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COP28: Language Matters
Last week saw the culmination of the United Nation’s 28th annual Conference of the Parties (COP) of the 
United Nations Climate Change Conference. This year’s edition, COP28, saw close to 200 signatory 
countries (“Parties”) gather together to discuss collective action on minimising the impacts of climate 
change in an increasingly vulnerable world. A record number of 97,000 delegates attended this year’s 
climate summit, almost twice the number that travelled to Sharm El-Sheikh, Egypt for COP27 last year, the 
previous largest in the summit’s three-decade history. However, COP28 was shrouded in scepticism 
before negotiations had even begun. Cynicism concerning the decision to host the climate summit in the 
capital city of the UAE, one of the largest oil and gas exporting countries in the world, was only dwarfed by 
the choice of President. Dr. Sultan Al-Jaber was tasked with presiding over the conference. Critics 
questioned whether the current CEO of the Abu Dhabi National Oil Company, the world’s 12th largest oil 
company by volume, could display impartiality with respect to his own, and his country’s, political interests. 
Questions arose around the viability of proposed promises, and the credibility of the authority tasked with 
making these commitments. Even the immediate lead-up to the conference was marked by controversy, 
with a leaked story claiming that Dr Al-Jaber was using the presidency, and the large presence of oil and 
gas representatives, to advance his own oil and gas deals.
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National leaders and other dignitaries at COP28. 
Source: Fotografía oficial de la Presidencia de Colombia 

Criticism of the conference may seem overblown, however the oil and gas industry accounts for 45% of 
anthropogenic greenhouse gas (GHG) emissions. Fossil fuels in total (i.e. including coal) account for 75% 
of GHGs and almost 90% of global carbon dioxide emissions. The oil and gas industry had been touted as 
a significant player in the energy transition. Publicly traded energy companies, particularly those in 
Europe, had been on a sincere path of transition to reduce their reliance on oil and gas and broaden their 
portfolio of energy resources. However, the Russian invasion of Ukraine resulted in soaring oil and gas 
prices, causing profits to skyrocket. These same companies then began lobbying against climate policies, 
severely halting the evolution of the energy transition in the process. This compounded calls for COP28 to 
result in a commitment to phase out fossil fuels. While COP28 saw members agree on the need to 
“transition away from fossil fuels in energy systems”, the final commitment was somewhat watered down, 
merely committing to phase down fossil fuels as opposed to phasing them out.

The difference in language may seem slight, but the impact is pronounced. A phase out would require a 
radical reduction in fossil fuel burning down to (near) zero. The weaker, phase down, indicates that fossil 
fuel burning would need to decline without any specification of when or by how much. Unlike previous 
COPs, such as COP26 which was hosted in Glasgow in 2021 and committed to achieving net zero by 
2050, COP28 did not include a timeframe nor compel countries to take action. Similarly, unlike COP21 
which was hosted in 2015 and resulted in the Paris Agreement which introduced the goal to limit global 
temperature increases to 1.5°C above pre-industrial levels, COP28 is not legally binding. 

A lack of market confidence for the deal saw the price of carbon fall to its lowest level in 14 months the 
day after the summit concluded. Traders were unconvinced that the agreement would lead to meaningful 
action by governments on climate, noting the weakness of the language used. Notably, language backed 
by fossil fuel interests, such as “transitional fuels” which is seen as a code for natural gas, seemed to find 
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its way into the final text. The science is clear, fossil fuel burning is the overwhelming cause of global 
warming. To have any chance of reaching the 1.5°C goal, CO2 emissions must fall by 43% by 2030. As 
global commitments stand, there is a good chance that we may not reach the 1.5°C target, and could even 
exceed 2°C. While 0.5°C difference may seem insignificant, the impact again is profound. For example, a 
half degree more of warming would increase the proportion of the global population frequently exposed to 
extreme heatwaves by 400 million people from 14% to 37%. It would double the loss of vertebrate and 
plant species, as well as the decline in marine fisheries.

The difference in projected climate impacts between 1.5C and 2C of warming, Source IPCC, 2018

At SilverCross, we believe that we all have a role to play in achieving consistent reductions in GHG 
emissions. We emphasise the importance of absolute GHG reductions and discourage our portfolio 
companies from purely relying on carbon offsets. We place a higher weight on the actual progress a 
company has made in reducing emissions, as opposed to simply taking targets as fact. When assessing 
the viability of our portfolio companies’ climate strategies, we focus on the language used, noting where 
companies make concrete commitments based on science.

Some good news

A commitment to phase down fossil fuels, was not the only outcome of COP28. 2023 marked the year of 
the first ever Global Stocktake, an exercise mandated by the Paris Agreement. The Global Stocktake is 
the process by which countries and stakeholders see where they’re collectively making progress towards 
their decarbonisation and resilience efforts, and where they are not. As such, there was increased 
pressure for Parties to ensure efforts to accelerate progress were confirmed. Member States agreed to 
develop a loss and damage fund to help the most vulnerable countries repair or adapt to the severe 
impacts of climate change. This was a major step forward for less economically developed countries, who 
have long argued that the biggest fossil fuel polluters should be held accountable for the climate impacts 
attributable to their fossil fuel use.

All Parties also committed to double the rate of energy efficiency by 2030. The global population is set to 
increase to 8.6 billion people by 2030 and 9.8 billion by 2050. As society looks to, at a minimum, sustain 
the quality of life of current generations for future generations, increasing energy efficiency will be 
imperative if we want to reach net zero. Population growth, economic growth and increased consumption 
in developed and emerging economies are major contributors to global warming, and contribute to a 
feedback loop. For example, as temperatures rise, more people use air conditioning systems. Such 
systems are becoming increasingly common as both incomes and populations rise, particularly in the 
world’s warmer regions, such as Asia. However, these systems are energy intensive and use refrigerants 
that contribute to ozone depletion and global warming. This warming then requires more air conditioners, 
creating a vicious cycle. By 2050, it is expected that global air-conditioners may result in the equivalent 
GHG emissions to India, the third largest emitter today. By improving the energy efficiency of these 
systems, the severity of this feedback loop can be limited. One of SilverCross’ long-term investments, 
Belimo, is doing just that and we believe it will be a beneficiary of the transition to net zero. Belimo is the 
global market leader in actuator solutions for controlling heating, ventilation and air conditioning (HVAC) 
systems. By making its HVAC controls smart, Belimo damper actuators and valves can save 30-55% 
energy compared to similar products. Over a 15-year lifetime, this results in a net CO2 prevention impact 
of 1 068kg CO2e per device. These carbon savings are 24 times larger than the emissions related to the 
devices' raw materials, manufacturing process, distribution, operation and disposal.
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A clear positive outcome of COP28 was the commitment from more than 100 countries, including the 
Netherlands, United States and Japan, to triple renewable energy capacity by 2030. We believe that this 
pledge provides an opportunity for companies included in the SilverCross Global Small-Cap Fund. For 
example, Stabilus, the world market leader for gas springs and dampers. Stabilus products have various 
applications, including for the renewable energy sector. Its dampers minimise the effects of wind 
anomalies and vibration for solar trackers and wind turbines, while its gas springs help maintenance staff 
open and close access panels. 

What next?

The UN Secretary General, António Guterres, opened COP28 by reminding us all that this year will be the 
hottest year in human history. In his words “we are living through climate collapse in real time”. Yet, there 
is still room for optimism. Renewable energy use has continued to increase. Solar power was the fastest 
growing source of electricity in 2022 for the 18th year in a row. While global emissions continue to rise, the 
peak is in sight. Developed countries, such as the US and the UK, have seen absolute declines, while 
others, including the EU and Japan, are beginning to plateau. Going forward, governments and the private 
sector must rally together to facilitate the climate transition, including reducing our reliance on fossil fuels. 
For all its faults, it must be remembered that COP28 still resulted in a landmark deal. So, to mirror the 
words of UN Climate Change Executive Secretary, Simon Stiell, “whilst we didn’t turn the page on the 
fossil fuel era in Dubai, this outcome is the beginning of the end.” 
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This material is for informational purposes only and is not marketing. It is not intended as an offer or solicitation with respect to the purchase 
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Funds which specialize in a particular region or market sector, such as small cap equity, may entail higher risks than those which hold a very 
broad spread of investments. 

Past investment results are not necessarily indicative of future investment results. The value of all investments and the income derived 
therefrom can decrease as well as increase. This may be partly due to exchange rate fluctuations in investments that have an exposure to 
currencies other than the base currency of the Fund. 

Reference to market indices or other measures of relative market performance over a specified period of time are provided for your 
information only. Reference to an index does not imply that the portfolio will achieve returns, volatility or other results similar to the index. The 
composition of the index will not reflect the manner in which a portfolio is constructed. 

The information and any opinions have been obtained from or are based on information from sources believed to be reliable, but accuracy 
can not be guaranteed. No liability is accepted by IBS Fund Management BV (“IBS FM”) or the SilverCross Global Small Cap Fund (“the 
Fund”) in relation to the accuracy or completeness of the information contained in this document. The information in this document is not 
comprehensive and is presented for informational purposes only. All opinions and estimates constitute our view as of the date of this 
presentation and are subject to change without notice. 

IBS FM is the Manager of the Fund. The Fund is a fund for joint account (fonds voor gemene rekening) organised and established under 
Dutch law. Under Dutch law the Fund is not a legal entity nor a partnership, commercial partnership or limited partnership, but a contractual 
arrangement sui generis between the Manager, Stichting Bewaarder SilverCross (“the Title Holder”) and each of the Investors separately, 
governing the assets and liabilities acquired or assumed by the Title Holder for the account and risk of the Investors. IBS FM and the Fund do 
not provide investment advice, tax advice or legal advice and all investors are strongly urged to consult their own tax or legal advisors 
concerning any potential investment. Before making any investment decision, investors are advised to check the investment horizon and 
category of the Fund in relation to any objectives or constraints they may have. Investors must read the latest Fund prospectus and the Key 
Investor Information Document (“KIID”), available at our offices and on our website www.silvercross-im.com. The Fund is available only for 
investors for whom this investment is suitable, and who have the knowledge and experience to fully assess the characteristics and risks of the 
Fund. An initial investment in the Fund must be at least EUR 100.000.

Investors shall undertake to respect the legal, regulatory and deontological measures relative to the fight against money laundering and 
financing of terrorism, as well as the texts that govern their application, and if modified investors shall ensure compliance with the applicable 
texts. Investors will allow IBS FM and the Fund to comply at all times with these regulations.

This material is never intended as an offer or solicitation for people living in a specific jurisdiction which does not authorize the distribution of 
the Funds mentioned herein. The Fund is not available for US Persons.

IBS FM holds an AIFMD license by virtue of article 2:65 of the FMSA. Please visit the website of the Dutch Financial Markets Authorities for 
the public register (www.afm.nl).
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