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Climate & Nature

Corporate philanthropy has become increasingly
popular worldwide, with corporations donating large
amounts, particularly in response to natural disasters.
Disaster Relief, Inc.: When is Corporate Philanthropy
Good or Bad for Shareholders? (Review of Finance), by
Dr Hao Liang, Associate Professor of Finance (SMU)
and Co-Director of SGFC, shows that firms making
charitable donations to disaster-affected communities
tend to experience lower returns. However, donations
occurring after more prominent disasters help mitigate
the adverse effects by raising awareness and boosting
the reputation-building benefits of charitable giving.

Climate disasters, such as droughts, floods, hail,
hurricanes, tornadoes, wildfires, strong winds, and
severe winter weather, can further impact the trading
behaviour of retail investors. In her study, Retail
Investors’ Activity and Climate Disasters, SGFC Senior
Research Fellow Dr Marinela Adriana Finta highlights
that investors tend to overreact during these events by
trading significantly less. This behaviour can often lead
to mistakes in their short-term decisions when buying or
selling stocks related to the disaster.

Tropical cyclones are also among the most destructive
weather events worldwide, inflicting billions of dollars in
damage and considerably affecting the overall economy.
Recent research by Dr Ralf Toumi, Co-Director of
Grantham Institute — Climate Change and the
Environment (Imperial), focuses on catastrophe models
that assess potential losses and impacts under various
hazard scenarios. This information can help
organisations make informed decisions related to, for
example, risk mitigation, insurance pricing, and
resource allocation.

Adaptation

Rising temperatures can also have adverse effects on firms. In the study How Firms Adapt to Rising
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Temperatures: Evidence from US Establishments (Journal of Business Ethics), Dr Weikai Li, Associate Professor

in the Department of Economics and Finance (CityUHK) shows a reduction in employment and closure of
establishments.
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Transition

To ensure a green future, addressing climate change and transitioning to a low-carbon economy requires
substantial resources and collaboration from a diverse range of stakeholders, including both public and private
entities. In Leveraging the Capabilities of Multinational Firms to Address Climate Change: A Finance Perspective
(Journal of International Business Studies), Dr Franklin Allen, Professor of Finance and Economics and
Executive Director of Brevan Howard Centre (Imperial), argues that multinational enterprises (MNEs) can act as
channels to transfer the resources necessary for financing the climate transition. Despite being significant
contributors to global emissions, MNEs can leverage their size, international presence, technological resources,
and superior access to external capital to aid in decarbonising the economy.

To ensure that companies do not take advantage of emissions reporting optionality to boost climate
performance, Dr Enrico Biffis, Professor of Actuarial Finance (Imperial) and Co-Director of SGFC, recommends
the disclosure of major gases separately and setting targets in line with consistent standards and transparent
reporting. His paper on the Lack of Harmonisation of Greenhouse Gases Reporting Standards and the Methane

Emissions Gap (Nature Communications) reveals that different time windows or older conversion values can
lead to different totals for the same emissions, resulting in an underestimation of the private sector’s climate
footprint.

Drawing on a literature review on The Effects of Financing Green and Brown Sectors: What do Theories and

Evidence Say? (Asian Economic Policy Review), Dr Hao Liang and Dr Maria Teresa Punzi point out that
directing capital towards environmentally friendly (“green”) sectors while diverting it from carbon-intensive
(“brown”) sectors facilitates decarbonisation. It can, however, also lead to higher emissions from brown firms and
contribute to economic disruption (e.g., wage losses and job instability). Additionally, lower financing costs have
only a minimal effect on emissions reduction in green sectors, whereas higher ones significantly increase
emissions in brown sectors.

Future research by Dr Hao Liang and Dr Tianhao Yao, Assistant Professor of Finance (SMU), investigates
whether low financing costs enable Chinese firms to transition away from carbon-intensive activities and engage
in more sustainable ones. It shows that cheaper debt indeed increases green revenue and investment.
Therefore, financing the transition of brown sectors via a lower cost of capital can accelerate the decarbonisation
process.
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In addition, Dr Yangfang (Helen) Zhou, Associate Professor of Operations Management (SMU), submitted a
patent cooperation treaty (PCT) for a vehicle-to-grid business model. This international application claims priority
in over 150 countries and outlines future patent filing locations.

Carbon Markets & Products

One popular policy initiative to deal with climate
change and mitigate greenhouse gas (GHG)
emissions is the cap-and-trade system (ETS). This
program establishes a limit on the total emissions
while allowing firms to trade their carbon allowances
(CAs). In the study, Robbing Peter to Pay Paul: The

Impact of California’s Cap-and-Trade Program on
Toxic Emissions (Management Science), Dr Narae
Lee, Assistant Professor at the School of Business
and Technology Management (KAIST), documents
a reduction in the GHG emissions following this
policy. Nonetheless, the programme also had
unintended consequences — making the toxic waste
treatments more expensive. As a result, firms have
reduced their voluntary environmental efforts,
leading to an increase in toxic emissions.

To reduce the GHG emissions worldwide, Dr Jian Sun, Assistant Professor of Finance (SMU), argues that
Requlating the Trade in Cap-and-Trade is as critical as enforcing an appropriate cap. In particular, limiting firms’
access to the carbon market (e.g., by increasing trading costs) can enhance efficiency by reducing emissions.
This approach can also encourage firms to invest in abatement technologies, thereby improving overall welfare.

Too Levered for Pigou: Carbon Pricing, Financial Constraints, and Leverage Requlation (Journal of Financial
Economics) by Dr Magdalena Rola-Janicka, Assistant Professor of Finance (Imperial), supports the cap-and-
trade system as well, arguing it may dominate the carbon tax.

Ensuring a sustainable digital transition is also crucial given the rapid growth in global demand for data centre
(DC) services. Dr Winston Chow, Professor of Urban Climate (SMU), and Dr Karen Lai, Professor in the
Department of Geography (Durham), show that conservative culture hinders the Decarbonising Digital
Infrastructure and Urban Sustainability in the Case of Data Centres (npj Urban Sustainability). Specifically, DC
operators often hesitate to adopt cutting-edge solutions, despite their potential to reduce environmental footprint.
Another upcoming work by Dr Karen Lai discusses Singapore’s research implications for data centre
investments in Johor and Batam. It also explores how the UK can achieve a “twin transition”, advancing digital
innovation while decarbonising its infrastructure.

Impact

On the impact side, in Understanding the Societal Impact of Academic Research, Dr Hao Liang outlines a
framework connecting academic research with measurable economic and policy impacts. This work illustrates
how academic research and organisations can create societal value.

Nature/Biodiversity

In an opinion article, The Market for Biodiversity in Singapore, SGFC Senior Research Fellow Dr Maria Teresa
Punzi emphasises that, despite increasing public and growing private funding towards addressing biodiversity
loss, there is still a need for further action. For instance, Singapore could establish a distinct, state-backed
biodiversity credit system, which would enhance market credibility and encourage both public and private
investment in local biodiversity conservation. Ultimately, it could position Singapore, a “City in Nature”, as a
leader in regional biodiversity finance. Ongoing work is developing a model to compare scenarios in which the
fossil fuel sector can access bank funds versus those in which it cannot. It will also consider the effects of
deforestation on financial transactions, as well as the tax implications of reducing greenhouse gas emissions.
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Green Finance

On the Origin of Green Finance Policies (Journal of Financial Stability), Dr Theodor Cojoianu, Associate
Professor of Sustainable Finance (SMU), identifies fossil fuel financing as the main driver behind their adoption.
He points out that commercial (government subsidies) financing is particularly evident in countries with high and
medium (low) climate change awareness.

The ESG initiatives may also face resistance, and a political backlash could occur if shareholders pressure firms
to adopt more socially responsible policies. Dr Magdalena Rola-Janicka discusses these challenges in Voting on
Public Goods: Citizens vs Shareholders.

For more details on the research outputs from SGFC, visit www.singaporegreenfinance.com/research/.
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