Carbon Pricing:
Where to from here?
How can public opposition be
overcome?
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“The Vanishing Face of Gaia”
– James Lovelock
August 2018
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• 1997 announcement to reduce 10%
below 1990 levels by 2010
• Launch 1999, 12 major business units
• Real emissions, fake money, real
reward
• March 2002 announcement:
• 10% reduction achieved 7 years
ahead of plan
• $650m in new shareholder value
• Average price ~$40/t CO2

“There is mounting evidence that
greenhouse gas emissions exert an
influence on the Earth’s climate”
– John Browne, 1997
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• Core pillar of EU climate policy
• 43% below 2005 levels by 2030, 1.82bn
cap in 2020
• ‘10% reduction 2005-2012, no impact on
competitiveness’
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Figure 2. Overall cap and verified emissions from EU ETS installations 2005-2015
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• Erosion of impact through overlapping
15.
Phase 1, running from 2005–2007, was insulated from later phases by prohibiting
policies leads to allowance oversupply,banking and borrowing of permits across the phase boundary. Figure 2 clearly indicates an
oversupply of permits in the
first phase,recommendation
which is why the permit price approached
zero at
main
is to
depressed prices and policy intervention: the end of“[Our]
the first trading period (see Figure 3). Phase 2 (2008–2012) and Phase 3 (2013–

avoid overlap as a matter of principle
as it inhibits the market effectiveness
of the EU ETS”
16.
Figure 3 presents the price of EU ETS allowances between 2005 and 2015. The
- priceInternational
Emissions
average spot
in this period was around €10-15,
but has varied between Trading
€0 and €30. In
the third phase, the spot price has ranged between €5-7. However, the price of forward
contracts Association
has remained steadily above the spot price, suggesting firms are taking the

•

2020) allow firms to bank unused permits for later use, as well as a limited form of
borrowing against future emissions reductions. This explains why the price has remained
above zero despite over allocation, and also why verified exceeded the cap in 2008. With
Fuel Quality Directive – UpstreamPhase 3, the coverage of the EU ETS also became broader and previously unregulated
sectors such as aviation and the production of aluminum became regulated.5
Emissions Reductions ~£200/tCO2

•

‘Reduction in 700mt demand’

•

Backloading/Market Stability Reserve

•

Renewable Energy Directive
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progressive stringency of the cap into account. Installations, or rather the firms that operate
4
them, can then make abatement and investment decisions according to the carbon price
revealed in the market.

California Cap and Trade
• 40% below 1990 levels by 2030
• 334m cap in 2020
• $6.5bn state revenue in 2017
Source: California Air Resources Board (CARB)

• CaT is ‘back-stop’ to quilt of
overlapping policies:
• Renewable Portfolio Standard
• Energy efficiency Programs
• Low Carbon Fuel Standard (~$200/
tCO2)

“the best designed program in the world”
– Dallas Burtraw, Resources for the Future
“the real threat to the program is we get to a
high price level and have apolitical crisis”
- Severin Borenstein, Prof Haas Business School
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Corporates Internal Carbon Pricing
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Energy

• 1,400 companies, $7Tn
annual revenue
• 150 companies in 2014
• Higher price than
regulated markets
• What objective?
• Identify opportunity
• Pre-empt policy
• Risk stress testing
• Satisfy investor pressure
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“it’s not just the price, its how you use”
- Albzeta Klein, Director IFC
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The ‘Real’ Challenge
• Companies are designed to
optimise profits
• Science has the burden of
proof
• Rational man is not rational
society
• Democracy moves to social
media mentality
How can public opposition
be overcome?

Source: www.sparkchange.io / UN Environment Programme 2017 Emissions Gap Report

“Losing Earth: The decade we
almost stopped climate change”
– Nathaniel Rich, NY Times
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Thank you for your time!

PEAK CARBON LLC
Daniel Barry
Partner
(m) +44 7949 997 702
dan.barry@peakcarboncapital.com

www.peakcarboncapital.com

