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EUA & CER historical prices and our forecast from 2006
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EUA value drivers

Supply & demand

— EUA allocation
= Emissions (based on GDP)
— EUA switching fuel

— CDM/JI (Linking directive)
CDM supply

JI supply
— = CDM/JI demand

— AAU supply EU
AAU supply (Russia/Ukraine)
_ = AAU demand rest of the world
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Post Kyoto, Phase Ill, banking into it

Commodities

Oil / Gas
Coal
Power

Importance
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Geopolitical

Economical
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Kyoto credits — next level of complexity
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CER/ERU - Summary demand for CDM/JI credits

World CER/ERU/AAU Demand 2008-2012
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World emissions imbalance

Emissions (million tonnes)
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EUA Price Scenarios

EUA price Scenarios
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Myths about auctions (post 2012 period)

Helps lower emissions

1. Increase electricity costs XX -
Allowances priced in today

Eliminate windfall profit of utilities

Shifts revenue from utilities to state treasuries -
Disqualify coal

Favor nuclear, gas, green

Hedge funds may manipulate it X -
Can not include into cost of power X

o 0k W

Can not surrender allowances X

7. Power plants may manipulate it X
Can include into cost of power
Can surrender

8. Are not tested XXX -
UK treasuries, Power Transmission Capacity
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