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Summary

AUKNet ZeroInvestmentPlanis
needed to catalyse privatefinanceto
deliver green growth in the UK economy.
Itwould setouthow government will
align policy, regulation, and strategic
publicspendingtosignalaclear
pathway to anetzero, nature

positive economy.

Investing in a net zero economy is a solution to the cost

of living and energy crises, and will power growth in

the industries of the future. The financial sector has the
capability and desire to bring about green growth. But

they can’t do it alone. The financial sector needs clear and
consistent signals about the government’s commitment to
decarbonisation, and the decarbonisation pathways of the
real economy businesses in which they invest, to whom they
lend, and whose activities they underwrite. This is why Legal
and General, Aviva, Scottish Widows, Kingfisher and 25 other
major companies and industry associations have called for
a Net Zero Investment Plan*. Once again, this would see the
UK leading the world on climate policy.

Acting on climate
change to build
a better tomorrow

AVIVA




Why aNet Zero Investment

Planis needed

During achallengingeconomic
environmentand the costof living
crisis, the netzero and nature-positive?
transition offers the potential for

green growth, greenjobs, and secure,
cheap energy.

An estimated $32 trillion® of investment is needed this decade,
globally, to tackle climate change alone.

Catalysing this private investment in the green transition could
unlock new business opportunities worth £40 billion of gross
value add - over 1% GDP - to the UK economy per year.* The
UK’s low carbon economy could grow by 11% per year and the
global export market for low-carbon products could be worth
up to £1.8 trillion by 2030.°

This would directly benefit the British public, creating almost
500,000 jobs supported by the domestic and export-led low
carbon opportunities,® and help to tackle inflation - research
shows that upgrading UK homes with the right combination
of low-carbon technologies and energy efficiency measures
could increase their value by £10,000 on average and reduce
household’s energy bills by over £1,800 per year.’

If the UK doesn’t lean into the green transition, the UK will miss
out on the export opportunities that come from being a leader
in growing industries. Moreover, we’ll be vulnerable to significant

climate and nature risks which threaten the foundations of our
economy and financial stability.? The Bank of England estimates
that UK GDP will be 5 times lower in 2050 if no action on climate
is taken, compared to taking early action.” Delaying climate
action to 2030 would double the required investment to at

least £64 billion per year from 2030, likely forcing higher taxes.®
There are huge upsides to driving the net zero investment now,
while avoiding significant downsides.

The UK has so far positioned itself to capture this global
economic opportunity. The UK was one of the first major
economies to commit to a legally binding target to reach net
zero emissions by 2050."* The Net Zero Strategy set up the
right ambitions to decarbonise all sectors of the UK economy.
At COP26, Rishi Sunak announced the Government's vision for
the UK to become the world’s first net zero financial centre,
leaning into the UK’s globally recognised financial leadership
and reach.

Now is the time to make these ambitions deliver by financing
the green transition and creating future facing industries.

A Net Zero Investment Plan can deliver this by quantifying
investment gaps and identifying market barriers, setting out
how government policy, regulation, and spending will support
private finance and give investors the confidence to close
those gaps. In other words, a whole of economy approach,
where government and the private sector are pulling in the
same direction, is needed. Industry, civil society*? and experts,*
including the Climate Change Committee’s (CCC) Advisory
Committee on Finance* have highlighted the need for this.

WhatisaNetZeroInvestmentPlan

ANet Zero Investment Plan would set
outacomprehensivefinancing strategy
to assess, track,and scale-up (largely)
privatefinanceinthe netzerotransition,
consistentwith the Paris Agreement,
while delivering wider benefits such
asimproved energy security and
alleviating therising cost of living®.
ltwill help secure economic stability
and confidenceinthe UKeconomy

This system-wide and sector-tailored approach aims to provide
a bridge between the economic opportunities that exist within
the real economy and the supply of net zero finance from the
UK’s global financial centre. The right policy environment could
make £900bn of insurance and pension investment available
for green financing in the UK, substantially reducing the
amount of public spending needed to deliver net zero.**



The Net Zero Investment Plan would constitute these key components:

1 Assessment of total investment needed across sectors
of the UK economy to deliver on the 6th Carbon Budget,
building on the CCC’s existing assessment in 2020, This
should include an assessment of what investment in
natural capital and nature-based solutions will be needed
to deliver net zero commitments, and build the resilience
of the UK economy - for example to climate and supply
chain shocks.

2 Tracking of financial flows across the economy
(public and private), to identify where investment is
falling short of the assessed need. This function should be
carried out regularly by an independent body (such as the
OBR). While we already have investment pathways from
the CCC, and we have committed to a net zero financial
centre, we currently have no cross-sector assessment
to understand whether this is being met and whether
capital flows are flowing to the most beneficial areas of
the economy.*® Introducing a Net Zero Delivery Tracker for
fiscal events, which would enable HMT to assess if public
investment is getting the UK on track to achieve our net
zero and nature goals, would support the Government in
this regard.”

3 A comprehensive, strategic financing plan to close

the gaps between required and actual financial flows.

This plan would consider how to catalyse the full breadth
of financing available across the economy, including
primary investment (e.g. to retrofit a building), secondary
markets (e.g. investment and lending portfolios), and
utilise existing public financing mechanisms, notably the
British Business Bank and the UK Infrastructure Bank.

It would clearly set out how strategic public finance,
regulation and policy will be used to leverage in private
finance to close these gaps, including developing
innovative financing strategies that would focus on the

specific challenges across the net zero and nature-positive
landscape (e.g. buildings, high-carbon industries, and
nature-based adaptation).

4 Align government governance structures with this

whole of economy approach, requiring each department
to understand how to deliver the Net Zero Investment
Plan, based on the sectoral pathways they are responsible
for and making commensurate adjustments to policy and
practice. Some plans already exist in this space, but have
been developed in an ad hoc manner; therefore, the aim
would be to make these plans consistent and coherent.
They must cover operational emissions associated with
the department as well as information on the way in which
the policies that they are responsible for are driving the
net zero transition and green growth.?

The UK’sleadingfinancial centreis
anassettobeleveragedinbuildinga
prosperous, climate-secure economy,
and futurefacingindustrieswith huge
export potential. ANet Zero Investment
Planwill help signal the government’s
clearintenttothemarketand allow
the governmentto systematically use
its leversto channel billions of pounds
of private finance. Theinvestment
potential exists and we must not waste
time inunlockingit.
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