Effect of price controls on inves

Incentives
)
Y4 Al
illiam Blyth Ming Yang

Energy & Environment Economist
IEA



Analysing the decision to invest un

the ‘real option’ method
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Conclusions

® CO, price uncertainty matters for some tech
In some types of market

® CO, price caps decrease the expected average
Income for low-C technologies

® Price caps and floors can reduce effects of
uncertainty, if:

= Caps and floors themselves are certain

= They are ‘tight’ —i.e. expected to be exercised for a significant
amount of time

the period of ‘stable’ prices from 5to 10
strﬂnlgdest effect in reducing the
sho
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