
Energy, resource industries locked into carbon countdown 

The market cap of major energy and natural resources 
companies has grown in the past decade, but much 
less than in other industries 

Market capitalisation 

BY RASH BEHARI BHATTACHARJEE Wha t will t h e oil and gas sector look 
like i n five years, w h e n oil majors 
w o u l d have t a k e n big s teps to-
w a r d s the i r goal of n e t zero car-
b o n emiss ions? 

That f u t u r e can be seen today in t h e indus-
try's first movers towards the energy transit ion, 
says Bain a n d Co in its Global Energy and Nat-
ura l Resources Report, t h e f irst i n a p l a n n e d 
a n n u a l series. 

Denmark ' s s ta te oil and na tu ra l gas com-
pany, Dansk Olie og Naturgas , is one example . 
At t h e t u r n of t h e m i l l e n n i u m , w h e n it s a w 
its l ong- t e rm exis tence in doubt , it adopted a 
c l imate s t ra tegy t h a t led it to recapital ise t h e 
business, divest its oil and gas assets, and invest 
heavi ly i n w i n d f a rms . 

Now rebranded as 0 r s t ed , t h e c o m p a n y is 
a global leader i n r enewable ene rgy delivery, 
w i t h nea r ly all of i ts prof i t s f r o m w i n d , t h e 
repor t states. 

The w r i t i n g is o n t h e wall. 
"The n e x t five years will b r i ng a n in t ense 

period of change for indus t r ies i n t h e ene rgy 
a n d n a t u r a l resources sector — gas, uti l i t ies, 
chemicals , m i n i n g a n d agriculture — as m a n y 
re invent themse lves to tackle c l imate change 
a n d navigate t h e ene rgy and resource t rans i -
tions," says t h e global consu l t ancy in a state-
m e n t to m a r k t h e release of i ts report . 

The i m p e t u s is c o m i n g f r o m t w o increas-
ingly visible sources.The heavy hi t ters include 
investors w h o are sh i f t ing the i r m o n e y to n e w 
compan ie s t ha t are i n t u n e w i t h a sus ta inable 
f u t u r e . T h e y are l e n d i n g w e i g h t to p r e s s u r e 
groups tha t have been calling out t h e big n a m e s 
in t h e carbon-intensive economy as t h e climate 
ac t ion f ron t h a s ga ined m o m e n t u m . 

"Shareholders a n d act ivists have m a d e it 
clear t h a t t h e y w a n t e n e r g y a n d n a t u r a l re-
sources companies to act now. Standing still in 
t h e sus ta inabi l i ty m o v e m e n t is n o longer a n 
option," says Joe Scalise,head of Bain's global 
ene rgy and na tu ra l resources practice. 

Energy a n d na tu r a l resources (ENR) firms 
face two related chal lenges, t h e repor t says. 

One is t ha t greater scrut iny f r o m t h e public 
over sus ta inabi l i ty a n d g reenhouse gas (GHG) 
emiss ions is m a k i n g it h a r d e r to ob ta in capi-
tal for expans ion .The second is t h a t capi tal is 
f lowing to the i r n e w compet i tors , w h i c h are 
d i s rup t ing these indus t r ies a n d b e g i n n i n g to 
take m a r k e t sha re (see figure). 

For added measu re , investors are increas-
ingly focus ing o n e n v i r o n m e n t a l , social and 
governance (ESG) criteria in allocating capital. 
Funds focused o n ESG objectives have g r o w n 
significantly. 

Action t aken by ENR companies i n t h e nex t 
five years wil l d e t e r m i n e the i r f u t u r e course, 
t h e repor t forecasts . 

" I n c u m b e n t players in ene rgy a n d na t u r a l 
resources wil l e i the r b e c o m e leaders or con-
t i nue to lose t h e public 's fa i th a n d t h e suppor t 
of t h e capi ta l marke ts , " it says. 

To m a k e t h e t r ans i t i on effectively, compa-
nies need to get th ree t h ings r ight : innovat ion, 
i m p a c t a n d economics . 
• Faced w i t h t h e b leak prospec t of peak oil, 

firms like Fin land 's Neste have e m b r a c e d 
innovat ion to pivot f r o m m a k i n g pet roleum 
p roduc t s t o b e c o m i n g t h e world 's largest 
p roducer of r enewab le diesel fuel . 

• As corpora te c i t izens c o m e u n d e r sc ru t iny 
for their impacts on a diverse range of issues, 
ENR firms m u s t work ha rd to m a i n t a i n t h e 
social l icence to be in bus iness . 

• T h e t r a n s f o r m a t i o n of D e n m a r k ' s s t a t e 
oil a n d gas firm in to a global leader i n re-
newable energy delivery, m e n t i o n e d above, 
s h o w s t h e w a y for o thers i n t h e s a m e boat . 
M e a n w h i l e , t h e ba r r i e r s to f u n d i n g a n d 

US$24 tril 

Top 500 non-ENR companies 

Top 500 ENR companies 

2010 

BiEBisBEaeei 
27% 

i n s u r a n c e for fossil ene rgy are rising.The six 
largest US b a n k s have pledged to finance only 
zero carbon projects by2050 and ma jo r insurers 
have baulked at u n d e r w r i t i n g coal s chemes , 
t h e repor t s tates . 

However, t h o s e w h o e m b r a c e t h e ene rgy 
and resource t rans i t ion are w i n n i n g . US power 
genera to r Duke Energy is t u r n i n g crisis in to 
o p p o r t u n i t y b y m a k i n g t h e l a rges t e n e r g y 
t r ans i t i on i n t h a t country . This wil l involve a 
50% to 70% reduc t ion in i ts act ive coal u n i t s 
by 2030, as pa r t of a US$124 bil l ion to US$134 
bill ion capi ta l p lan for 2021 to 2029. 

The w a y a h e a d for legacy e n e r g y a n d re-
sou rce b u s i n e s s e s is to t u r n c o n f r o n t a t i o n 
in to col laborat ion. 

"The r e l a t i onsh ip b e t w e e n ESG inves to r s 
a n d e n e r g y c o m p a n i e s m a y b e a p p r o a c h -
i n g a n i n f l e c t i o n p o i n t , " B a i n s a y s i n i t s 
s t a t e m e n t . 

ESG investors ' ini t ial s trategies of confron-
ta t ion have led to a proliferat ion of ESG targets 
across t h e energy and resources sector,it notes. 

"The next phase will be one of collaboration, 
w h e r e energy and resource compan ies should 
d r a w o n t h e s t r eng th of the i r t radi t ional busi-
nesses to secure funding for capital expenditure 
i n n e w assets and i n f r a s t ruc tu re t h a t suppor t 
t h e ene rgy t rans i t ion ," t h e s t a t e m e n t says. 

This is a cue for m a n a g i n g change by t rans-
f o r m i n g t h e re la t ionsh ip b e t w e e n ENR firms 
a n d ESG investors. 

" In recen t years, w e have seen capi ta l f low 
out of t h e ene rgy a n d n a t u r a l resources sec-
tors in to areas like tech , financial services and 
c o n s u m e r p roduc ts . However, ESG inves tors 
l e a n i n g in to t h e ene rgy i n c u m b e n t s c a n ar-
guably have a greater i m p a c t t h a n those sit-
t i ng o n t h e fence or disinvest ing," says Peter 
Parry, c h a i r m a n of Bain's Energy a n d Natura l 
Resources pract ice. 

ENR c o m p a n i e s are a l r eady r e s p o n d i n g 
to t he se n e w realit ies. Half of all firms i n t h e 
sector have p u t t h e ene rgy t r ans i t i on at t h e 
cen t re of t he i r strategy. 

However, a l t h o u g h m a n y of t he se compa-
nies have a n n o u n c e d net -zero a m b i t i o n s i n 
25 or 30 years, oil a n d gas, m i n i n g a n d energy 
ut i l i ty compan ie s still trail o ther indus t r ies i n 
the i r c l imate c o m m i t m e n t s , t h e repor t states. 

I n c u m b e n t s like Malaysia 's s ta te oil com-
p a n y Pe t ronas are well placed to s h o w leader-
sh ip in t h e ene rgy t r ans i t ion , says Dale Hard-
castle, pa r tne r a n d co-director of Bain's Global 
Susta inabi l i ty I n n o v a t i o n Centre , i n emai led 
c o m m e n t s to The Edge. 

Late last year, Pe t ronas a n n o u n c e d i ts a i m 
to achieve n e t zero ca rbon emis s ions by 2050 
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as par t of its ESG strategy. I t w a s t h e first Asian 
oil m a j o r to t ake t h a t step. 

"Pe t ronas h a s t h e a d v a n t a g e of a s t r o n g 
i n c u m b e n t pos i t i on , a d ivers i f ied por t fo l io 
a n d a pool of exper ienced a n d h igh ly capable 
t e c h n i c a l a n d m a n a g e r i a l leaders . This a n d 
t h e focus of leadersh ip o n c o n t i n u i n g to chal-
lenge its o w n conven t iona l w i s d o m is a great 
s t r eng th as a company, and for Malaysia m o r e 
broadly," says Hardcas t le . 

As o n e of t h e wor ld ' s l e a d i n g p r o d u c e r s 
of na tu r a l gas, it h a s t h e c h a n c e to drive t h e 
ene rgy t r ans i t i on w i t h i n Malaysia a n d shape 
t h e global sh i f t , h e notes . 

Early this m o n t h , Shell Malaysia announced 
i t s r e n e w a b l e e n e r g y a m b i t i o n s w i t h t h e 
l a u n c h of t h e pub l ica t ion ent i t led "The Tree, 
The Sky, The Sun : A P a t h w a y Towards Malay-
sia's Carbon-Neut ra l Future". 

"Both strategies h ighl ight a s t rong recogni-
t i on by t h e oil a n d gas sector i n Malaysia t h a t 
emi s s ions f r o m fossil fue ls wil l c o m e at h i g h 
cost i n a ca rbon-cons t ra ined fu ture ," says Dr 
Gary W i l l i a m These i ra , t e c h n i c a l adviser to 
t h e Malays ian Green Technology and Climate 
C h a n g e Cent re (MGTC), t h e lead a g e n c y for 
Malaysia 's t r a n s f o r m a t i o n in to a sus ta inab le 
n a t i o n dr iven by g reen technology. 

Two m o r e no tab le deve lopmen t s are Was -
co Energy's ca rbon footpr in t cer t i f icat ion a n d 
Hibiscus Pe t ro leum's inc lus ion in t h e FTSE-
4Good Bursa Malaysia Index . 

I n the i r efforts to pivot, says Theseira i n a n 
e m a i l to The Edge, t h e se c o m p a n i e s have h a d 
to v e n t u r e in to here tofore u n f a m i l i a r terr i to-
ry. Their tools inc lude t h e use of g r een tariffs , 
r enewab le ene rgy credits , r enewab le ene rgy 
genera t ion , t ree p l an t i ng a n d t h e p u r c h a s i n g 
of emi s s ions offsets . 

"It m a y be too early to assess w h e t h e r t h e 
m e a s u r e s b e i n g u n d e r t a k e n by oil a n d gas 
c o m p a n i e s wil l have t h e necessa ry p u n c h to 
convince shareholders , investors , c u s t o m e r s 
a n d o the r s takeholders of t he i r c o m m i t m e n t 

to t h e n e w n o r m s called for by t h e c l ima te 
emergency," h e says. 

Business u n c e r t a i n t y a n d t u r b u l e n c e wil l 
have to be skillfully navigated . 

"The fundamen ta l challenge is h o w to move 
fas t e n o u g h a n d an t ic ipa te a n u n c e r t a i n fu-
tu re as m a n y aspec ts of h o w t h e ene rgy t r an -
s i t ion wil l play ou t — in Malaysia , Asean a n d 
globally — r e m a i n unclear," says Hardcast le . 

Additionally, m a n y of t h e n e w bus inesses 
Pe t ronas could e n t e r m a y be less prof i tab le 
albeit ca r ry ing lower risks t h a n i ts core port-
folio i n t h e legacy oil a n d gas sector, h e adds . 

I n power generat ion,Tenaga Nasional Bhd, 
t h e count ry ' s largest electr ici ty utility, leads 
i n t h e s w i t c h to r enewab le ene rgy (RE), w i t h 
p l ans to m o r e t h a n double i ts RE gene ra t ion 
c a p a c i t y f r o m 3 , 0 4 2 M W t o 8 , 3 0 0 M W b y 2 0 2 5 . 

T e n a g a is e x p a n d i n g i t s RE f o o t p r i n t 
t h r o u g h acqu i s i t i ons a n d g reenf i e ld devel-
opments , i t s president and CEO Datulc Bahar in 
Din said to The Edge i n a previous report (Cover 
story, Ju ly 12 issue). 

I t still h a s s o m e w a y to go, s ince coal com-
prised 48.9% of t h e ut i l i ty 's fue l m i x in Pen-
in su l a r Malays ia i n 2020. However , r e v e n u e 
f r o m i ts coal-fired p l an t s wil l n o t exceed 20% 
of t h e group 's r evenue by 2030,Tenaga said i n 
December last year. 

I n t h e big p i c t u r e , u n d e r t h e count ry ' s En-
ergyTransi t ion Plan 2021-2040, Malaysia is tar-
get ing a n energy m i x of 31% RE in its installed 
c a p a c i t y i n 2 0 2 5 a n d 4 0 % i n 2 0 3 5 . 

In t a n d e m , Malaysia will no t build any n e w 
coal power plants , whi le m o r e t h a n 7,000MW 
of coal power p lants ' energy supply contracts 
will expire by 2033 a n d be replaced mos t ly by 
gas a n d RE. 

However, t h e government has no t discount-
ed t h e op t i on of e x t e n d i n g t h e ope ra t ion of 
t he se p l an t s w h e n the i r con t rac t s expire. 

"If so, t h e na t iona l energy regulator should 
seriously consider impos ing a b iomass cofiring 
m a n d a t e to reduce t h e grid emiss ions factor, 
a p rac t i ce a l ready adop ted in prac t ica l ly all 
deve loped c o u n t r i e s t h a t stil l b u r n coal for 
energy," says Thesei ra . 

Mere ly cu t t i ng back o n po l lu t ion will n o t 
be e n o u g h to m e e t ne t -zero e m i s s i o n ta rge ts 
i n t i m e , says t h e Bain repor t . Addi t ional in-
nova t ions like low-carbon hydrogen fuel m a y 
hold t h e key. 

Businesses also need to t ap in to n e w sourc-
es of g r o w t h . As t h e wor ld t r a n s i t i o n s f r o m 
i n t e r n a l c o m b u s t i o n e n g i n e s to electr ic ve-
hicles (EV),for example , a t t e n t i o n is sh i f t i ng 
f r o m chemica l catalysts for e x h a u s t sy s t ems 
to EV bat ter ies . 

The effort to reduce food-based greenhouse 
gas e m i s s i o n s is a lso r e s u l t i n g i n c h a n g e s 
to c o n s u m e r behaviour , i n c l u d i n g a sh i f t i n 
diets. As p lan t -based da i ry a n d m e a t a l te rna-
tives b e c o m e m o r e cost -compet i t ive , t h e y are 
expected to t ake u p a n inc reas ing slice of t h e 
a n i m a l p ro te in m a r k e t . 

These t rans i t ions look set to t r a n s f o r m t h e 
way ENR companies do business. As consumer 
preferences change in favour of sustainabil i ty, 
c o m p a n i e s need to r e t h i n k t h e va lue c h a i n to 
figure ou t f u t u r e prof i t pools. 

"It will take breakthrough, innovative think-
ing and a men ta l i t y geared toward innovat ion 
a n d e x p e r i m e n t a t i o n to pul l t h i s off," t h e re-
por t says. 

Ba in ' s H a r d c a s t l e says : "All c o m p a n i e s 
are b e i n g asked to p lace a va lue o n n a t u r e — 
i n c l u d i n g fores ts . As pa r t of t h e i r ESG s t ra te-
gies ,global inves tors w a n t to see a t r a j ec to ry 
to m o r e s u s t a i n a b l e r e source c o n s u m p t i o n 
a n d specif ic a c t i o n s to i n s u r e t h a t n a t u r e is 
b e i n g protec ted . Malays ian p a l m , t i m b e r a n d 
o ther firms need to proactively showcase h o w 
t h e y are responsib ly m a n a g i n g s u c h resourc-
es to avoid risk." • 
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