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Subject: Carbon bubble

A range of financial institutions have identified the risk of a ‘carbon bubble’ in the financial markets. 
The carbon bubble refers to the overvaluation of fossil fuel reserves, many of which could become 
stranded assets, should the world meet its stated objective of limiting climate change to +2°C. 
McKinsey and the Carbon Trust have estimated that 30-40 % of company value could be endangered 
because of the carbon bubble. With the European financial sector having invested more than EUR 1 
trillion in fossil fuel assets, the EU is particularly at risk of a carbon bubble.

In this context, President Mario Draghi has asked the Advisory Scientific Committee of the European 
Systemic Risk Board to investigate the carbon bubble. The Bank of England is also looking into the 
issue and most recently the G20 has asked the Financial Stability Board in Basel to convene a public-
private inquiry into the carbon bubble.

Some institutions are already acting on the potential consequences of the carbon bubble. The 
Norwegian Sovereign Wealth Fund has decided to sell stakes in firms that generate more than 30 % 
of their revenue from coal and many other institutions such as the Church of England, Rockefeller 
Brothers Fund, AXA, cities and universities have also decided to partially divest from fossil fuel 
assets.

In this context, could the Commission please explain:

– What action is the Commission taking to tackle the carbon bubble?

– Will the carbon bubble be included in the capital markets union despite the fact that the Green 
Paper does not mention it?

– Which legislative or non-legislative initiatives regarding the carbon bubble are to be expected 
from the Commission in the coming years?

– Does the Commission believe that the non-financial reporting directive should include 
transparency and disclosure requirements with regards to carbon exposure?
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