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“The projections include a contribution due to
Increased ice flow from Greenland and Antarctica at
the rates observed for 1993-2003...the upper
ranges of sea level rise...would increase by 0.1 m to
0.2 m. Larger values cannot be excluded, but

understanding of these effects is too limited to
assess their likelihood or provide a best estimate or
an upper bound for sea level rise.”

Source: IPCE 200
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he fat-tail of climate: risk...

Temperature predictions: [l 10th percentile M 50th percentile M 90th percentile
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Delaying action means that future reductions of
greenhouse gas emissions have to be much steeper

Shown here: Global emissions scenarios that limit further warming to 2° Fahrenheit
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Challenge:

\We are purchasing a reall option te avoid
catastrophe, the price of WhIChIIS the: cest of
develeping new: technoelogies Seoner.

©PPOUIRIN:
i; Variance in damages) > Vamnance In Cost
IEn: option torhedge may: be cheap

AnRd: eplien gets cheaper withi rising
damage vaiiance & falling cest vamnance
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A PB/CR Scenario

2012 2017 2022 2027 2032

US, Japan, At 2007 90% of 70% of
Canada, 2007 2007
Australia,

EU 70% of 1990 by 2020

Eastern Europe, 90% of 1990 by 2020
Former Soviet
Union

Tropical 70% of 2007 by 2020
Deforestation

2050

20% of 2007

40% of 1990
by 2050

70% of 1990
by 2050

20% of 2007
by 2050
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The Static View.

fhe marginalicost ofi o2 akatement fnses
steadily’— theughrmanginal benefits are: fiat

\We can estinate: a co2 price Where the lines
Meet.

A price: signal = tax or saiety valve - set ab this
poInt willf provide: sufficient investment in
technoelegy and efiisets.

The varnance around both lInes; cannot he
accurately refiected.
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e Bynamic View

A hard capron emissions willfresult in strategic,
[ather than tactical;, Changes In energy: strategy.

Capialiinvestment flews, ter IowW-caraen technoelogy.
wWillfdrve: Inneyvation mere rapidly than: canon
medels are anle e predict.

The vanance areund marginal benefits — the fat tail
ISk — makes incremental anatement valuable.

Slow/Incrementall chiange — 1 %72 161 2%, p.a. ever 40
yearns IntUSs Cap - are highly: likely to succeed.
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[ECONOMIC IMPACH:

Mzicro efiecis slggezlr pflzlplele|erzlo)]e

fer 445 10) 535 ppm, 2030: maximum
global GIDP reduction -5%; (F0.12% GIDP

glewin)

for 16 7bmt (approx. 520ppm) 2030: U.S.

GDP rec

Ifhe “deub
& capiia

uction -4.5%

e dividend™ off cutling taxes oni labor
, and falling el prices;, keeps MITFs

GDP rec

Uction manageanie.




ENVIRONMENTAL DEFENSE

IR 2007, the ULS, Willf Have:

6.4 PRI IO EMISSIONS:

o 21% residential, 33%: transpertation, and
46% commercial & mnmaustrial (40%: eleciric pewer)

o 2006 natvral gas; 37%) coal, and 43%; petroleum

AR 48 S PRGNS B NBRN=ERENGY SOUICES:
52% flieminen-ag methane, 21% irom
agriculture

Source: EIA 200ve
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e ULS, Policy Debate

IIhe systemithat Pest Incents developing
World participatien Seuic win

IIhe systemthat Pest manages initial
alatement cost Volatility meN win

Y6 of emissions covered and pPoInt o
[egulation: are: ether BIg ISSUES




ENVIRONMENTAL DEFENSE

e Satety Valve

o A safiety Valve Becemes a carnen tax at the
trigger price, Withi ne emissions cap

o AlsE, cCo2 prices With' a saiety: valve will trade
at artificially lew levels due te limited upside

o Tihe Bingaman:-Specter $12/mt salety: valve
With: 5% real appreciation| takes; 19 years to
ieach $30/mt — while current ETS prices fior
20082012 are already: above $30
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$30/ton| & 6.1 bR mMt-co2* per annum:

Vign2agezenvitniGraduaiNEeRE= e Caps

1.4%, GDP
7. 1% Gevermment Expenaitures

15.2% Adjusted Corpoerate Profits

19.49% Federal Govemment Expendittres

20.5% Euel, Power, & lransport Expense

o 33.3% of Euel and Power EXpenses
*ElIA ULS| co2 frem energy, pre-offsets, 2007e
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Capitalization of the: caen market
ARrEiiicERNmarkEmVIiiNa Ve RYESHTIERL

@ $30/mit:

2007 I EA g_f Zlﬁ)vav;nces

UuS $210 bn

Western Europe $150 bn
Deforestation $240 bn

Global $1.380 bn
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ERVironmeERtaINVakeis

VIISsIenE Tiorcennect pelicymakers with the financial markets
expertise needediterbula confidence in a cap en emissions andia
glohallcarnhen market.

ey Projects:

s Viarket Structure: eperational chiaracliernstics, off an efficient carton
allewance market

s Uncertainty: option strategies; fior hedging climate: sensitivity, Under
various;cap and trade: prepesals

s Offsets: develeping glokalltrading prelecels fer methane,
deforestation; and Gtier NeN-ce2 (onnage

NEWVeIHE SECURES fimms, alternative Investment firms, academics,
canaen market moedelers; “anopve: the firay leaders




