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FOSSIL FUEL DIVESTMENT IS A $5 TRILLION CHALLENGE 

 
Pressure is starting to build for institutional investors to cut their exposure to fossil fuel 

stocks, but they will need to find viable alternative destinations for their money  
 
Hong Kong and London, 26 August – Oil, gas and coal companies make up one of the world’s largest 
liquid asset classes, with a combined stock market valuation of nearly $5trn. In the past two years, 
dozens of public and private institutions have announced plans to divest their fossil fuel holdings 
because of environmental concerns, ethical investment strategies, or worries that assets might become 
"stranded" by emission regulations.  
 
However, a much larger-scale divestment from fossil fuels by institutional investors would be far from 
easy, according to new research from Bloomberg New Energy Finance.  
 
Oil and gas stocks in particular are at the heart of institutional investor portfolios. ExxonMobil, the 
world’s largest oil and gas firm, has a market capitalisation of $425bn; BlackRock, the largest investor in 
oil and gas stocks, holds $140bn just in its top 25 holdings. Governments such as China, Russia, and India 
are also major strategic investors in fossil fuels.  
 
For some motivated investors, clean energy might be the logical destination for their money after 
divesting from fossil fuels, but clean energy currently does not yet approach the necessary scale as an 
investable asset class for institutions. While Bloomberg New Energy Finance forecasts $5.5trn in clean 
energy investment from now to 2030, much of that will have risk-return and liquidity characteristics 
suitable for banks, developers or utilities, not for pension funds or institutional asset managers.  
 
Clean energy equities, as captured by the Wilderhill New Energy Global Innovation Index, or NEX, have a 
free float of $220bn. Issuance of green bonds may top $40bn this year but that would still be less than 
3% of the new corporate debt issued in the US. "Yieldcos", also increasingly popular for investors 
wanting to get exposure to clean energy assets, have a total market cap of less than $20bn.  
 
Bloomberg New Energy Finance analysed seven other stock market sectors that could accept divested 
capital, ranging from Information technology to real estate. Companies in these sectors have many of 
the same investment attributes as fossil fuels firms, but not all of them in one package. 
 
For instance, information technology is a $7trn sector and its biggest firm, Apple, is nearly 40% larger 
than ExxonMobil – but as a group, IT companies offer relatively low yields, either because their shares 
are highly rated or because they pay modest dividends as a proportion of post-tax profits. Real estate 
investment trusts are only $1.4trn in total market cap, although they do have dividend yields of 4%-plus.  
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Nathaniel Bullard, author of the White Paper, said “Fossil fuels are investor favourites for a reason. Very 
few other investments offer the scale, liquidity, growth and yield of these century-old businesses with 
economy-wide demand for their products. Given their scale and performance, oil and gas companies are 
attractive to institutional investors. Coal firms, smaller and recently underperforming wider markets, are 
less of a focus for institutions.  
 
“The $5.5trn needed to build out clean energy through 2030 will offer many new opportunities for 
investors, but a major switch into that and out of fossil fuels would require a massive scale-up of new 
investment vehicles.” 
 
The White Paper is available for download here. 
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ABOUT BLOOMBERG NEW ENERGY FINANCE 
 
Bloomberg New Energy Finance (BNEF) provides unique analysis, tools and data for decision makers 
driving change in the energy system. With unrivalled depth and breadth, we help clients stay on top of 
developments across the energy spectrum from our comprehensive web-based platform. BNEF has 200 
staff based in London, New York, Beijing, Cape Town, Hong Kong, Munich, New Delhi, San Francisco, São 
Paulo, Singapore, Sydney, Tokyo, Washington D.C., and Zurich. 
 
BNEF products fit your daily workflow, streamline your research, sharpen your strategy and keep you 
informed. BNEF’s sectoral products provide financial, economic and policy analysis, as well as news and 
the world’s most comprehensive database of assets, investments, companies and equipment in the 
clean energy space. BNEF’s regional products provide a comprehensive view on the transformation of 
the energy system by region.  
  
New Energy Finance Limited was acquired by Bloomberg L.P. in December 2009, and its services and 
products are now owned and distributed by Bloomberg Finance L.P., except that Bloomberg L.P. and its 
subsidiaries (BLP) distribute these products in Argentina, Bermuda, China, India, Japan, and Korea. For 
more information on Bloomberg New Energy Finance: http://about.bnef.com, or contact us at 
sales.bnef@bloomberg.net for more information on our services. 
 
ABOUT BLOOMBERG 
 
Bloomberg, the global business and financial information and news leader, gives influential decision makers a 
critical edge by connecting them to a dynamic network of information, people and ideas. The company’s strength – 
delivering data, news and analytics through innovative technology, quickly and accurately – is at the core of the 
Bloomberg Professional service, which provides real time financial information to more than 319,000 subscribers 
globally. Bloomberg’s enterprise solutions build on the company’s core strength, leveraging technology to allow 
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customers to access, integrate, distribute and manage data and information across organizations more efficiently 
and effectively. Through Bloomberg Government, Bloomberg New Energy Finance and Bloomberg BNA, the 
company provides data, news and analytics to decision makers in industries beyond finance. And Bloomberg News, 
delivered through the Bloomberg Professional service, television, radio, mobile, the Internet and three magazines, 
Bloomberg Businessweek, Bloomberg Markets and Bloomberg Pursuits, covers the world with more than 2,400 
news and multimedia professionals at more than 150 bureaus in 73 countries. Headquartered in New York, 
Bloomberg employs more than 15,500 people in 192 locations around the world. For more information visit 
www.Bloomberg.com/now/ 
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