BlackRock’s Climate Problem
Executive Summary: As the largest asset manager in the world, BlackRock contributes
more to climate change than almost any other single company on Earth. Its investments and
lack of meaningful shareholder engagement are driving us toward a world with runaway
climate change.
BlackRock CEO Larry Fink demands that corporate CEOs define their societal purpose or
else lose social license to operate, and extolls them for a too-narrow focus on short-term
profits. But he has yet to define BlackRock’s own social purpose as it relates to climate
change.
BlackRock can make money for its asset owners and help protect the climate by aligning its
investments with the Paris Climate Agreement.
Being a real climate leader means using its power as a major shareholder to aggressively
pressure fossil fuel companies, and ultimately shifting investments away from fossil fuels and
forest destruction and toward climate solutions that respect human rights.

BlackRock’s Influence is Needed in the Climate Fight
BlackRock is the largest asset manager in the world with $6.3 trillion under management as
of Q1 2018, roughly equal to the world’s top 20 pension funds.1 Including its Aladdin
software that it licenses to other asset managers, BlackRock has a hand in influencing over
$20 trillion worth of investments.2
BlackRock is the largest investor of passive products globally with $2.4 trillion in index funds
and $1.8 trillion in exchange traded funds (ETFs),3 comprising the bulk of the company’s
recent and projected growth. BlackRock expects the global ETF market to double in three to
four years.4
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BlackRock’s growth over the last decade mirrors the consolidation within the industry. The
top six global wealth and asset managers (BlackRock, Vanguard, UBS, State Street, Fidelity,
Allianz) alone manage around $22 trillion, roughly equivalent to the value of the top 300
pension funds and 30 largest sovereign wealth funds in the world,5 making these companies
incredibly influential shareholders.
BlackRock, along with Vanguard and State Street, are driving a shift towards more asset
investments in low-fee, broad-based passively managed index funds and ETFs. BlackRock
and Vanguard are each poised to have $10 trillion under management within the next 5
years, with most of this planned growth fueled by passive investments.6 By investing broadly
in the entire marketplace and being long-term focused, universal owners like BlackRock are
betting on the long term viability of the global economy, a bet threatened by climate change.
These large universal owners are important and influential investors in the attempt to align
with the Paris Climate Agreement’s objective of making “finance flows consistent with a
pathway towards low greenhouse gas emissions and climate-resilient development”.7 In
order for this to happen, trillions must shift away from the fossil fuel industry and towards
low-carbon and carbon-free alternatives.
Some investors, including large asset managers, are taking action. Many large investors are
engaging existing carbon intensive industries like oil and gas in order to make sure the rising
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costs due to regulating carbon do not lead to stranded assets. Recent investor letters have
challenged carbon majors to be more aggressive in combating climate change. Investors
with $10.5 trillion have issued a call urging the oil industry to do more to support the Paris
Climate Agreement, and this call is supported by large asset managers such as BNP
Paribas AM, Legal and General IM and AXA IM.8 Going even further, an investor network
with $2.5 trillion under management has urged the oil industry not to open up the Arctic
Refuge for drilling.9
Yet until the very largest asset managers take a leadership role in actively driving down
climate risk, this shareholder engagement approach will not reach the full potential needed
to ‘shift the trillions’ and align the investment community with the goals of the Paris Climate
Agreement. As the largest investor in many fossil fuel companies,10 BlackRock lags behind
other asset managers in the approach it takes in mitigating climate risk.

BlackRock Leads Investment in Climate Change Destruction
BlackRock is one of the leading investors in industries that drive climate change.
Coal Mining and Coal-Fired Power Plants
Coal is the leading cause of climate change worldwide.11 Existing carbon budgets aligned
with the Paris Climate Agreement do not allow for more coal mining or new coal plants
construction. The world must rapidly phase out coal over the next 12 years in the developed
world and over a slightly longer timeframe in the rest of the world.12 Large institutional
investors and insurers of the coal economy agree, with companies like AXA and Allianz
recently making commitments to end investment and insurance support for coal.13
Last year, a senior BlackRock executive seemingly concurred with this analysis, proclaiming
that ‘coal is dead’.14 Yet Blackrock remains one of the leading investors in the coal
economy. It is the largest investor in new coal plant development worldwide15 and only sits
behind the Indian Government as the largest investor in coal reserves.16
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Deforestation and Resource Extraction
After the mining, drilling and burning of fossil fuels, deforestation and forest degradation are
recognized as the second significant driver of climate change. With over $600 million
invested in forest-risk commodities like palm oil, timber, rubber, paper and pulp, BlackRock
is the largest US investor in financing rainforest destruction.17
BlackRock has acknowledged the financial risks associated with exposure to climate-linked
deforestation,18 and has engaged with some of the companies it owns in these sectors, but
needs to do significantly more to end its financial backing of deforestation.19
BlackRock has increased investor risk by holding investments in companies involved in
widespread abuses of community rights and large-scale deforestation in Africa20 and Asia.21
BlackRock is exposed to include several companies in the Salim Group, recently charged
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with illegally clearing up to 10,000 hectares of rainforest in Borneo;22 Posco Daewoo, which
recently destroyed some 19,000 hectares of Papuan rainforest,23 and Golden-Agri
Resources, whose private equity vehicle Golden Veroleum is embroiled in human rights
controversies in Liberia, where the company is appealing a verdict by the Roundtable on
Sustainable Palm Oil, the industry’s primary certification body.24
BlackRock has significant investments in companies with licenses to drill for oil in the
Amazon, an ecosystem crucial for climate survival. Oil drilling deforests large swaths of
rainforest and displaces and harms the health of local indigenous peoples.25 The threat to
climate stability and indigenous rights posed by oil extraction in the Amazon directly
translates to serious legal, reputational, political, and financial risks for the operating
companies and financial backer like BlackRock, and has recently drawn scrutiny from United
States Senators Whitehouse and Schatz.26

BlackRock’s Climate Action Needs to Match Larry Fink’s Rhetoric
BlackRock CEO Larry Fink regularly expresses his belief that corporations should play a
positive role in society, benefitting not just their shareholders but the communities in which
they work and even the rest of the world.
In his most recent open letter to CEOs, he warned executives that all companies must have
a social mission. "Society is demanding that companies, both public and private, serve a
social purpose," Fink wrote. "To prosper over time, every company must not only deliver
financial performance, but also show how it makes a positive contribution to society.
Companies must benefit all of their stakeholders, including shareholders, employees,
customers, and the communities in which they operate... Without a sense of purpose, no
company, either public or private, can achieve its full potential. It will ultimately lose the
license to operate from key stakeholders.”27
Fink has repeated his support for environmental causes at other moments. In his 2016 CEO
letter he chided companies for focusing on short-term profits, writing, “many companies
continue to engage in practices that may undermine their ability to invest for the future. Over
the long term,” he wrote, “environmental, social and governance issues — ranging from
climate change to diversity to board effectiveness — have real and quantifiable financial
impacts,” and specifically mentioned the importance of the Paris Climate Agreement.28
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It is important for Fink to heed his own works and ensure that BlackRock itself has a social
purpose as it relates to the action it takes on climate change. In addition to its investments,
BlackRock touts its robust and growing shareholder engagement team29 and alleges that it
will not be endlessly patient, saying that, “when we do not see progress despite ongoing
engagement, or companies are insufficiently responsive to our efforts to protect the
long-term economic interests of our clients, we will not hesitate to exercise our right to vote
against management recommendations.”30
Yet, when compared to other large asset managers’ votes on climate disclosures and two
degree analyses at key energy and utility shareholder meetings in 2017, BlackRock did not
take bold action, instead lagging well behind other asset managers and almost always voting
with management and against more rigorous climate action.31 While BlackRock received
praise for its votes against Exxon and Occidental Petroleum in 2017,32 if it had voted more
consistently against management and specifically for a two degree analysis, ten more
shareholder resolutions would have passed due to BlackRock’s significant equity
investments in these companies. See accompanying charts.
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More Climate Action Needed from BlackRock
A growing group of organizations are calling out the devastating climate impacts of
BlackRock’s investments and are challenging Larry Fink to live up to the ambitious goals set
in his own CEO letters and statements.33
There are many concrete steps that BlackRock and other asset managers can take that
would shift capital and align BlackRock’s investments with the Paris Climate Agreement.
Larry Fink makes clear that in terms of BlackRock’s $1.7 trillion in actively managed funds,
the company could sell its securities if BlackRock is “doubtful about [a company’s] strategic
direction or long-term growth.”34 Therefore, BlackRock should divest its actively managed
funds from coal and tar sands--industries for which the world has no more carbon budget--,
as other asset managers are moving to do.3536
As large investors like the Norwegian Sovereign Wealth Fund and the New York City37 look
to divest from fossil fuels, BlackRock should make it easier for investors -- both institutional
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and individual -- to invest in products that are free of fossil fuels and/or screened to only
include companies that are aligned with the Paris goals.
Given the ambitious action needed to meet the goals and timeline of the Paris Climate
Agreement, BlackRock should also become a much more aggressive shareholder by using
its voting power and being willing to escalate pressure as necessary. It should join high
ambition investor networks, like the ones pressuring oil majors to abandon Arctic drilling, or
simply chart its own high ambition course, as other asset managers will follow the sector’s
largest company. Voting for strong climate resolutions and improved corporate governance
managing climate risk is a start; BlackRock also must be willing to escalate pressure on
industry laggards by voting against boards that do not adequately manage climate risk and
thus increase the investor risk of stranded assets.38 Further, BlackRock should be more
transparent about its engagement process with companies on climate, as it has done with
gun manufacturers.39
BlackRock must take these and other strong steps toward true climate leadership, not just
because it will demonstrate coherence between Mr. Finks’ rhetoric and the company’s
actions, but also because if major players like BlackRock do not take climate action now, we
will soon no longer have a world left in which to live, let alone invest.
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