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HSBC sought to head off criticism from pressure groups at its annual meeting on

Friday by promising to stop financing coal power stations in many countries, as well as

oil sands and Arctic offshore drilling projects.

The move by Europe’s biggest bank underlines the mounting pressure from investors

and regulators for lenders to step up their response to climate change. It also

highlights how the energy industry faces growing risks from global efforts to tackle

climate change.

HSBC’s new lending rules represent a significant shift in its environmental policies,

which has been welcomed by climate change campaigners briefed on the decision. It

follows similar moves by other large banks, such as ING, BNP Paribas and BBVA.

The British-based bank has decided to stop financing new coal-fired power stations in

all countries, except for Indonesia, Bangladesh and Vietnam, where it will continue to

do so for five years if independent experts say there is no viable alternative.

Daniel Klier, head of strategy and sustainable finance at HSBC, said coal power was

still the only realistic way to sufficiently increase the power supply in countries such as

Bangladesh, where 62m people still have no access to electricity.

He said three of the seven coal power projects the bank financed in recent years were

in Indonesia, Bangladesh and Vietnam. “It is not a commercial decision,” he said. “We

are trying to balance two different sustainable development goals of getting power to

the people and limiting the environmental impact.”

HSBC had already committed to stop financing new coal power projects in developed

markets. But it has now decided to expand this by promising to exit all existing coal

power financing in developed markets by the end of next year.

Over the past three years, HSBC provided $2.1bn of financing for new coal power

projects, ranking it 14th among the world’s banks, according to the Banking on

Climate Change report published last month by a collection of pressure groups.
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“The interesting thing about HSBC is they actually increased their lending to both tar

sands and coal power sectors last year,” said Katie Kedward at ShareAction, the

campaign group. “So before we heard about their new policy we were planning a big

campaign on this.”

She said the new policy would “take the sting”

out of any protests at Friday’s AGM, adding:

“This does put them far ahead of their UK

peers on climate risks, so we’d like to urge Barclays and Standard Chartered to make

similar commitments.”

HSBC has also decided to stop lending money to companies that it believes will use

more than half of it for tar sands mining or pipeline projects. The bank loaned more

than $3.9bn to tar sands projects over the past three years, ranking it seventh globally.

Oil from tar sands, such as those found in Canada, has long been targeted by

environmentalists because of its high carbon-intensity compared with conventional

crude.

The bank has also decided to stop financing new Arctic offshore oil and gas

production. Mr Klier said many tar sands and offshore Arctic drilling projects were

financed through general purpose loans to diversified energy groups, making it harder

for banks to police.

Pointing out that 100 companies produce 77 per cent of greenhouse gases, he said:

“What is important is that we work with these companies on the transition to a low-

carbon economy.”
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