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Special Report
Every year since 2013 Euronav has taken the opportunity to write a special paper on a subject matter impacting on 
the wider crude tanker sector. These papers offer not only a deeper understanding of our positioning in certain areas 
but are also intended to stimulate further open discussion and debate. The views expressed in this paper are those of 
Euronav at the date of publication and not given as part of any wider corporate strategic messaging. 

Divestment as a process of selling stocks, bonds, 
or investment funds that are unethical or morally 
ambiguous has gained remarkable traction in recent 
years. It has moved from being a fringe strategy to a 
USD 20 trillion movement. Within government, capital 
markets, and society at large, the divestment movement 
has changed the conversation and forced a fundamental 
re-think of the future of the global energy system. 

In this paper, we assess where we stand regarding divestment in 
the energy and shipping sector, and what is the best way forward. 
Divestment sounds appealingly simple to both the corporate 
sector and investors alike: Cut off the flow of investment and 
funds to those not complying with the rules, thus depriving 
them of capital. Its strongest critics regard this as a blunt 
and counterproductive instrument. In our view, the complex 
problems presented by climate change and the energy 
transition cannot be reduced to a binary choice between 
divestment and engagement.

As the world slowly pivots away from fossil fuels, investor and 
corporate engagement can promote economic and energy 
continuity by helping businesses effectively transition to a low-
carbon world. However, this is not a one-size-fits-all approach. 
Engagement strategies that fail to contemplate transformative 
change should be rightly condemned as greenwashing. 

Divestment does have a role and those who remain unwilling 
or unable to align with best practice should feel its pressure.

Investors and corporates can be valuable long-term partners 
in the transition to a low-carbon economy. Capital can and 
should be rationed but must be allocated to those developing 
and deploying change. The ‘green champions’, regardless of 
their activity, should be identified and rewarded.

In this report, we consider and define “divestment” as a 
process of selling subsidiary assets, investments, or divisions 
of a company to maximise the value of the parent company. 
Both corporates and investors may look to a divestment 
strategy to satisfy other strategic business, financial, social, 
environmental, or political goals. Investors can refrain from 
investing in companies still holding certain types of assets, or 
avoid specific sectors altogether, or companies as part of their 
investment mandate.

Divestment is not as simple as merely not investing in certain 
sectors, industries, or companies. There are nuances within 
the divestment universe that roughly fall into the following six 
broad categories:

Exclusion - The act of barring a company's securities from 
being purchased for a portfolio due to business activities that 
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are deemed unethical, harmful to society, or in breach of laws 
or regulations. 
 
Thematic investing - An approach that focuses on predicted 
long-term trends rather than specific companies or sectors, 
enabling investors to access structural, one-off shifts that can 
change an entire industry. 

Regulation investing - Guided by third-party or investment 
management rules that focus on specific regulations from 
bodies such as the EU. The incoming EU taxonomy regulations 
are a good example of how investments in certain sectors 
will go against regulatory investment and therefore require a 
strong justification for their place in a portfolio. 
 
Impact investing - An impact investing strategy targets 
companies or industries that produce social or environmental 
benefits. For example, some impact investors seek to support 
renewable energy, electric cars, microfinance, sustainable 
agriculture, or other causes which they believe to be 
worthwhile.

Activist investing - An investor buys a significant stake in a 
public company in a bid to influence how the company is run, 
such as by obtaining seats on its board of directors. Companies 
that are poorly managed, have excessive costs, could be run 
more profitably if taken private, or have other problems the 
activist investor believes they can solve are often targets for 
activist investors.

Positive screening - Positive screening is the process of 
finding companies that score high on environmental, social 
and governance (ESG) factors compared to their peers. For 
most investors, positive screening means identifying the 
highest-scoring part of a Sustainable Investment metric (SI), 
usually the top 20%-50% stocks ranked on the ESG score. 
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Sustainable or ‘ESG’ invested assets have undergone 
exponential growth in recent years, attracting the corporate 
sector because of the sheer scale of these capital flows. 
As figure 1 illustrates, this does not look to be a static or 
maturing trend. Morgan Stanley estimates that assets under 
management (AUM) of sustainable and ESG-themed funds 
will TRIPLE in the next five years. Tapping into this new source 
of funding drives a virtuous circle whereby assets that are in 
demand and have the appropriate green labelling are subject 
to increasing capital flows, and those deemed unsuitable 
candidates are often denied access to such funding.

Since 2016 the value of investments in financial products 
that claim to abide by environmental, social and governance 
(ESG) rules has grown from USD 23 trillion to USD 35 trillion. 
Bloomberg Intelligence, a research firm, reckons it could 
exceed USD 50 trillion by 2025 (source Economist 11 February 
2022). 

The regulatory landscape  
Regulation will become an area of focus for the investment 
sector itself and influence how asset managers invest their 

Figure 1: Growth of ESG assets 
Source: Morgan Stanley

assets. This is likely to become increasingly differentiated 
between regions such as the EU, the US and the Far East. The 
most obvious example of this is the EU taxonomy regulation 
that sets out six clear environmental objectives, including 
those around climate change, and selects economic activities 
and sectors that are considered most impactful for these 
objectives. The regulation also establishes clear parameters 
through detailed, specific technical screening criteria 
which will be reviewed and improved going forward. These 
criteria will change every five years and will set an ever-
higher threshold for activities to qualify as environmentally 
sustainable. 

Asset managers will be evaluated based on the EU Sustainable 
Financial Disclosure Regulation (SFDR). Increased direct 
regulation of this nature has contributed to the speed and 
scale of divestment. The EU-wide classification framework 
is intended to provide businesses and investors with a 
common way of identifying and measuring the degree to 
which economic activities can be considered environmentally 
sustainable. The framework will be an important driver for 
wider and more global regulation.

The ‘Easy’ Alternative 

Divestment by a corporate often benefits the owner and is 
frequently the path of least resistance. It can prove popular 
amongst stakeholders (shareholders as well as employees) 
and gives management the opportunity to be seen to be 
‘doing something’.

Why divest? Setting the scene

ESG invested assets

There are several reasons for divestment. One of these can be 
the sheer scale, growth, and expected expansion of sustainable 
assets that are attractive to investors and corporates alike. 
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Figure 2: Derating of oil companies in 
European capital markets 
Source: JP Morgan, Bloomberg

Activism is Attractive 

Asset managers can position themselves as value drivers 
against complacent or intransigent managements and boards. 
Divestment can be a key marketing edge for an investment firm. 
Activist investors who purchase a large enough shareholding 
can hope to influence top-tier decision 

making. Moreover, recent shareholder activity has shown 
signs of mounting pressure from investors to enhance 
performance and disclosure measures based on ESG criteria.  
 
Shareholder activists seeking to gain additional traction at 
the ballot box are integrating ESG themes into their campaign 
narratives. An increasing faith in the link between corporate 
attention to ESG and business resilience, competitive strength, 
and financial performance, has seen sustainable equity funds 
outperform traditional equity funds. Meanwhile, investors 
are actively lobbying governments and regulators for greater 
commitment to the regulation of ESG-oriented business 
principles and market disclosures.

COVID has accelerated this trend

The global slowdown caused by the pandemic added further 
pressure to offload assets. Companies facing a cash crunch 
have been forced to cut dividends, dramatically reduce 
capital spending, and raise debt since Q1 2020. With many 
sector share prices under pressure, attention has diverted to 
streamlining operations and trimming costs. These companies 
want to keep hold of assets that are the most profitable and, 
ideally, the least polluting, because their earnout cash flow is 
greater than the market price achievable.

Figure 3: Change in investment universe
Source: Citigroup, Euronav 

Above all, it is relatively easy to do. In the mining and oil 
sectors, there are several examples of coal and oil production 
assets that are either sold directly to third parties or demerged 
into new publicly listed companies. This allows shareholders 
to decide themselves if they wish to retain exposure to such 
assets. For example, in June 2021, Anglo American owned 
South African thermal coal mines that are expected to close 
within a decade. Rather than running these projects down, 
Anglo American transferred them into a new company which 
was then listed in London. 

There is often an incentive to divest too: A key feature of 
capital markets in the past three to five years has been the 
quite marked differential in pricing, stock market rating and 
implied cost of capital/equity that the ‘bad boys’ now possess 
compared to the rest of quoted stocks.

Figure 2 illustrates the sustained de-rating that the EU oil and 
gas sector has earned. It is now trading at a price-to-earnings 
ratio relative to a 45% discount to the wider stock market, 
compared to a 10-year average of 14% discount. All this 
occurs, while the oil price has more than doubled in the year 
to December 2021 (source: JP Morgan).
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Divestment and its implications 

Stranded assets

Stranded assets are defined as “… assets that have suffered 
from unanticipated or premature write-downs, devaluations, 
or conversion to liabilities” (Caldecott, Howarth and McSharry, 
2013). This implies that key assets held by a company will no 
longer have any economic value after a certain period.

Shareholder pressure is forcing markets and companies to 
concentrate on those investments that may have a place 
in a carbon-neutral world, and jettison assets that do not fit 
that model. Divestment is often a simple means of dealing 
with such an issue either via direct sale or demerger. Fossil 
fuel companies and those engaged in such sectors at a 
secondary level, such as Euronav, face many financial risks 
linked to climate change. Changes in policy, the transition to 
a low-carbon economy, increased litigation against fossil fuel 
companies, and the physical impacts of climate change make 
fossil fuel investments increasingly risky. These risks could 
lead to a sudden loss of value in fossil fuel investments and 
bring about the scenario of stranded assets. By excluding and 
divesting of exposure to these companies, funds can protect 
against such risks.

Higher cost of capital 

Figure 4: Cost of capital has been rising for “old” energy 
versus “new” energy
Source: Goldman Sachs 

Capital costs have been proven to be higher for energy and 
other capital-intensive industries due to divestment. Recent 
analysis by Goldman Sachs (see figure 4) shows the differential 
in cost of capital for various energy sources. It can therefore 
be inferred from this chart that the wider ESG pressures from 

In addition, the investment universe has changed markedly 
during COVID-19, with more investable assets available for 
investors wanting exposure to renewables, clean energy, and 
direct beneficiaries of policies around decarbonisation. Figure 
3 indicates how this subtle but important change of mindset 
has occurred during the COVID period.

Euronav
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investors have driven a 10-15% premium in WACC (Weighted 
Average Cost of Capital) for oil compared to a new ESG-friendly 
energy source such as wind.

The global economy still operates on hydrocarbons and is not 
yet ready to switch entirely to other renewable fuel sources. 
The production costs of the fossil fuels available today are 
already higher than that which may (or may not) be available 
tomorrow. Goldman Sachs estimates that this higher cost of 
capital is therefore also raising the production costs with USD 
40 per ton implied carbon price for LNG, but USD 80 per ton 
for oil and gas development. This makes the energy transition 
more costly than it would otherwise need to be, and arguably, 
will increase the duration (and added potential disruption) of 
the energy transition.

De-rating of capital markets 

More detailed analysis by Morgan Stanley delves further into 
what its so-called “excluded sectors” have endured. The oil 
and gas sector is estimated to have suffered a 4.2% increase in 

Implied cost of Equity Change 1st year Fwd PE re-rating Divi yield change (pp)

1 year 3 years 5 years 1 year 3 years 5 years 1 year 3 years 5 years

Oil & Gas global 3.0 1.3 2.8 -11.7 -0.8 -5.1 -1.6 -0.6 -0.1

Oil & Gas — US 4.2 1.7 3.9 -13.8 -2.0 -8.9 -1.4 1.3 0.8

Thermal Coal -3.9 -0.5 3.5 0.4 0.2 -4.5 0.8 2.9 2.9

Figure 5: Capital market de-rating of Oil & Gas sectors 2018-2021
Source: Morgan Stanley

It is therefore not surprising that companies view divestment 
in specific sectors of capital markets as an attractive proposal 
and strategy. 

Access to capital 

Shipping itself knows how access to capital can change very 
quickly. Analysis by Petrofin (see figure 6) illustrates clearly 
the near 50% reduction in funding that has come from banks 
in the past decade. However, shipping has not become less 
capital intensive. Quite the contrary, it will require increasing 
access to capital with advanced technological and regulatory 
requirements. Funding from other sources, especially capital 
markets, has consequently become more, not less, important. 
Whilst there have been multiple reasons for this “divestment 
trend” from banks to fund shipping (regulation, financial crisis 
of 2008, lower corporate governance standards in shipping) 
the impact is the same – namely more limited access to capital. 

its cost of equity alongside the de-rating in stock market rating 
over the past 12 months (source: Morgan). 
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Cost, disruption, and duration of the energy 
transition will be potentially higher

Our view, put simply, is that the energy transition will be 
costly, long, and potentially disruptive. It will require capital 
and resource-intensive undertakings to simultaneously 
deliver economic expansion and measured reductions in GHG 
emissions. 

According to analysis by Morgan Stanley, the capital intensity 
of the energy transition is likely to be unlike anything we've 

Figure 7: The energy transition is going to be very costly
Source: CNN and Birkinyl Associates, Rystad Energy, BloombergNEF and IRENA

Figure 6: Bank lending to shipping – a one way trend
Source: Petrofin

seen before in human history. For instance, investment in the 
transition should be about ten times higher than in 2020 and 
remain stable for the next three decades. This is illustrated in 
figure 7. 

Consequently, it is essential that a balance is struck between 
new regulation and the withdrawal of investment into 
traditional fuel sources, and the supply of renewable and 
greener alternatives. Bringing CO2 emissions into line with 
new regulations will require the support of sustained and 
sustainable economic growth globally. Disruption to supply 
and volatile pricing may sap the socio-political will for change 
if the process is not carefully managed. 

In terms of disruption, the first tangible examples of what 
some of the difficulties associated with the transition away 
from hydrocarbons may prove to be, unfolded during the 
second half of 2021. Energy prices of all classifications soared 
by hundreds of percent, bringing blackouts to areas like China 
and India, and a stark reminder to Europe of how much it 
relies on Russian goodwill for a supply of its gas. The modern 
economy requires abundant energy, and we can only divest of 
today’s energy as the energy of tomorrow comes into place.

Energy can become unaffordable, and disruptions can quickly 
be impactful. The panic has also exposed deeper issues as 
the world shifts toward a cleaner energy system, including 
inadequate investment opportunities in renewables and 
some transition fossil fuels. 
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The key issue for the energy transition is cost. Energy 
investment is running at half the level needed to meet the 
ambition to reach net-zero by 2050. Fossil fuels already satisfy 
83% of primary energy demand in the world and this needs to 
be reduced aggressively towards zero over time. But the rise of 
spending on renewables and the wind-down of supply of fossil 
fuels need to happen in tandem, without creating dangerous 
mismatches. 

Overall, this will require capital expenditure on energy to more 
than double to USD 4 to USD 5 trillion per annum (source: 
Goldman Sachs). However, from an investor perspective, policy 
remains confusing. Many countries have net-zero pledges but 
no direct plan on how to get to that destination.

Private investors could end up with a structural 
advantage 

The result of this divestment process in selling such assets, 
usually to private equity, is to transfer those assets and their 
environmental impacts further away from the public eye. This 
is important as the private equity industry in total manages 
over USD 7.4 trillion of assets globally. Alyssa Giachino of the 
Private Equity Stakeholder Project says private equity has 
been quietly picking up the “least desirable assets” since 2010. 
During this period, the top private equity firms in the world 
have seen their investments comprise around about 80% 
from just three sectors: oil, gas and coal (source: Private Equity 
Stakeholder Project - PESP). 

This investment totals at least USD 1.1 trillion into the energy 
sector (source: PESP), which for context, is double the 
combined market value of the three largest energy companies 
in the world: Exxon, Chevron, and Royal Dutch Shell. Private 
equity has a far more limited requirement to disclose 
information. Therefore it can be very difficult to obtain a 
proper view of, not only the holdings but also the climate and 
environmental practices and policies of these assets. 

As the Economist newspaper highlighted (February 11, 
2022)”Many are ending up in the hands of private-equity (pe) 
firms. In the past two years alone, these bought USD 60 billion 
worth of oil, gas and coal assets, through 500 transactions—a 
third more than they invested in renewables” (see figure 8). 

Consequently, many companies have begun shedding their 
‘dirtiest’ assets, only for them to end up in the hands of private 
equity far from the public eye and with less information for 
activists.

However, an alternative investor class is establishing itself 
among state-owned firms and sovereign funds. In 2022 Saudi 
Aramco, the Kingdom’s national oil company, acquired a 
30% stake in a refinery in Poland and in 2020 the Singapore 
sovereign wealth fund GIC paid USFD 10 billion for a stake in an 
Emirati pipeline (source: Economist 11 February 2022).

The notion is that divestment must be good, but new owners 
of divested assets may not be subject to the same pressure 
from regulators and responsible investors. During last year, 
UK hedge funds scooped up the shares of unloved oil and gas 
companies discarded by institutional investors. 

Crispin Odey, founder of London-based Odey Asset 
Management, told the Financial Times

“It’s such a great and easy idea as 
they [big institutional investors] are 
all so keen to get rid of oil assets, 
they’re leaving fantastic returns on 
the table.”

Figure 8: Rise in PE activity in acquiring fossil fuel assets 
Source: PitchBook, The Economist

This movement has often been inadvertently backed by the 
banks. In the face of mounting pressure to cut back on fossil 
fuel investments, they frequently leave private equity as the 
key investment force behind a lot of so-called “demonised 
assets”. Private equity has also taken advantage of the oil 
industry and other fossil-fuel-related industries facing pressure 
from the courts and environmental groups. They are often 
around when stakeholders start shifting away from fossil fuels. 
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These stocks consequently made big gains as energy prices 
surge (see figure 9). Hedge fund managers in the US and UK 
have been betting that the eagerness of many big institutions 
to be seen to hold ESG standards means they are selling 
wholesale out of fossil fuel stocks, even though demand for 
some of these products remains high.

Careful consideration needs to be given on a case-by-case 
basis to ensure that selling off polluting assets does not result 
in greater long term environmental damage, at least until 
coordinated global regulatory and policy changes provide a 
safer framework. 

Greenwashing risk 

Assets in sustainable investment funds have doubled over 
the past four years to about USD 3.6 trillion (IMF HY Global 
Financial Sustainability Report). However, additional 
investments of up to USD 20 trillion will be required by 2050 
to achieve the goal of reducing worldwide carbon emissions 
to net-zero by the same time.

Some 70% of this additional funding is expected to come 
from private sources. The potential for ‘greenwashing’ by 
asset managers in these conditions looms large and has 
been drawn into focus by recent investigations into asset 
management groups. Allegations of misleading claims over 
the sustainability of ESG labelled assets has highlighted 
the poor quality of data available for grading companies, 
with differing results and subjective definitions of what ESG 
means. There are claims that some data providers who 

rate companies on ESG rely too much on a company’s own 
disclosures on sustainability. 

In addition, there are fears that some funds are being rebranded 
into ESG funds to avoid having to start a new ESG fund from 
scratch or, worse, to mask existing ailing portfolios by trying to 
attract flows of investment based on ‘green’ credentials.

Companies considering alternative options for some 
controversial but lucrative fossil fuel assets are forming joint 
ventures and spinning off certain oil and gas projects into a 
separate entity, so listing a parallel vehicle on the stock market. 
“Why do you think these companies want to form these types 
of separate companies?”, says one European oil executive. “Not 
only do you take the debt off the balance sheet, you remove the 
emissions from these projects too.”

Most big asset managers claim to integrate ESG into all their 
investments. Again, however, this is poorly defined. For one 
asset manager, integration could mean that portfolio managers 
have to consider a company’s ESG score before buying a stock. 
For another they might be excluded from buying certain shares.

Alternative approaches to divestment - An 
integrated incentivised framework 

Below we provide several principles which Euronav is 
following and which we believe should be followed by the 
investor and corporate sectors. These, if applied together, 
would push back on the trend of divestment and the often 
negative consequences this process can bring. 

Figure 9: From July 2021 European oil sector outperformed wider European index by nearly 30%
Source: Bloomberg
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Figure 10: In shipping the best corporate governance has led to best share price 
performance according to Webber Research ESG scorecard dating back to 2016.
Source: Webber Research 

Listed status is best

Capital markets quite correctly set exacting standards for 
corporates to observe, with access to capital coming with a high 
degree of scrutiny and disclosure. Euronav has always strived 
to uphold the most rigorous standards of governance (Press 
release: Euronav climbs to runner-up position in Webber 
Research’s 2021 ESG scorecard) and is a strong believer in 
the “contract” between capital markets and corporates. That 
contract requires detailed and constant scrutiny in return for 
access to capital at a reasonable cost. Observing and enacting 
high governance standards in shipping has been proven to 
work. Since 2016, Webber Research (initially under Wells Fargo) 
have employed an ESG scorecard which rates the world’s top 
shipping companies on their corporate governance, capital 
stewardship and emissions proposals. Stronger corporate 
governance has generally been associated with stronger 
capital market performance.

Data providers that are rating companies on their ESG credentials 
must be required by regulation to produce consistent, 
comparable, reliable data. A lack of standardisation or 
consistency across existing measurement and targets muddies 
the waters and increases the potential for greenwashing. A 
move towards third-party verified Science Based Targets (SBTs) 
provides a clearer framework for aligning targets with warming 
thresholds established in the Paris Agreement.

Corporates have a great deal of opportunity to work with third 
parties such as TFCD (Task Force on Climate-Related Financial 
Disclosures), CDP (Carbon Disclosure Project) and assessment 
bodies such as Sustainalytics. These parties provide a 
significant role in providing independent accreditation on how 
a corporate is fulfilling its obligations. 

Euronav has been part of the CDP programme now for two 
years and has received a B rating in both 2021 and 2020 making 
it one of the higher rated shipping companies in that universe. 

Sequential milestones to measure progress - 
not long-term, long-distance goals 

Our engagement with investors has often revealed a surprising 
inconsistency between what are seen as acceptable emissions 
targets for easy-to-abate or low emission sectors, and those for 
hard-to-abate sectors. Long-range (not to say ‘long-grass’) 

Transparency

Transparency is a key factor for both corporates and investors. 
Corporates have an obligation to provide all stakeholders with 
adequate financial and sustainability data, especially when 
listed in public markets. Investors, particularly those with ESG 
criteria linked to their assets, should also be open about where 
they invest, or choose not to, and why they make those choices. 
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goals such as ‘Net Zero by 2050’ appear to be lauded when 
set by easy-to-abate sectors who fail to publish a trackable 
roadmap to zero, while at the same time the hard-to abate 
sectors such as shipping draw criticism for setting their sights 
on 2030 targets. Ambition should not be rewarded over 
obligation, and we believe all emission reduction timescales 
must be set to verifiable milestones. A good example is that 
those adopting financing based on the Poseidon Principles 
must commit to reduce GHG emissions intensity by 40% by 
2030. The trajectory for a shipping company like Euronav is 
shown in figure 11.

Inclusivity, Incentive & Engagement – a two-
way street

Divestment can seem to be the only route when there is no 
acknowledged, viable alternative, and assets such as oil or 
shipping are deemed non-investible on a blanket basis. In 
our view, exclusion from investment should be a last resort, 
with inclusion being incentive-based. A ‘third way’ is required 
whereby asset managers, banks and investors adopt a flexible 
approach and are afforded the means to recognise and label 
true ‘green champions’, even in hard-to-abate sectors. 

Engagement should be characterised by compliance with 
specific rules and measures such as the Poseidon Principles 
which, in their case, provide a single emissions-based 
mechanism for shipping corporates to adopt. Failure to 
adhere to a specific code of conduct, or placing scant focus 
on sustainability, should have consequences and penalties for 
companies. However, those that do illustrate best practice 

Figure 11: Shipping has sequential improvements in emissions in place already 
Source: DNV GL

This provides transparency and is easy to measure in a 
timeframe open to all. It will become clear whether a company 
will meet its objectives for 2030 very quickly. Failure should 
have consequences, including divestment and a plan with 
long-dated forecasts, but limited or no milestones on that 
trajectory should be tolerated by neither investors nor 
corporates.
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should be incentivised to retain access to such capital flows, 
and not be on the wrong side of divestment. Such a framework 
is needed to afford inclusivity, incentive, and engagement.

Regulation 

There are areas across the capital investment spectrum 
which can be difficult to manage. For example, the lack of 
commercial incentive to be found in decommissioning old 
nuclear or oil assets means these phase-outs tend to fall 
to government (public) funding. Regulatory and governing 
bodies should tactically adopt a framework that will counter 
divestment in these circumstances. When oil assets fall into 
operating models which do not compete on a similar footing 
to those from a capital market listed background, it creates a 
two-tier market and incentivises low compliance on areas such 
as emissions reduction. Regulation, particularly in areas where 
private equity has acquired assets divested (and/or rejected) 
by public markets (e.g. coal) must be forced to comply with a 
regulatory” safety net” to avoid two-tier markets.

Incorporate financing at core 

Divestment is often an easy solution, especially where access 
to financing can be either difficult or costly, or sometimes 

both. As part of a co-ordinated, constructive framework as an 
alternative to divestment, the key jigsaw piece is financing. 
Shipping has developed a reputable and coordinated 
approach which is already bearing positive results within 
what is a hard-to-abate emission sector. In 2019 the Poseidon 
Principles were launched.

Figure 12: Key factors of the Poseidon Principles

Essentially, this is a set of standards (figure 12) focused on 
emission reductions that banks lending to shipping must 
ensure their customers align with (for more detail https://
www.poseidonprinciples.org).

Emission reductions must be delivered every year toward a 
target of 40% reduction in CO2 emissions intensity by 2030. 
This alignment of finance with a clear objective (in this case 
emissions) is a good example of financing being central 
to an industry. This covers both private and publicly listed 
companies. Such an initiative pushes back on divestment, as 
meeting this objective drives inclusion rather than exclusion.

Around 70% of ship financing is now covered by the Poseidon 
Principles as shown in figure 13. It should be celebrated and 
promoted, illustrating what a capital-intensive sector like 
shipping can deliver in pushing back against the trend of 
divestment.
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this new context along with a reorientation of how we assess 
risk around climate change and social impact.

In our view, however, divestment can be a very blunt and 
discriminatory tool to deliver what are often complex and inter-
related objectives. The focus must be on what divestment will 
achieve in actual long-term CO2 reduction, not be employed 
for its own sake. We agree with the recent joint study made 
by Harvard and the University of Chicago under the auspices 
of the National Bureau of Economic Research (NBER) in 
September 2020, the study concluded:

‘‘...divestment is messy and 
unpredictable...divesting or 
boycotting can lead to too little or 
too much exit from the perspective 
of a benevolent planner. Its 
disruptive, limitative [sic] nature is 
goal oriented; hence the outcomes 
cannot be measured, nor verified. 
It is a goal in itself instead of a 
process.”

Figure 13: Breakdown of Shipping & Poseidon Principles banks
Source: Poseidon Principles

The Poseidon Principles strongly illustrates how a co-
ordinated approach on financing, based on the highest 
governance standards but shaped for a specific goal (in this 
case emissions reductions) can deliver a robust, clear and 
transparent framework to push back against the trend of 
divestment. 

Conclusion

Euronav is a one-product company transporting crude oil 
safely and securely around the planet. That product itself 
is subject to frequent assertions that it is near or at “peak 
demand” and divestment has been a core feature since 2015. 
As a shipping company, our industry is capital-intensive (a new 
VLCC super tanker costs USD 110 million) with high a degree 
of regulation and historically, a relatively poor corporate 
governance track record. We therefore believe we have a front-
row seat in assessing not only the risks of divestment but also 
what the opportunities are.

Divestment has put questions of finance and climate change 
on the agenda and played a part in changing discourse 
around the legitimacy, reputation and viability of the fossil 
fuel industry. This cultural impact has in turn contributed to 
changes in the finance industry through new demands made 
by shareholders and investors and to a shift in the political 
debate, The notion of ‘fiduciary duty’ has been re-examined in 
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Euronav does not believe that all companies engaged to a 
greater or lesser degree in fossil fuel industries should be given 
a free pass in their application of sustainability measures. 
Divestment is a relevant and appropriate tool in certain 
circumstances to prevent specific behaviours, or to starve 
serial offenders of the capital needed to develop their non-
compliant business models. However, the point of this paper 
has been to try and show that the binary choice - invest or 
divest - is too blunt, too simplistic. 

There is a third way. A coordinated, incentive-based framework 
that delivers best practice, sustainable economics, and high 
standards of corporate governance within the public capital 
market arena is by far the best means to efficiently deliver the 
complex objectives of decarbonisation. As we have shown, 
shipping has in parts developed key parameters for such a 
framework. 

The argument against divestment should not act as a delaying 
tactic over the decommissioning of hard-to-abate sectors. 
Rather, the taxonomy and regulation must change the value 
system around them and those that do not adopt this system 
should feel the pressure and threat of divestment.

Ultimately, we believe that the development of green 
champions with access to competitively priced capital across 
the market spectrum, especially in those hard-to-abate 
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sectors such as shipping, is the best way for all stakeholders 
(equity investors, lending institutions, and bond markets) 
to satisfactorily support decarbonisation over a practical 
timeframe. We value engagement with all stakeholders to 
discuss these important topics. 

Figure 14: Divestment an option only after multiple 
stakeholder engagement for quoted companies

“Finally, investors should question 
the idea that the best way to 
make polluters pollute less is to 
dump their shares. Such dumping 
is supposed to raise the cost of 
capital for polluters, and thereby 
impede new investment by them. 
But this does not work if there 
is an abundance of alternative 
private cash willing to buy up those 
shares—which there is. To be truly 
green, investment strategies must 
be less black and white”

Economist 11 February 2022

Annual report 2021
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