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Overview: The EU ETS reform — mission accomplished?

The EU ETS @ 12: Slogan or cornerstone of the EU’s Climate Policy

State of Play: Reform of the EU ETS and phase 4 rules

Let the EU ETS work: Impact of overlapping and conflicting policies
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The EU ETS @ 12: Slogan or cornerstone of the EU’s Climate Policy
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Commerzbank supports and advises on carbon risk management,
procurement and strategic purchases and on phase 4 strategy

»  We would recommend reviewing the following areas or any other needs of our clients

General carbon strategy

General insight into status and developments of international
climate negotiations, local/regional developments, compliance
obligations and positions under existing ETS, phase 4 strategy

Administration and compliance

Installations covered by an ETS need to surrender allowances
and offsets in line with their actual (verified) emissions. In case
of a surplus, companies can bank or sell the allowances. In
case of a deficit, companies need to purchase allowances to be
able to surrender sufficient allowances. A detailed preparation
and implementation is therefore required to avoid unnecessary
costs and reduce the cost of compliance.

Infrastructure and operations

Based on available information on expected emissions, we will
support you in your analysis of calculating the expected
exposure and explain the possibilities to cover this exposure.
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Trading strategy

Companies need to decide how active the trading strategy
and procurement of carbon offsets should be:

)

Passive strategy where deficit will be covered shortly
before the surrender deadline.

Tactical and active carbon trading strategy taking into
account market conditions and opportunities.

Hedging programme (for example monthly or quarterly
“build up”) tailored to specifics of the airline and similar
to fuel hedging strategies.

Integrated commaodity risk management approach (i.e.
joint fuel/carbon-hedge programme).

Knowledge of the eligibility criteria of carbon offsets,
the structure and liquidity in the primary and
secondary offset market are crucial to minimise costs
of compliance.
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Commerzbank’s Commodity Solutions team support companies in their
carbon procurement and strategy
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http://www.ft.com/cms/s/0/14e79710-c3eb-11d8-9d21- 00000e2511c8.html?ft_site=falcon&desktop=true&siteedition=uk
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http://greenaviation.org/news

Commerzbank has been active in the carbon
market since its inception and has remained
an active contributor to the development of
the market over the last 15 years"

We were advisor (“Sachverstandiger”) to the
German Bundestag on phase two of the EU
ETS and worked with the Italian Ministry of the
Environment, Land and Sea on the Kyoto
compliance strategies.

We developed CDM and JI projects and
established off take-contracts for compliance
buyers and IFls. Furthermore, we advised a
development bank on the purchase of a large
portfolio of “high grade” CERs generated from
CDM projects and executed the transaction.

We have an active dialogue with
multinationals and SMEs, industrial
companies, utilities and trading houses
supporting and advising them in carbon
trading, risk management and procurement
strategies.

Commodity Solutions Group | October 2017




COMMERZBANK ¢




COMMERZBANK

Marketing Disclaimer

This document has been created and published by the Corporates & Markets division of Commerzbank AG, Frankfurt/Main or the group companies
mentioned in the document ("Commerzbank"). Commerzbank Corporates & Markets is the investment banking division of Commerzbank, integrating
research, debt, equities, interest rates and foreign exchange.

This is a financial promotion/marketing communication (together “communication”). It is not “investment research” or “financial analysis” as these terms are
defined in applicable regulations and has not been prepared by a research analyst. The views in this communication may differ from the published views of
Commerzbank Corporates & Markets Research Department and the communication has been prepared separately of such department.

This communication may contain short term trading ideas. Any returns or future expectations referred to are not intended to forecast or predict future
events. Any prices provided herein (other than those that are identified as being historical) are indicative only, and do not represent firm quotes as to either
size or price.

This communication is for information purposes only. The information contained herein does not constitute the provision of investment advice. It is not
intended to be nor should it be construed as an offer or solicitation to acquire, or dispose of, any of the financial instruments and/or securities mentioned in
this communication and will not form the basis or a part of any contract. Potential counterparties/ distributors should review independently and/or obtain
independent professional advice and draw their own conclusions regarding the suitability/appropriateness of any transaction including the economic benefit
and risks and the legal, regulatory, credit, tax and accounting aspects in relation to their particular circumstances. Levels, bases and relief from taxation
may change from time to time.

Any information in this communication is based on data obtained from sources believed by Commerzbank to be reliable, but no representations,
guarantees or warranties are made by Commerzbank with regard to the accuracy, completeness or suitability of the data.

The past performance of financial instruments is not indicative of future results. No assurance can be given that any financial instrument or issuer
described herein would yield favourable investment results.

This communication is intended solely for distribution to Professional Clients and/or Eligible Counterparties of Commerzbank. It is not intended to be
distributed to Retail Clients or potential Retail Clients. Neither Commerzbank nor any of its respective directors, officers or employees accepts any
responsibility or liability whatsoever for any expense, loss or damages arising out of or in any way connected with the use of all or any part of this
communication.
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Marketing Disclaimer

Commerzbank and/or its principals or employees may have a long or short position or may transact in financial instrument(s) and/or securities referred to
herein or may trade in such financial instruments with other customers on a principal basis. The information may have been discussed between various
Commerzbank personnel and such personnel may have already acted on the basis of this information (including trading for Commerzbank’s own account
or communication of the information to other customers of Commerzbank). Commerzbank may act as a market maker in the financial instruments or
companies discussed herein and may also perform or seek to perform investment banking services for those companies.

No part of this communication may be reproduced, distributed or transmitted in any manner without prior written permission of Commerzbank. This
communication or the manner of its distribution may be restricted by law or regulation in certain countries. Persons into whose possession this document
may come are required to inform themselves about, and to observe any such restriction.

By accepting this communication, a recipient hereof agrees to be bound by the foregoing limitations.

This communication is issued by Commerzbank AG and approved in the UK by Commerzbank AG London Branch, authorised by the German Federal
Financial Supervisory Authority and the European Central Bank. Commerzbank AG London Branch is authorised

and subject to limited regulation by the Financial Conduct Authority and Prudential Regulation Authority. Details about the extent of our regulation by the
Financial Conduct authority and Prudential Regulatory Authority are available on request.

Copyright © Commerzbank 2016. All rights reserved.
Commerzbank Corporates & Markets

Frankfurt London
Commerzbank AG Commerzbank AG
London Branch
DLZ Gebaude 2, Handlerhaus 30 Gresham Street, London
Mainzer LandstraRe 153 EC2V 7PG
60327 Frankfurt am Main Tel.: +44 20 7623 8000

Tel.: +49 69 136 44440
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The EU ETS @ 12: Slogan or cornerstone of the EU’s Climate Policy

Phase 2/3 EUAs (next Dec Future)
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Carbon politics, developments in the Eurozone and global growth will
continue to drive prices in the EU Emissions Trading Scheme

Price in EUR per tonne
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