
 

 
 

Reclaim Finance’s response to the BoE “Options for greening the CBPS” consultation 

 

Consultation link 

 

Q1:  Principles for greening the CBPS 

 

Do respondents agree the Principles set out in Section 3 of the Discussion Paper are appropriate, in 

light of the role of the CBPS and the trade-offs the Bank faces as a public institution focused on the 

maintenance of monetary and financial stability?  Should any considerations be dialled up or down; 

and have any been overlooked? 

 

While we think the general approach laid out in section 3 is interesting, some of the considerations put 

forward in the section should be modified: 

1. Exclusion and divestment:  

• The Bank must not hesitate to exclude and divest from the activities that are at odds with 

the transition and companies that have no credible plans to transition now. For companies 

whose short-term interests are directly opposed to the transition, engagement will have 

little impact. For example, Oil and gas companies continue to invest far more in fossil 

fuels than renewables. Furthermore, for a company heavily involved in coal or 

unconventional oil and gas, the transition is not likely and the negative environmental 

impacts too great to be ignored. By excluding and divesting, the Bank will send a strong 

signal to other investors, as well as companies and consumers, and thereby have a far 

more important impact than would be possible via engagement. As exclusions should be 

used by the bank to narrow down the range of activities that are potentially compatible 

with the transition, this range should be reduced over time, as new activities became 

incompatible and as sustainable alternatives emerge. 

• Contrary to what the Bank seem to imply, divestment and exclusions have had a strong 

effect companies, notably in the oil and gas industry: 

o Growing exclusions and divestment led to the abandonment of major fossil fuel 

projects that have had a disastrous impact for the climate and environment. 

o Coal companies admitted on many occasions that pressure from divestment make 

it harder for them to find funding, especially for new projects.  

o Globally, divestment and exclusions have had an impact on funding to fossil 

fuels and contributed to the hardening of financing conditions for coal, oil and 

gas. This is especially meaningful since financing conditions for renewables have 

improved.  

• There is a very strong case for fossil fuel exclusions: 

o The International Energy Agency (IEA) highlights that new exploration and 

production of fossil fuels beyond what has already been committed to in 2021 is 

https://www.bankofengland.co.uk/paper/2021/options-for-greening-the-bank-of-englands-corporate-bond-purchase-scheme
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https://reclaimfinance.org/site/en/2021/05/18/iea-stops-investments-in-fossil-fuel-supply-but-still-bets-on-false-solutions/


 

incompatible with the net-zero goal. The IEA also shows that this pathway would 

require a drastic reduction in the use of all fossil fuels.  

o The UN Production Gap report indicates that global fossil fuel production should 

fall by 6% each year from 2020 to 2030 to get on a 1.5°C track. If, as the Bank 

underlines in its paper, coal is the fossil fuel that need the fastest reduction, oil 

and gas use also need an immediate and rapid decline.  

o According to analysis by Carbon Tracker, 84% of explored fossil fuel reserves 

should be left unexploited to avoid global warming to go past 1.5°C. Even if coal 

were to be phased out overnight, consuming oil and gas reserves would push us 

way past a 1.5°C warming.  

o As analysis from Oil Change International, Carbon Tracker and others have 

amply demonstrated, not a single oil and gas major is on track to limit global 

warming.  

• Fossil fuel exclusions would help the Bank reduce its exposure to climate-related risks. 

As Joseph Stiglitz stressed in a recent speech at the Green Swan Conference, fossil fuel 

are the riskiest assets when it comes to climate risks. This is even more true for new 

projects, that risk being closed to respect climate targets before they have been amortized. 

As analysis from Carbon Tracker stress, fossil assets will likely become “stranded 

assets”, something that is already starting to happen for coal. Unconventional oil and gas 

are also showing signs of greater risks, notably with many US shale companies going 

bankrupted in 2020 after continuously relying on increased production through 

indebtment. The Financial regulation today fail to account for these risks and adopting 

exclusions would protect the Bank, while sending a strong risk-oriented message other 

UK financial players.  

2. Requirements and timeline:  

• For companies that remain on the Banks’ balance sheet, the Bank must set ambitious 

eligibility requirements and timelines. Engagement strategies should clearly be linked to 

clear deadlines and – if not successful - result in divestment.  

• The Bank should consider setting more ambitious requirements and timelines for any of 

the more carbon intensive companies that remain on its balance sheet. If the Bank gives 

some relatively high-carbon issuers a chance to adapt, they must be particularly stringent 

with them. 

• To better monitor company progress, the bank should require short term targets (2 and 5 

years), and not only long-term ones.  

• It is not clear that the bank has the capacity and tools to assert effective pressure on 

companies through engagement. The Bank should precisely describe the tools it intends 

to use and the internal resources that would be devoted to engaging with companies and 

following their climate plans. 

3. Accounting for carbon emissions: 

• The Bank seems overly cautious on the accounting of scope 3 emissions. These emissions 

account for a very significant – and sometimes overwhelming – share of GHG emissions 

and should be integrated as soon as possible. 

• For any carbon intensive activity – including in the fossil fuel sector -, scope 3 emissions 

should be considered immediately. This is also true for the finance sector, where – as the 

Carbon Disclosure Program have showed – scope 3 emissions would be about 700 

greater than scope 1 and 2 emissions.  

 

https://productiongap.org/
http://priceofoil.org/2018/10/17/the-skys-limit-ipcc-report-15-degrees-of-warming/
http://priceofoil.org/2018/10/17/the-skys-limit-ipcc-report-15-degrees-of-warming/
http://priceofoil.org/2020/09/23/big-oil-reality-check/
https://carbontracker.org/oil-majors-net-zero-plans-still-far-from-paris-targets/
https://www.transitionpathwayinitiative.org/sectors/oil-gas
https://www.youtube.com/watch?v=6kzJujp1-AI
https://carbontracker.org/reports/stranded-assets-danger-zone/
https://www.ft.com/content/95efca74-4299-11ea-a43a-c4b328d9061c
https://www.ran.org/press-releases/fracking-fiasco-the-banks-that-fueled-the-u-s-shale-bust/
https://www.cdp.net/en/articles/media/finance-sectors-funded-emissions-over-700-times-greater-than-its-own
https://www.cdp.net/en/articles/media/finance-sectors-funded-emissions-over-700-times-greater-than-its-own


 

Q2 – Tool 1:  Portfolio Targets 

 

What approach to setting portfolio-level targets for the CBPS is likely to provide the best support to 

economy wide transition to net zero by 2050, taking into account the current maturity of climate 

metrics, transition pathways and models, as well as the Bank’s wider responsibilities to preserve the 

ability of the MPC to achieve its inflation target, to protect public money and to rely only on 

sufficiently robust data and metrics?  What challenges would need to be overcome in order to 

operationalise such an approach, and how might that best be achieved? 

1. How should investors, including the Bank, approach target setting in light of the considerable 

uncertainty around the timing and nature of transition? 

2. What role might there be, now or in the future, for targets defined in terms of designated green 

activities (e.g. green bond holdings, share of classified green revenues)? 

3. What are the advantages and disadvantages of framing targets in terms of point-in-time 

emissions vs forward-looking metrics (e.g. portfolio temperature rise measures or emissions 

reduction targets of issuers in a portfolio), and how might this balance evolve over time? 

 

Regarding portfolio targets, Reclaim Finance formulates several recommendations: 

1. A goal of rapid alignement:  

• The Bank should set an ambitious and short-term target for assets to be fully aligned with 

the transition. The Bank should also set targets for reductions in the CBPS’ weighted 

average carbon intensity (WACI) and point-in-time absolute emissions to assess whether 

or not it is truly aligning with the transition. Point-in-time and intensity targets should 

take the form of annual objectives while broader alignment target should be defined for 

the short and medium term.  

• The Bank should not rely on carbon offsets to reach its targets. Offsets are a dangerous 

distraction from climate action and can have negative consequences on the environment 

and biodiversity. 

• The goal of engagement - to the extent that it’s applied - should be to get companies to 

develop and enact credible net-zero strategies. If they are relatively high-carbon, fail to 

rapidly outline such plans, or show signs they are not abiding by them, then they should 

also be excluded and divested from. Therefore, engagement should always be paired with 

clear divestment deadlines.  

2. The question of climate scenarios and alignment pathways: 

• Climate change and the transition are characterized by high level of uncertainty. This 

uncertainty is reflected by the various “net-zero” or “1.5°C” pathways developed by 

organizations. Each and everyone of these pathways represent a possible path forward but 

rely on major assumptions. While some pathways seem relatively sustainable and 

realistic, others rely heavily on technologies or solutions that could severely affect the 

transition and deteriorate the environment and biodiversity. 

• The bank should not rely solely on forward looking metrics such as transition pathways. 

It should first and foremost act on the basis of the information already available, notably 

by excluding activities that are at odds with the transition and using current portfolio 

emissions.  

• The bank should only use scenarios that do not rely on carbon capture, negative 

emissions, and biomass expansion. These solutions are unproven at scale, extremely 

dangerous for biodiversity and the environment and could ultimately push us past our 

climate targets.  

3. The role of “green” targets and financial products:  

https://reclaimfinance.org/site/wp-content/uploads/2021/06/Consultation-response-Letter-from-RF-and-AW-to-TSVCM-June-19th-2021.pdf
https://reclaimfinance.org/site/wp-content/uploads/2021/06/Consultation-response-Letter-from-RF-and-AW-to-TSVCM-June-19th-2021.pdf
https://reclaimfinance.org/site/en/2021/02/15/ngfs-needs-to-revise-scenarios-to-avoid-climate-inaction/
https://reclaimfinance.org/site/en/2020/10/06/memo-climate-scenarios-5-traps-to-avoid-to-keep-global-warming-under-1-5c/
https://reclaimfinance.org/site/en/2021/05/18/iea-stops-investments-in-fossil-fuel-supply-but-still-bets-on-false-solutions/


 

• Targets designated in terms of green activities can play an additional role – mainly for 

transparency purpose - but should not be used to assess the bank real contribution to 

climate mitigation or climate impact.  

• The effectiveness of “green” finance tools has not been proven and is further misleading 

if not compared to the financial support given to polluting activities. In several occasion, 

so-called “green” financial products or bonds led to negative environmental 

consequences.  

• The Bank could still look at how green bonds, and bonds issued by low emissions 

companies, could readily replace bonds issued by high-carbon companies. But it must 

ensure it is applying a stringent classification of what activities may or may not 

reasonably be defined as ‘green’. 

 

Q3 – Tool 2:  Eligibility 

 

Which climate related criteria for CBPS eligibility could most effectively support economy wide 

transition to net zero, now and in the future, taking into account the availability and coverage of 

metrics, as well as the Bank’s wider responsibilities to preserve the ability of the MPC to achieve its 

inflation target, to protect public money and to rely only on sufficiently robust data and metrics? 

1. How could eligibility criteria best be used to incentivise companies to take meaningful actions 

towards transition? 

2. How can investors including the Bank best judge the pace of tightening eligibility criteria, to 

sharpen incentives, while giving firms time to respond to these and relying only on robust 

data? 

3. How should the Bank approach changes over time in expert opinion as to which activities are 

incompatible with transition to net zero, given the Bank’s broader responsibilities, and the need 

to rely on robust evidence and metrics? 

 

Regarding eligibility, Reclaim Finance formulates several recommendations: 

1. Leaving fossil fuels out:  

• As explained in Question 1, fossil fuel companies should not be eligible for the CBPS, 

and the Bank should prioritize divesting from them. 

• This should include all companies: 

o For whom the majority of revenues are derived from any fossil fuel activities, or; 

o Who are involved in any new fossil fuel projects, or; 

o Who are significantly involved in coal or unconventional oil and gas. 

• To determine whether a company involved in coal could be financed, the Bank should 

use the Global Coal Exit List. For unconventional fossil fuels, a new Global Oil and Gas 

Exit List will soon be available.  

2. Pairing engagement with short term threats and verifications:  

• For companies that remain part of the scheme following an initial round of exclusion and 

divestment, making eligibility conditional on credible and verified transition plans should 

be a near-term action rather than a ‘long-term aspiration’. More basic requirements, such 

as requiring disclosure of (scope 1, 2 and 3) emissions should be even more near-term. 

The Bank should set out a clear timeline for implementing these requirements, which 

should be more ambitious for relatively carbon-intensive companies, and more lenient for 

low-carbon companies. This would address the Bank’s concern about its requirements 

having the unintended effect of increasing the carbon-intensity of the CBPS. 

• Any requirement set by the Bank should result in divestment if not fulfilled at a given 

date.  

3. Exclusion could be reversed:  

https://alaingrandjean.fr/2021/05/20/lillusion-de-finance-verte-livre-librairie/
https://coalexit.org/


 

• While the Bank should be bold with immediate exclusions and divestments, and show 

ambition regarding requirements for remaining companies, exclusions should not 

necessarily be irreversible.  

• If excluded companies end up meeting the scheme’s criteria, they should be made re-

eligible for participation in the CBPS. This would mean that even excluded companies 

would still have some incentive to change – at no point would the Bank ever be 

terminally disengaged from a company.  

• However, this should not be the case for companies that were excluded because they 

invested in new fossil fuel projects. Allowing companies that invested in these projects to 

re-enter the CBPS later would severely weaken the effectiveness of this criteria. 

 

Q4 - Tool 3:  Tilting - What might provide the most effective basis for tilting CBPS purchases to 

provide effective incentives to firms to take actions towards net zero emissions? 

 

Regarding tilting, Reclaim Finance formulates several recommendations: 

1. Tilting is no substitute for divestment:  

• The Bank should adopt a tilting strategy, but this must not function as a substitute for 

exclusions and divestment where appropriate. Tilting strategies should be used to push 

companies to transition and any company that is at odds with the transition must be 

immediately excluded.  

• The discussion paper mentions “material risks to public money” as a justification for not 

divesting at scale, but as the transition accelerates, holding fossil assets on the Bank’s 

balance sheet poses a far bigger risk to public money than holding higher concentrations 

of bonds issued by a smaller pool of lower carbon companies.  

2. An efficient tilting approach: 

• Priority should be given to negative tilting. From a risk point of view, negative tilting is 

highly efficient. There is ample evidence that high carbon footprint triggers higher risks.  

• Rather than a light and slowly escalating tilt, the Bank should implement an early and 

heavy tilt. A “light touch” approach would have little to now impact on companies. At 

best, it would take several years to become an impactful tool and thus severely delay the 

alignment of the Bank portfolio. 

3. A nuanced approach to tilting:  

• The Bank should base its tilting strategy on a ‘scorecard’ of metrics, as proposed in the 

discussion paper. Using a variety of both backward and forward looking metrics would 

ensure that the tilting strategy is comprehensive and does not set up any perverse 

incentives.  

• Early on, it is particularly important that considerable emphasis is placed on past and 

current emissions. Placing too much emphasis on transition plans, for example, could 

result in high-carbon companies with transition plans benefiting from a positive tilt and 

lower-carbon companies without transition plans being penalised by a negative tilt.  

 

Q5 – Tool 4:  Escalation - How best can we build an escalation strategy into our approach, and what 

properties should this exhibit?  

 

Regarding escalation, Reclaim Finance formulates several recommendations: 

1. Using credible and time-bound levers: 

• The Bank’s question here is premised on the idea that it will start off with incentives, and 

then over time will consider negative tilts, exclusions, and divestments. The discussion 

paper even suggests that some companies’ actions might merit a positive tilt now but 

exclusion or divestment further down the line. This is concerning, as it implies the Bank 



 

could initially positively tilt towards companies that are meeting very low and inadequate 

requirements.  

• The Bank should consider the reverse approach, excluding highest emitters now and 

implementing an early and significant negative tilt for remaining relatively high-carbon 

companies. Over time, if these companies meet the Bank’s criteria, they could regain 

their eligibility and benefit from positive tilts. This would ensure that the Bank has 

incentives in place to support an economy wide transition, but also that it doesn’t 

continue to implicitly subsidize companies that are driving the climate crisis. 

2. Make best practices, not follow them:  

• The Bank’s discussion paper implies that the Bank is hesitant to move much faster than 

other market participants when it comes to negative tilts, exclusions, and divestments. 

But the Bank has significant signaling power via the CBPS. Not only does eligibility for 

the CBPS affect bond pricing and therefore companies’ financing conditions, the way the 

Bank manages risks in its portfolio also sets a precedent for other financial institutions.  

• As a public institution and a financial supervisor, the Bank has a responsibility to lead the 

way, rather than follow a slow-moving market, on climate risk management and net-zero 

alignment. 

 

Q6 - Overall approach:  

• Are the four main tools identified in the Discussion Paper the right building blocks for the 

Bank’s approach?   

• Are any unnecessary, or are there tools that should be considered that are missing? 

• How might the four tools best be combined into a coherent and effective overall approach to 

greening the CBPS?   

• What are the most important trade-offs affecting which combination to choose?   

• Have any potential valuable components been omitted? 

 

Reclaim Finance wants to make the general comments: 

1. The Bank over-rely on engagement:  

As argued in several previous questions, the Bank is significantly over-estimating its ability to 

influence companies via engagement. Engagement will be particularly ineffective in sectors 

where profitability is closely tied to environmental destruction. In these cases, repricing effects 

across financial markets, resulting from exclusions and divestments, are likely to be a far more 

powerful stick than the modest carrot that CBPS eligibility offers. 

2. The Bank should already go beyond climate change:  

Nature-related financial risks, such as those related to biodiversity loss, will also pose material 

risks to the CBPS. Not only do these risks interact and exacerbate climate risks, but they are also 

emerging over a far shorter time frame than longer-term physical climate risks. As part of its 

commitment to dynamically review and update environmental policies for the CBPS, the Bank 

should also conduct preliminary analyses of nature-related risk and impact within monetary 

policy operations.  

3. The “greening” of the CBPS is only the very first step:  

The Bank’s new green remits extend to other monetary operations and regulatory and supervisory 

functions and should push it to help the UK achieve its climate objectives. The greening of other 

monetary tools – including refinancing operations – should swiftly be explored. Furthermore, the 

Bank is moving slowly on the regulatory front. It is conducting a Climate Biennial Exploratory 

Scenarios based on flawed NGFS scenarios and has already said it will not even use this exercise 

to set capital requirements. Modelling exercises and more data are not necessary for the Bank to 

take immediate and meaningful climate-related regulatory action. For example, there is a strong 

case for the Bank to increase capital requirements against fossil fuel exposures now to protect 

financial stability and support net-zero. 

https://www.suerf.org/suer-policy-brief/27301/understanding-the-financial-risks-of-nature-loss-exploring-policy-options-for-financial-authorities#f2
https://neweconomics.org/2021/06/greening-finance-to-build-back-better
https://www.bankofengland.co.uk/stress-testing/2021/key-elements-2021-biennial-exploratory-scenario-financial-risks-climate-change
https://www.bankofengland.co.uk/stress-testing/2021/key-elements-2021-biennial-exploratory-scenario-financial-risks-climate-change

