The Carbon Market

Trading Carbon in Europe
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@ Understanding Cap and Trade




« Europe — global leadership position

« Pre-Kyoto trading scheme (Phase |) 2005-2007

- Phase Il coincides with Kyoto period

« EUETS legally binding across all 27 member states
5 Industries covered

« Average reduction of 8% (from 1990 levels)

« 12% of allowances can come from CDM (national
limits ranging from 0 to 20%)

« 2013-2020 scheme now being finalised.



@ Mandatory Carbon Caps
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Futures and Options
based on underlying:
\l )
| |
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EUAs CERs (secondary)
European Union Allowances Certified Emission Reductions
\l ) \_ )
4 N 4 N
EU ETS - CDM -
European Union Clean Development
Emissions Trading Scheme Mechanism project credits
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Key asset characteristics — EUA supply is theoretically fixed so demand
leads price formation. CER supply is variable but needs long-term signals.

« Macro

Political support
National developments

Economic
(growth/recession)

Innovation

Micro

Demand
Qil price
Coal price
Gas price

European
weather/temperature

Interest rates
Exchange rates
Other markets
CDM supply



Hedgers

Eg. Industrials,
utilities

Investors
Eg. Banks, funds

Speculators

Eg. Algo’s, proprietary
traders

Arbitrageurs

Eg. Banks, specialised
traders



Price and volume ECX EUA Futures Contracts

ECX Monthly Volume & Settlement Price
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@ Open Interest ECX Contracts

mCER Options m CER Futures mEUA Options m EUA Futures
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@ Multiple roads to the same destination

'3 ™

Behavioral change

Y

Renewable energy sources

Voluntary markets

(CSR and pre-mandatory)

. Mandatog cap & trade )
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“The total global carbon market value could reach
€2 trillion ($3.1 trillion) by 2020.”

- POINT CARBON, May 2008
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Product Strip Qption | Stk | Sell | Oty Bidl Offer Gty uy | High Loy Last Volume | EFP Yol | Opt Block| Settlement | Change

ECX EUA Daily Futures |ECX Futures Today + 5 1457 1463 20 1475 1444 14608 1379 1025 1442 018
EC CER Daily Futures EC¥ Futures Today + 2 1315 13.33 10 13.36 13.36 13.36 F 10 0 13.02 0.34
ECH EUA Futures Jun10 i 14.47

£ Il ---- ------_-
ECH EUA Futures Dect1 + FiT 1514 15.20 15.32 15.04 1510 1234 453 15.01 0.09
EiZx ELA Futures Ceclz + i 2 15.88 15.92 15 16.03 15.76 1586 233 1175 15.75 011
EZH ELA Futures Cect3 + & 10 17.00 17.08 145 16.98 16.94 17.09 & 48 300 16.93 0.05
ECH CERJELIA Spr CeclO + 25 -1.69 -1.65 3 -1.67 -1.70 -1.67 4 a7 0 -1.70 0.03
ECH CERIELUA Spr Dect1 + 10 -2.39 -2.35 25 -2.34 -2.40 -2.351 18 0 -2.41 0.06
ECH CERIELA Spr Dectz + 25 -3.29 -3.26 15 -3.14 =327 -3.2TE 42 0 -3.34 0.07
ECH ELUA Spr Cec10iDec13 10 =237 -2.32 10 =237
EZH ELIA Spr Cecl0iDec11 + 23 -0.45 -0.42 125 -0.41 -0.45 -0.45 241 0 -0.45 0.00
ECH ELUA Spr Cecl0iDec12 + 100 -1.18 -1.16 48 -1.14 -1.19 -1.18 1628 0 -1.19 0.01
ECH ELA Spr Dec11iDec12 + 2 -0.74 -0.72 25 -0.72 -0.75 073 W 301 0 -0.74 0.01
ECH ELA Spr Cec11/Dec13 1IZI -1.84 -1.88 1D -1.91 -1.91 -1.81 3 0 -1.92 0.0
EZH ELIA Spr Cecl2iDec13 -1.19 -1.16 -1.17 -1.18 -1.18 0 -1.18 0.00
——ll & Il ---- ------_-
EC¥ CER Futures Dect # 1274 12.83 12.90 12.60 1279 176 12.60 014§
ECH CER Futures Dect?2 + i 35 12.96 12.65 1 12.71 12.41 12.87 84 550 12.41 018
ECH CER Futures Spr Decl0iDect1 + a2 024 027 3B 024 0.23 0.24 13 0 0.26 -0.02
EiZ¥ CER Futures Spr Cec1iDec12 + 1 0.4z 0.45 a5 0.46 0.4z 0.4z 40 0 0.44 -0.03
EiCx CER Futures Spr Cecl1iDecl2 + 1 018 014 g 0149 0.18 0.18 34 0 0149 -0.01
ECH EUA Daily Futures - ECX EUA Daily - ECX Futures Today, 4 @ 14.60 B (161601 BET)
ECHEUAFutures - ECX- Dec10, 4 @14.74 | (16:16:01 BET)
ECHEUAFutures - ECX - Dec10, 25 & (16:13:47 BST) <<EFPEFS>>
ECHEUAFutures - ECX - Dec10, 15.00 Call European, 250 & (16:13:30 BST) <<EFPEFS>>
ECH EUA Daily Futures - ECX EUA Daily - ECX Futures Today, 1 @ 14.60 B (161524 BET)
ECHEUAFUtures - ECX- Dec10,1 @14.74 | (161524 BET)
ECH CER Futures - ECX CER - Dec12, 200 4 (16:12:50 BST) <<EFP/EFS=>>»
ECKEUAFutures - ECX - Dec10,18 & {16:12:56 BET) <<EFPEFS>>
ECHEUAFutures - ECY - Dec10,1 @14.74 & (16:14:38 BST)
ECHEUAFUtures - ECX - Dec10,1 @ 1473 B (161418 BET)
EC}< ELJA Futures EC}< Decm 12 I:IIZI PutEurupean 1DEI & (161213 B5T) <<EFPEFS=>
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