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“a decisive transition”

Our recommended path
The recommended sixth carbon budget and
2030 NDC
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Emissions abatement
Meeting the Sixth Carbon Budget requires
actions across four key areas
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Investment

“a major nationwide investment programme”

Resource costs
Change in resource costs over time as a
percentage of GDP

Source: CCC analysis.
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Investing for Net Zero
Major investment programme, delivering
offsetting operating cost savings
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Investment and
savings
Notes:
Costs of electricity are included in the energy
supply sector, whereas costs of other low-carbon
fuels such as hydrogen and bioenergy are
included in the sectors that use these fuels.
M&C is manufacturing and construction. “Other”
category includes aviation, shipping, land-use,
land-use change and forestry, agriculture,
removals, waste and F-gases. CAPEX refers to
additional annual capital investment. OPEX refers
to savings due to operational cost reductions.
Source:
CCC analysis
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The Road to Net Zero Finance group
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• Nick Robins (LSE Grantham
Institute, chair)
• Ben Caldecott (University of
Oxford)
• Ingrid Holmes (Federated
Hermes)
• Andy Howard (Schroders)
• Daniel Klier (HSBC)
• Rishi Madlani (RBS)
• Roberta Pierfederici (LSE)
• Rhian-Mari Thomas (Green
Finance Institute)
• Steve Waygood (Aviva investors)
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Background and context
•

There is now mainstream financial recognition
of net-zero and climate risk, but the pace
needs to accelerate.

•

The report was commissioned by the CCC to
focus upon how to finance net-zero
investment in the UK to complement the
ongoing work on greening finance.

•

So far, COVID is deepening not deflecting
commitment to net-zero finance with a focus
on channelling capital to a green recovery.

•

Mobilising investment for net-zero is
achievable with effective policies and
responsive markets.

•

Financial obstacles must be overcome if we
want to achieve net-zero (market and policy
failures, institutional gaps, weak demand,
insufficient skills and data etc).
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Principles for Net-Zero Finance

2. The Mindset

The mindset needs to shift from the risks
of climate change to the alignment of
finance with net-zero, resilience and justtransition.

3. The Economy
Real economy policies need to be
investable to attract an increased amount
of capital at a low cost.

1. The Prize

Finance will flow if effective policies
& market frameworks put in place

4. The System

5. The World

Financial policy and regulations need to
be designed with net-zero in mind and
institutional gaps filled to increase the
efficiency of capital intermediation.

Successful net-zero financing depends on
an effective international financial
architecture: the UK needs to co-create.

And six sets of recommendations to put into practice…
The Road to Net Zero Finance
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Strategic Recommendations

1. The UK should commit to be the world’s first
net-zero financial system cascaded through
market practice, regulation & public finance.
2. Make net-zero projects investable by
increasing predictability & reducing risks
through sector transition pathways, carbon
pricing and de-risking mechanisms.
3. Design net-zero policies so that they are
fair, support resilience & enable local action
through support for a just transition and joining
up net-zero with resilience and nature.
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Private finance recommendations

4. Ensure that market innovation deliver netzero finance through sector-specific tools
and system-wide instruments.
5. Deepen the skills and capacity of the UK’s
financial professionals to support clients
building on the Green Finance Education
Charter.
6. Build the literacy, expertise & confidence
of users of financial services demand
climate-aligned products by boosting
financial literacy & transparency on
sustainability.
The Road to Net Zero Finance
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Financial regulation recommendations

7. Fully integrate climate risks and net-zero
into financial regulation & monetary policy
(including assessing legacy rules for
alignment).
8. Make net-zero plans & targets mandatory
for financial institutions to show how investors
and banks will make their portfolios consistent.
9. Extend investor stewardship to incorporate
the achievement of net-zero to shape the
direction of retained earnings by business.
10. Set clear metrics for the net-zero transition,
at the institutional and product levels using
the UK’s newly announced green taxonomy.
The Road to Net Zero Finance
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Public finance recommendations

11. Use the UK’s post-COVID recovery plans to
fast-track climate investment by introducing
clear conditionality & issuing a series of Green
Sovereign Bonds to catalyse markets
12. Set net-zero and sustainability goals for
existing public finance institutions such as the
British Business Bank and UK Export Finance
13. Establish the new National Infrastructure
Bank with a clear net-zero & sustainability
mandate particularly to support local delivery
and crowd-in private capital.
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International recommendations

14. Build the international frameworks that
can accelerate the financing of net-zero,
resilience and the just transition through the
UK’s presidency of COP26 & the G7 to:
•

Build a coalition of countries committed to
net-zero financial reform.

•

Mobilise finance through a coordinated
issuance of green sovereign bonds

•

Establish an International Platform for
Climate Finance to bridge the global
financing gap.
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Tracking recommendations

15. Establish a regular assessment of
investment needs and financial flows for
climate action in the UK, including netzero, resilience and a just transition
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