the job market, and not accessing my own pension 

fund for another 50 years, this offer seems incredibly 

appealing. 

Climate-responsible and renewable investing provide the 

possibility of sustainable long-term risk-adjusted returns in 

an environment where other long-term investments appear 

to be increasingly risky. This carries heightened importance for young people, whose DC scheme investment 

duration by far exceeds that of their DB scheme counterparts. 
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