WHICH REFERENCE SCENARIO &
FOR WHICH SECTORAL POLICY? "

Finance

Carbon neutrality objectives aligned with the Paris Agreement’s 1.5°C limit on global tem-
perature rise have been adopted in the climate policies of many private actors. However,
several pathways exist to achieve these goals, each depending on the ways efforts are
distributed across geographical areas, sectors, and time periods.

While scaling global climate scenarios to the level of a company or financial portfolio has
methodological limits, the energy sector can rely on the International Energy Agency’s

(IEA) Net Zero Emissions by 2050 Scenario (NZE Scenario). This scenario provides a clear

and credible pathway to limit global warming to 1.5°C and achieve carbon neutrality by
2050. Updated annually in the IEA's World Energy Outlook (WEO), the NZE Scenario suc-
cessfully reconciles climate objectives with the need for energy security and a transition
aligned with development goals.

With such a scenario in place, energy sector players have no valid reason to avoid their
responsibility to follow a pathway aimed at limiting warming to 1.5°C by the end of the
century. This is the approach adopted by all French banking groups: as all of them, without

exception, refer to the NZE Scenario in their climate policies.’

plotting a course to reduce exposure to
fossil fuel sectors, but they must also
guide decisions with immediate impact,
particularly regarding support for fossil fuel
expansion. A 1.5°C global temperature limit

Scenarios can serve as a reference for

can be achieved through various scenarios. To
reduce uncertainties linked to some of them,
we prefer to focus on scenarios with little or
no overshoot and limited reliance on negative
emissions technologies.

1. IS GAS EXPANSION COMPATIBLE WITH THE 1.5°C GOAL?

a. Incompatibility due to carbon budget

All science-based scenarios agree that deve-
loping new gas exploration and production
projects, or liquefied natural gas (LNG) export
terminals, impedes the goal of limiting global
warming to 1.5°C - in particular for pathways
with little or no overshoot and limited reliance
on negative emissions technologies. According
to the International Panel on Climate Change

1. See communications from BNP Paribas, Crédit Agricole,
Société Générale, Groupe BPCE, Crédit Mutuel, and La
Bangque Postale.

2. IPCC, Climate Change 2022: Mitigation of Climate
Change, Technical Summary, page 22, March 2023

(IPCC),2 this incompatibility arises because
“emissions from existing fossil fuel infrastruc-
tures already exceed remaining cumulative net
CO2 emissions in pathways limiting warming
to 1.5°C (>50%) with no or limited overshoot”
and “the world must decrease global oil and
gas production and consumption by 30% by
2030.... This is equivalent to an annual average
decrease of 3% for both oil and gas until the end
of the decade.”

3. International Institute for Sustainable Development
(IISD), Lighting the Path: What IPCC energy pathways
tell us about Paris-aligned policies and investments,
page 3, June2022



https://www.iea.org/reports/global-energy-and-climate-model/net-zero-emissions-by-2050-scenario-nze#abstract
https://group.bnpparibas/actualite/rapport-climat-de-bnp-paribas-des-engagements-forts-pour-contribuer-a-lavenement-dune-economie-neutre-en-carbone-en-2050
https://presse.credit-agricole.com/actualites/credit-agricole-amplifie-ses-engagements-en-faveur-du-climat-8c40-9ed05.html#:~:text=baisse de 17%25 de l,25%25 d'ici 2025.
https://www.societegenerale.com/sites/default/files/documents/RSE/societe-generale-rapport-annuel-sur-l-alignement-2021-fr.pdf
https://newsroom.groupebpce.fr/actualites/le-groupe-bpce-fixe-ses-objectifs-de-reduction-demissions-carbone-dans-les-financements-des-secteurs-de-lenergie-a-horizon-2030-7d62-7b707.html#:~:text=Le Groupe BPCE s'engage sur une trajectoire de r%C3%A9duction,Net Zero Emissions by 2050.
https://www.creditmutuel.com/partage/fr/CNCM/telechargements/presse-et-publications/publications/2023/2022-Engagements-NZBA-Net-Zero-Banking-Alliance.pdf
https://www.labanquepostale.com/responsabilite-societale-des-entreprises/nos-engagements/engagements-envers-la-planete.html
https://www.labanquepostale.com/responsabilite-societale-des-entreprises/nos-engagements/engagements-envers-la-planete.html
https://www.ipcc.ch/report/ar6/wg3/downloads/report/IPCC_AR6_WGIII_TechnicalSummary.pdf
https://www.ipcc.ch/report/ar6/wg3/downloads/report/IPCC_AR6_WGIII_TechnicalSummary.pdf
https://www.iisd.org/system/files/2022-06/ipcc-pathways-paris-aligned-policies.pdf
https://www.iisd.org/system/files/2022-06/ipcc-pathways-paris-aligned-policies.pdf

The reduction of fossil fuel production is also
highlighted in other scenarios,* including: the
One Earth Climate Model (OECM)> developed by
the Net-Zero Asset Owner Alliance (NZAOA),
the UNEP's Production Gap Report,® and theUN

High-Level Expert Group's (HLEG) Integrity
Matters report.’ It has also been confirmed by
scientific studies published in Environmental
Research Letters,® Nature,” and from the Tyndall
Centre for Climate Change Research.™

Global oil and gas production based on various 1.5°C pathways
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b. LNG Infrastructure overcapacity risks
worldwide fossil fuels lock-in

In the IEA's NZE Scenario, the development
of new gas projects, including exploration
and production and midstream liquefied na-
tural gas (LNG) export terminals," is deemed
incompatible with the goal of limiting global
warming to 1.5°C. This also applies to LNG
terminals, as future global LNG needs are
already largely met by existing infrastructure.

4. 1ISD, Navigating Energy Transitions: Mapping the road
to 1.5°C, page 9, October 2022

5. Institute for Sustainable Futures (ISF), Limit
global warming to 1.5 °C: Sectoral pathways & Key
Performance Indicators, page 37, May 2022

6. SEIl, Climate Analytics, E3G, IISD, and UNEP, The
Production Gap Report 2023: Phasing down or phasing
up? Top fossil fuel producers plan even more extraction
despite climate promises, page 16, November 2023

7. UN High-level Expert Group (HLEG) on the Net Zero
Emissions Commitments of Non-State Entities, Integrity
Matters: Net Zero Commitments by Businesses,
Financial Institutions, Cities and Regions, page 23,
November 2022

In its World Energy Outlook 2024 report, the
IEA highlights the risks of overcapacity in
LNG infrastructure due to the proliferation of
projects, given that existing infrastructure is
already more than sufficient.

The global decline in fossil gas demand also
justifies halting the development of new LNG
import terminals in many regions, such as Eu-
rope and South Korea.™

8. Kelly Trout et al, Existing fossil fuel extraction would
warm the world beyond 1.5 °C, Environmental Research
Letters, Volume 17, Number 6, May 2022

9. Dan Welsby et al, Unextractable fossil fuels in a 1.5 °C
world, Nature, Volume 597, pages 230-234, September
2021

10. The University of Manchester Research, Phaseout
Pathways for Fossil Fuel Production Within Paris-
compliant Carbon Budgets, March 2022

11. IEA, World Energy Outlook 2024, page 239, October
2024

12. Institute for Energy Economics and Financial Analysis
(IEEFA), South Korea is building too many LNG import
and storage terminals, November 2023



https://www.iisd.org/system/files/2022-10/navigating-energy-transitions-mapping-road-to-1.5.pdf
https://www.iisd.org/system/files/2022-10/navigating-energy-transitions-mapping-road-to-1.5.pdf
https://www.iisd.org/system/files/2022-10/navigating-energy-transitions-mapping-road-to-1.5.pdf
https://www.iisd.org/system/files/2022-10/navigating-energy-transitions-mapping-road-to-1.5.pdf
https://www.unepfi.org/wordpress/wp-content/uploads/2022/05/UTS_Limit-global-warming_Sectoral-Pathways-and-Key-KPIs.pdf
https://www.unepfi.org/wordpress/wp-content/uploads/2022/05/UTS_Limit-global-warming_Sectoral-Pathways-and-Key-KPIs.pdf
https://www.unepfi.org/wordpress/wp-content/uploads/2022/05/UTS_Limit-global-warming_Sectoral-Pathways-and-Key-KPIs.pdf
https://www.unepfi.org/wordpress/wp-content/uploads/2022/05/UTS_Limit-global-warming_Sectoral-Pathways-and-Key-KPIs.pdf
https://www.unepfi.org/wordpress/wp-content/uploads/2022/05/UTS_Limit-global-warming_Sectoral-Pathways-and-Key-KPIs.pdf
https://www.unepfi.org/wordpress/wp-content/uploads/2022/05/UTS_Limit-global-warming_Sectoral-Pathways-and-Key-KPIs.pdf
https://www.unepfi.org/wordpress/wp-content/uploads/2022/05/UTS_Limit-global-warming_Sectoral-Pathways-and-Key-KPIs.pdf
https://productiongap.org/wp-content/uploads/2023/11/PGR2023_web_rev.pdf
https://productiongap.org/wp-content/uploads/2023/11/PGR2023_web_rev.pdf
https://productiongap.org/wp-content/uploads/2023/11/PGR2023_web_rev.pdf
https://productiongap.org/wp-content/uploads/2023/11/PGR2023_web_rev.pdf
https://www.un.org/sites/un2.un.org/files/high-level_expert_group_n7b.pdf
https://www.un.org/sites/un2.un.org/files/high-level_expert_group_n7b.pdf
https://www.un.org/sites/un2.un.org/files/high-level_expert_group_n7b.pdf
https://iopscience.iop.org/article/10.1088/1748-9326/ac6228
https://iopscience.iop.org/article/10.1088/1748-9326/ac6228
https://www.nature.com/articles/s41586-021-03821-8
https://www.nature.com/articles/s41586-021-03821-8
https://research.manchester.ac.uk/files/213256008/Tyndall_Production_Phaseout_Report_final_text_3_.pdf
https://research.manchester.ac.uk/files/213256008/Tyndall_Production_Phaseout_Report_final_text_3_.pdf
https://research.manchester.ac.uk/files/213256008/Tyndall_Production_Phaseout_Report_final_text_3_.pdf
https://iea.blob.core.windows.net/assets/c036b390-ba9c-4132-870b-ffb455148b63/WorldEnergyOutlook2024.pdf
https://ieefa.org/articles/south-korea-building-too-many-lng-import-and-storage-terminals
https://ieefa.org/articles/south-korea-building-too-many-lng-import-and-storage-terminals

LNG trade by scenario relative to existing and
under construction export capacity to 2050
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2. ARE FINANCIAL INSTITUTIONS OBLIGED TO ALIGN WITH 1.5°C SCENARIOS?

Given the determinants of the various
1.5°C-aligned energy scenarios compatible with
limiting global warming by the end of the centu-
ry, a financial actor cannot claim to be working
to combat climate change if they indiscrimina-
tely support fossil fuel companies and projects.
Instead, the climate commitments they make re-
quire them to mobilize all available resources to
maximize the chances of achieving their climate
goals.

The primary responsibility of financial actorsis to
ensure that their activities do not hinder the en-
ergy transition. Fossil fuel expansion undermines

all transition efforts since it adds to - rather than
replaces - sustainable energy sources, failing to
significantly reduce greenhouse gas emissions.

Moreover, limiting climate action in order to
address energy needs is paradoxical. These two
goals are neither contradictory nor of different
priority levels. If a financial actor claims to align
their business model with the goal of meeting
energy needs, they have no reason to shy away
from using their discretion to reduce the impact
of their financing activities on the energy sector
in the name of combating climate change.

RECOMMENDATIONS

Reclaim Finance calls on financial institutions not to present fossil gas as a transitional
energy source and tocommittoacomplete short-term halt to all financial services that
support fossil gas expansion across its value chain, including in the power generation
sector. This includes an immediate halt to all support for new gas fields and liquefied
natural gas (LNG) export terminals, as well as to the companies developing them.

Click here to consult our detailed
recommendations for financial institutions.



https://reclaimfinance.org/site/

