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“Passive” money and new thermal coal mine builds
Ulf Erlandsson (*)

Today, Moody’s has put North Queensland Export Terminal (NQXT, formerly known as Adani Abbot
Point, rated BB+/BB+,/BB-) on negative outlook due to refinancing risks of the ADAABB $4.45 12/25
bond (REGS: USQ0102FAD70, 144a: US00653GAB05 ).1 We find Moody’s language with regards to
the relationship between NQXT and the Carmichael coal mine development instructive:

 "In addition to its current volume throughput, NQXT has an essential role in exporting coal from
the greenfield Carmichael thermal coal mine, which is being developed by Bravus Mining and
Resources Pty Ltd, a wholly owned subsidiary of Adani Enterprises Ltd (unrated). Adani Enterprises
has indicated that Carmichael is due to commence production in the fourth quarter of 2021."

The statement further clarifies that investors in Adani Enterprises (ADEIN) have exposure to the
building of what we would call the most controversial new thermal coal mine in the world. We
provide a list of international equity investors in Table 1.

Table 1. Biggest (not ordered) international equity investors in Adani Enterprises/the Carmichael coal mine build. Source:
Bloomberg.

Most of the investments appear to be coming through passive strategies such as index tracking
funds and ETFs. However, given strong affirmation from many of these firms to not finance new
coal mines and to be committed to climate change mitigation, we believe there is a duty to actively
disclose that such passive vehicles are exempt from the marketed ESG frameworks, especially in
situations where the end-clients may have zero exposure tolerance for new coal mine financing.

Furthermore, we opine that these firms can be asked to demonstrate their engagement actions in
the Carmichael case, in case they claim to pursue active ownership strategies. A manager with
such policies should be able to produce a track-record of ADEIN management engagements on the
mine topic. We sincerely believe, as was shown in the case of the State Bank of India Adani loan in
2020, that engagement has a role to play.

1Data on holders of the bond is sparse. Notable is the large number of small-ish US insurance
companies, as well as BlackRock recent investment into the bonds as they were downgraded and
bought for the firm’s Fallen Angel bond strategy. Other notable investors in the bond are Invesco, State
Street, JPMorgan and Union Investments.

Vanguard BlackRock State Street
Mercer Dimensional Fund Advisors Charles Schwab
Fidelity Management (FMR) Lyxor WisdomTree
Amundi/Credit Agricole Edelweiss AM TIAA
Nomura Credit Suisse Deutsche Bank

https://blinks.bloomberg.com/news/stories/QWZS5Z3V2800
https://blinks.bloomberg.com/news/stories/QWZS5Z3V2800
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IMPORTANT DISCLAIMER:

This report is for information and educational purposes only. The Anthropocene Fixed Income
Institute (‘AFII’) does not provide tax, legal, investment or accounting advice. This report is not
intended to provide, and should not be relied on for, tax, legal, investment or accounting advice.
Nothing in this report is intended as investment advice, as an offer or solicitation of an offer to buy
or sell, or as a recommendation, endorsement, or sponsorship of any security, company, or fund.
AFII is not responsible for any investment decision made by you. You are responsible for your own
investment research and investment decisions. This report is not meant as a general guide to
investing, nor as a source of any specific investment recommendation. Unless attributed to others,
any opinions expressed are our current opinions only. Certain information presented may have
been provided by third parties. AFII believes that such third-party information is reliable, and has
checked public records to verify it wherever possible, but does not guarantee its accuracy,
timeliness or completeness; and it is subject to change without notice.

The Anthropocene Fixed Income Institute is a non-profit organization “to monitor, advocate for
and influence the impact of the fixed income and bond markets in the age of human induced
climate change.” For more information about the Institute, please visit wwww.anthropocenefii.org
or follow us using the hashtag #anthropocenefii.


