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FOSSIL FUEL DIVESTMENT  
WHY DIVEST FROM FOSSIL FUELS? 

The Fossil Fuel Divestment Campaign initiated by activist author Bill 
McKibben and his group 350.org has captured the attention of the 
environmental movement, college campuses and environmentally 
conscious investors.  Like many grassroots movements, the message is 
loud, simple and designed to be easily understood.  Simply stated, if it is 
wrong to wreck the climate, then it is wrong to profit from that wreckage.  

The investment community reacts to such demands with a combination of 
shock and derision.  Arguing that prudent investment management 
requires investment in the energy sector for proper diversification, Wall 
Street dismisses the credibility of the movement.   

Yet, there are sound reasons to take the divestment movement seriously.   
First, the reality of climate change.  The 2010 Cancun Agreement forged a 
global consensus to limit global warming from 2000-2050 to 2 degrees 
Celsius.i  The Potsdam Climate Institute then calculated the total amount 
of CO2 that could be emitted to achieve this result: 866 GtCO2.  However, 
recent calculations published in Nature reveal that 282 GtCO2 have 
already been emitted in the first ten years of the century.  The Institute 
then calculated that to limit our carbon emissions to the remainder of this 
Carbon Budget by 2050, 80% of the proven oil, gas and coal reserves need to stay locked in the ground.ii 

This is where the divestment campaign comes in.  The campaign targets the top 200 publicly traded corporations who 
own oil, gas and/or coal reserves.  These are the companies whose primary financial interests lay in getting those 
reserves out of the ground as quickly as possible.  In other words, the business purpose of these companies directly 
contradicts the interests and possibly the survival of mankind.    The Divestment Campaign says that the time for talk 
and engagement are over, that holding the stocks and bonds of these companies merely enables the financial ability of 
these companies to extract fossil fuels at whatever pace they desire.iii 

DOES DIVESTMENT MATTER? 

Individual investors have the power to change the world.  An individual’s decision to buy or sell a company’s 
stock has an effect on the supply and demand for that stock, albeit small.  So much of a huge company’s 
finances are tied to the stock price, even a small change has magnified impact.  By examining a company’s SEC 
filings you can see how magnified the impact really is.  One major oil company’s Annual Report (10K) and Proxy 
Mailing (DEF14) for 2015 revealed that a one penny change in the company’s stock price had huge effects:  
That one penny increase meant the CEO’s personal net worth jumped over $60,000.iv The value of the 
company’s top executive compensation plans rose by $2.1 million.v  The total market value of issued company 



 
shares rose by $18.8 million.vi  Most of all, the value of stock the company could use to take over other 
companies rose by over $46.8 million.vii  Just from that one penny increase. 

The economic point of the personal divestment decision is to deny that oil company the power of that $46.8 
million per penny of stock price.  While it’s not possible to say exactly how much of an effect even 2% or 3% of 
investors divesting from fossil fuel company stock would have on stock prices, the financial impact could be 
huge.  And a huge financial impact could have an equally huge impact on fossil fuel extraction. 

 

 

WHAT ROLE WILL YOUR INVESTMENTS PLAY? 

CALL (866) 610-8752 TO CONTINUE THE CONVERSATION 
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Investing involves risk including loss of principal.  Different types of investments carry varying degrees of risk and clients and prospective 
clients should be prepared to bear investment and original principal loss.  Investing, including socially responsible investing, does not 

guarantee any amount of success. 
Securities offered through registered representatives of Cambridge Investment Research, Inc., member FINRA/SIPC. 

Advisory Services through Cambridge Investment Research Advisors, Inc., a Registered Investment Advisor. 
Cambridge and SharePower Responsible Investing, Inc. ™ are not affiliated. 
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