EUD‘D

A\ LLIACES

THE EUROPEAN UNION EMISSIONS TRADING SCHEME:
OVERVIEW OF THE SCHEME AND IMPACT

ON THE FERRO-ALLOYS INDUSTRY

by lva GANEV
Director for European Energy, Climate and Raw Materials Policy

11t International Scientific Conference on Energy and Climate Change

3 Green Energy Investments Forum
Athens, 10t October 2018



EUROALLIAGES

OUR ASSOCIATION

* Association of European ferro-alloys and silicon producers
» Ferro-alloys: essential raw materials for steel-making

> Silicon: end users are aluminium, chemicals, electronics and solar

* Membership: 23 companies, operating nearly 50 plants in 14 countries, with 8,000
employees and a cumulative annual turnover around €2 bn

* EUROALLIAGES represents about 95% of ferro-alloys and silicon production in
Europe (EU + EEA)

OUR VISION

* A small sector in absolute terms, but strategic for European economy

* Importance of the energy-intensive nature of production processes Fuxe
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EUROPEAN UNION EMISSIONS TRADING SCHEME (EU ETS):
THE PRINCIPLES

What is the EU ETS?
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http://calwatchdog.com/2016/08/12/cap-trade-carbon-tax-showdown-looms/
http://www.mddelcc.gouv.qc.ca/changementsclimatiques/marche-carbone_en.asp

EUROPEAN UNION EMISSIONS TRADING SCHEME (EU ETS):
A DUAL IMPACT

* Direct impact
o Carbon leakage

o Investment leakage

* Indirect impact:
CO, cost passed in
electricity prices
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http://www.frederiqueries.be/articles/parlement-europeen-le-marche-du-carbone-europeen-doit-passer-a-lheure-de-paris/bruxelles

Emissions, allowances, surplus and prices in the EU ETS, 2005-2016
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Third trading period

3 phases so far,
from learning-by-doing
to auctioning as the principle

Greener Europe
Emissions in the European Union have dropped by 23 percent since 1990
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Source: European Environment Agency

Decoupling of emissions and growth
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Share of total EU ETS emissions
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Source: European Environment Agency, EU ETS data viewer

Share of emissions by source
Ferro-Silicon

Bl Direct emissions

Source: EUROALLIAGES

B Indirect emissions
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v’ 2016: €2.5 min

Share of free allocation (2013-2016)
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m Verified emissions ™ Free allocation

Source: EUTL, EUROALLIAGES

o Carbon price is a central factor

Share of free allocation (2021-2030)
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IMPACT ON THE FERRO-ALLOYS INDUSTRY:
INDIRECT COST

Indirect cost = CO, cost passed into electricity price

o No harmonization of indirect emissions compensation ) The Price?
expected after State Aid Guidelines review in 2019 r 2

o Carbon price is a major factor —=

GOOD QUESTION!

Carbon's Catharsis
Emission permit prices rebounding in Europe

EU carbon prices are forecast to triple by 2020
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http://pakjobsinfo.com/mcqs/mathpercentage.html
https://www.paint-booths.com/blog/paint-booth-pricing-just-tell-me/
https://www.bloomberg.com/news/articles/2018-09-10/carbon-traders-bet-on-rally-going-much-further-options-show

and | carbon pricing initiatives implemented,
and under ideration (ETS and carbon tax)

y map of r
heduled for impl

REPUBL'
WIDF KORI

EA

COLOMBIA.

BRAZIL

RIO DE JANEIRO
540 PaULD

r _4

REPUBLIC
‘OF KOREA

SINGAPCRE

o= ] ® xmpiem

or TS uncer

G
@ =TS or carbon tax under consideration consideration

World map of Emission Trading Schemes
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CONCLUSIONS

<+ The EU ETS puts an important cost pressure on European industry
+* Itis all the more true for the post-2020 period: “life or death” issue
% Objective “net zero carbon emissions” in the EU by 2050
+» Political will to address climate change at international level...

% ... But we are far from a global carbon market
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THANK YOU FOR YOUR ATTENTION!

Iva GANEV
Director — Energy, Climate and Raw Materials Policy
EUROALLIAGES
ganev@euroalliages.be
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