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What determines the EU ETS surplus? 

Early auctioning (120 m) 

Early phase III NER (300 m) 

Retained phase II NER (350 m) 
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Cap exceeds emissions 

 

Uncertainty  
about future 
emissions will 
remain  

International 
offsets add to 
surplus 

Timing of auctions 
increases surplus  
in 2012/13 

High Renewables 

Reference 

Current Policy Initiative 

CDM/ JI credits linked to EU  

(1.7 bn) 
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Where do the unused allowances go? 
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Speculative investment 

Banks buy allowances to sell forward/ future/ 

option contracts  No impact on demand 

I Industry sector banks free allowances 
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Power sector uses allowances to 

hedge future power sale 

(flexibility on volume) 
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How will prices adjust to attract different 

types of buyers? 
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What are implications for timing and scale 

of policy proposals? 
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Reserve Price  

(e.g. 15 Euro/t) 
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Conclusion 
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