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1. Policy: why emissions trading

“The first essential element of climate
change policy is carbon pricing”
Stern Review

* Price signal

* Environmental certainty
« Least cost

 Incentives



2. NZ Emissions Trading Scheme

» Sector and gas coverage

« Unit of trade: New Zealand Unit (NZU)
* |International linkage

« Some free allocation

« 2008 decisions



3. The transaction: What trades

 One metric tonne
« CO.e

Either:

— Allowance (a right to emit)
or

— Offset (a savings)



4. Market Overview: 2006

Voluntary
24 Mt or more.....
US$91 M

EU Scheme
1,100 Mt

US$24 B Other mandatory

Schemes developing
RGGI US — 2009
California ETS — 2012

Kyoto
CDM & JI
491 Mt
US$5.3 B

Australia — federal
New Zealand

Japan? Canada?
US — federal? ...

Source: The World Bank, Ecosystem Marketplace / New Forests
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5. The market: How It trades

e ‘Over the Counter’

* On exchanges



6. Exchange trading: The way forward
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7. TZ1 Market

« Emissions exchange

« Compliance credits

— Kyoto credits
— NZUs

* Voluntary credits



8. Some challenges

« Credibility
 Policy / Legislation

 Innovation opportunities



9. Opportunities

« Brand
« Early mover & innovation
* Tools

 Carbon Cluster



10. Summary
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