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EUA outlook: What challenges?




PRICES (1/1)

EUA prices: A rocky road
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Brexit makes all price expectations lower...though

forecasts assume BAU Forecasts and out-turn: lots of volatility
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NATURAL GAS (1/6)

The supply side has two waves of LNG in the coming five years

Wave 1: Australia— 2014 to 2018
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Wave 2: US - 2016 to 2020
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NATURAL GAS (2/6)

How does the market balance?

Demand
Mtpa
Source: Energy Aspects III Energy
ASDEcts
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NATURAL GAS (3/6)

How does the market balance?

Demand

Mtpa 1 - Qatari spot pushed out of Asia

Supply
Mtpa

Source: Energy Aspects III Energy
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NATURAL GAS (4/6)

How does the market balance?

Demand

Mtpa 1 - Qatari spot pushed out of Asia
2 - NA pushed out of Asia
Mtpa
Source: Energy Aspects III Energy
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NATURAL GAS (5/6)

How does the market balance?

Demand
1 - Qatari spot pushed out of Asia
2 - NA pushed out of Asia
a
Source: EngyAspem 3 - NA pushed out of Europe IEnergy
Aspects
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NATURAKL GAS (6/6)

Europe - the residual LNG taker

EU: gas imports versus terminal capacity
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Plenty of capacity, with around 160 bcm/y of unused regas—
maybe 120 bcm s realistic factoring in maintenance

Source: Bloomberg, Energy Aspects

EU: fuel switching capacity
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Plenty of latent power sector demand to stimulate...about 90

bcm in total. Actual realisable around 50-70 bcm
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FUEL SWITCH (1/1)

Any evidence coal to gas is happening now?

Gas prices- NBP is already fully in the money
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Impact of carbon “price floor” tax

Source: Fearnelys, Energy Aspects

Gas prices- TTF supported at first switching level
€/MWh
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While this episode might not last into Q4, it is a warning of
what is to come.
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CARBON BALANCES (1/1)

Watch the inventory...

EUA Inventory per year EUA Inventory — Desired Carbon Inventory
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Aggregate length starts to fall.... Market starts to dip against desired carbon inventory...
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QUESTIONS (1/1)

So what questions does this raise?

* Do even lower EUA prices matter?

* Does it matter if emissions reductions are
delivered from somewhere else?

» Will the market be better if there is rapid
upwards price volatility ?

* The goal of the carbon
market is a zero price
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DISCLAIMER

This publication has been prepared by Energy Aspects Ltd (‘Energy Aspects’). It is provided to our clients for information purposes only, and Energy Aspects makes no express or implied
warranties as to the merchantability or fitness for a particular purpose or use with respect to any data included in this publication

Prices shown are indicative and Energy Aspects is not offering to buy or sell or soliciting offers to buy or sell any financial instrument

Without limiting any of the foregoing and to the extent permitted by law, in no event shall Energy Aspects, nor any of their respective officers, directors, or employees have any liability
for (a) any special, punitive, indirect, or consequential damages; or (b) any lost profits, lost revenue, loss of anticipated savings or loss of opportunity or other financial loss, even if
notified of the possibility of such damages, arising from any use of this publication or its contents

Other than disclosures relating to Energy Aspects, the information contained in this publication has been obtained from sources that Energy Aspects believes to be reliable, but Energy
Aspects does not represent or warrant that it is accurate or complete. Energy Aspects is not responsible for, and makes no warranties whatsoever as to, the content of any third-party
web site accessed via a hyperlink in this publication and such information is not incorporated by reference

The views in this publication are those of the author(s) and are subject to change, and Energy Aspects has no obligation to update its opinions or the information in this publication. The
analyst recommendations in this publication reflect solely and exclusively those of the author(s), and such opinions were prepared independently of any other interests, including those
of Energy Aspects and/or its affiliates. This publication does not constitute personal investment advice or take into account the individual financial circumstances or objectives of the
clients who receive it. The securities discussed herein may not be suitable for all investors. Energy Aspects recommends that investors independently evaluate each issuer, security or
instrument discussed herein and consult any independent advisors they believe necessary. The value of and income from any investment may fluctuate from day to day as a result of
changes in relevant economic markets (including changes in market liquidity). The information herein is not intended to predict actual results, which may differ substantially from those
reflected. Past performance is not necessarily indicative of future results

This communication is directed at, and therefore should only be relied upon by, persons who have professional experience in matters relating to investments

© Copyright Energy Aspects Ltd (2016). All rights reserved.
No part of this publication may be reproduced in any manner without the prior written permission of Energy Aspects
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