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The magazine is organized into four 
sections focused on i) international nego-
tiations and national policies, ii) European 
and international energy policy, iii) flexible 
mechanisms and developing countries, 
and iv) evaluation of the carbon price in the 
European and global markets. The infor-
mation and data presented in each section 
are not only an update of recent events, but 
also an extrapolation of the quantitative 
implications of these events, based on a 
detailed analysis of academic papers and 
published reports. Every two months the 
most important proposed or applied poli-
cies and actions are briefly introduced and 
analyzed. Each article includes boxes, figu-
res, and graphs in order to provide in-depth 
examination and data exemplifications. All 
papers and reports used in the analyses 
are cited at the end of the relevant article.
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During the May 2017 pre-
COP meeting the UNFCCC 
concluded its second round 

of multilateral assessments under 
the International Assessment and 
Review (IAR) process, conducted 
under the Subsidiary Body for 
Implementation (SBI) [2]. Since 
2010 developed countries have, 
indeed, to submit biennial 
reports on their climate policy 
improvements to the UNFCCC 
and undergo a multilateral 
assessment (by other Parties) 
as part of the IAR process. 
Developing countries, on the 
other side, undergo a different 
and simplified procedure - the so-
called facilitative sharing of views 
- in light of their financial needs to 
bear the control and monitoring of 
current emissions on a national 
scale.

The multilateral assessment 
process and the expected revision 
of its modalities, procedures 
and guidelines by 2018 (as of 
Art.13 of the Agreement and 
following decisions) [3] have 
recently become core topics for 

negotiators towards COP23’s 
agenda, also because of the 
crowded timing [4] countries have 
to face by 2023 - to put a new 
review system in operation while, 
at the same time, continuing to 
update reports and NDCs, and 
to start mitigation actions. Given 
the huge amount of investments 
required by climate policies in 
terms of mitigation, adaptation 
and capacity transfer actions, 
early set transparency rules 
among different States’ reports 
and investment data will play an 
even more crucial part under the 
2015 Paris Agreement, which 
requires all Parties to comply with 
a collective procedural framework 
aimed to guarantee transparency 
and fulfilment of the Nationally 
Determined Contributions (NDCs), 
individually set by countries. 

The co-chairs of the Ad hoc working 
group on the Paris Agreement 
(APA) initially called for Parties to 
submit views on the modalities, 
procedures, and guidelines 
of an enhanced transparency 
framework by 15 February 2017. 

Through their views, developed 
and developing countries showed 
divergent opinions on the level 
of transparency to be adopted 
in terms of timing, detail, and 
broadness of communications [5]. 
The European Union and China, 
the Agreement’s key actors after 
the retreat of the United States, 
provided diverging positions. 
With some degree of understood 
skepticism on capacity transfer 
mechanisms’ short-term efficacy, 
developing countries - represented 
by China - stressed the need for 
foreign support to partially cover 
the costs of otherwise unbearable 
non differentiated reporting 
actions; the EU, on the other 
hand, proved fully committed 
to the immediate improvement 
of a standardized transparency 
framework for both developed and 
developing countries, to be linked 
to international capacity building 
transfers. According to the Review 
Practice Guidance (RPG) 2017, 
however, international experts 
encountered several difficulties 
even in comparing the EU’s 
national communications and 
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PARIS AGREEMENT: TRANSPARENCY RULES AS 
AN INCREASINGLY POLITICAL MATTER
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their proposed results among 
themselves, albeit generally 
referring to a common - standard 
- EU NDC [6].

Informal coalitions among 
UNFCCC parties grouped around 
three sometimes overlapping 
views on the issue: some 
supporting the adoption of 
common elements for modalities, 
procedures, and guidelines, or 
MPGs (universal standardized 
reporting); some in favor of partially 
common MPGs; others asking for 
differentiated MPGs. As said the 
first position is supported by the 
European Union, and Australia. 
The second view is backed by 
Brazil, Argentina, Uruguay and 
AILAC (Latin American) countries. 
China, India, and the like-minded 
developing countries (LMDC) 
support differentiated MPGs 
along with Indonesia and many 
African states. Some of the latter 
also tried to link flexibility in 
transparency to the principles 
of national sovereignty and non-
intrusion [7]. 

Also, Canada and Switzerland 
back up the introduction of some 
reasonable degree of flexibility. 
Canada supported a previous US 
position, advocating a “decision 
tree” approach which was 
intended to determine on a timely 
basis whether a country will 
have gained sufficient reporting 
capacity on a certain topic or not, 
thus deciding whether flexibility 
is to be conceded with respect to 
the specific topic (until the next 
negotiations round, or review) 
or not. Switzerland, on the 
other hand, proposed flexibility 
thresholds, i.e. a developing 
country could choose not to give 
details about a certain issue in the 
case aggregate data do not exceed 
previously determined thresholds, 
until further capacity is developed 
[6].

China, on its side, proposed a 
“minimum standard” approach. 
According to this view, existing 
arrangements could form 
a minimum transparency 
requirement for all developing 
countries (although for many 

actors today some of them are 
still considered very challenging 
to apply for); they will therefore 
report “at or above” the minimum 
level, determining what additional 
information will be eventually 
reported, based on their effective 
capacity. Along with LMDC, China 
asked for qualified/qualitative 
progress reports of NDCs for 
developing countries, compared 
to quantified/quantitative reports 
to be asked for from the developed 
ones - also in terms of financial 
support provided [6].  

The Paris Agreement framework, 
more than every previous 
multilateral environmental 
agreement, asks Parties to 
act, and to report to each 
other periodically on their 
actual commitment. Even as a 
globally supported international 
regime, the Agreement will 
nevertheless be likely to suffer 
free-rider externalities (with 
respect to compliance) unless 
a solid, enhanced transparency 
framework will be effectively set 
among its Parties. Compliance, as 
in every voluntary regime, will thus 
depend on credible information 
about actions taken by other 
signatories, and on the perception 
of fairness regarding the 
distribution of burdens among the 
Paris community. Recent studies 
[4] suggest the intervention of 
groups outside the UNFCCC, and 
intergovernmental organizations, 
to overcome early-stage 
information scarcity which seems 
likely to influence the future of 
the regime during its crucial early 
years. Clashes on transparency 
between the European Union and 
skeptical developing countries 
(especially the group’s major 
polluters, as China) are likely to 
emerge during COP23, as the EU 
proves committed to an ambitious 
transparency agreement to be 
reached through the promise 
of vigorous capacity building 
transfers - not least, the EU 
ranked as the major contributor 
to the Capacity Building Initiative 
for Transparency, a trust fund 
supported by the GEF (Global 
Environment Facility) to fund 
projects on transparency among 
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developing countries, in 2016 [8].
Divergent opinions on the issue 
are not to be seen as technical 
discussions anymore, as the 
Agreement community will be 
shortly required to enter a new 
operative - thus, truly political 
- phase: collectively reviewed 
climate action. 
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In August, a Russian-owned 
tanker crossed the Northern 
Sea Route, traveling from 

Europe to Asia, for the first 
time without an icebreaker. This 
record-speed trip through the 
northern passage highlights how 
climate change is opening up the 
Arctic and calls attention to the 
policies safeguarding the region. 
 
There has been an overall decline 
in sea ice extent and thickness 
over the past 38 years (since 
record keeping began, see 
figures). Specifically, according 
to the US National Snow and Ice 
Data Centre, the annual maximum 
extent of Arctic sea ice has hit a 
record low for the third year in a 
row in 2017 [2], and the seasonal 
minimum extent of 4.64 million 
square kilometers, the eighth 
lowest on record, appears to 
have been reached on September 
13 [3]. Climate change and the 
phenomenon of temperatures 
in the Arctic increasing about 
three times faster than the global 
average - arctic amplification - 
are among the primary reasons 

for the loss of sea ice in the 
region. Energy from the sun 
that would have been reflected 
by larger extents of sea ice is 
instead absorbed by the ocean, 
thereby leading to increasing 
temperatures. Benefits to shipping 
are realized as sea ice levels 
decrease and the Artic continues 
to warm; the shipping industry 
sees the commercial opportunity 
of faster shipping times in utilizing 
the northern route opened up 
by decreasing sea ice levels. 
 
The first to take the Northern 
Sea Route without the aid of 
specialized ice breaking vessels 
was a 300-metre-long and 
$300m Sovcomflot ship, the 
Christophe de Margerie. It carried 
a cargo of liquefied natural gas 
from Hammerfest in Norway to 
Boryeong in South Korea in 19 
days, about 30% quicker than the 
conventional southern shipping 
route through the Suez Canal [4]. 
It passed along the North Sea 
section of the route in the Russian 
Arctic in a record six-and-a-half 
days, while traveling at an average 

speed of 14 knots. Christophe de 
Margerie is currently the only ice-
breaking LNG carrier, featuring 
a lightweight steel reinforced 
hull, as well as the largest 
commercial ship to receive Arc7 
certification, which means it is 
capable of travelling through 
ice up to 2.1m thick. The ship 
is specifically constructed to 
sail through ice all year round, 
and is only the first in a planned 
fleet of 15 [5]. “Previously there 
was only a window of navigation 
from our summer to autumn, 
but this ship will be able to sail 
westwards from Sabetta which 
is the Yamal energy port, all year 
round and eastwards from July 
to December,” said Sovcomflot 
spokesman Bill Spears. “Before 
the northern sea route was only 
open for four months and you 
had to have ice-breakers - so it’s 
a significant development,” [5]. 
 
Russian President Vladimir 
Putin has congratulated the 
crew and energy company 
officials involved in the project, 
saying, “This is a big event in the 
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opening up of the Arctic,” [5]. 
 
Others are less celebratory of 
the northern passage crossing. 
“We’re concerned that this is a 
commercial opportunity that has 
only opened up because of global 
warming, and we’re especially 
concerned that having taken 
advantage of the thinning of the 
ice, shipping operations are now 
expanding in that part of the 
world,” said John Maggs from 
Seas at Risk. “The environmental 
risks are enormous,” [5]. 
 
Besides their concerns about 
ice sheets melting, permafrost 
thawing, and species being forced 
to adapt to a changing ecosystem, 
environmentalists worry about 
the effects of increased traffic in 
the Arctic: accidents, spillage, 
and the use of heavier, dirtier 
marine fuels that produce black 
carbon that could be damaging 
to snow and ice in the region. 
 
Arctic shipping is regulated 
under the International Marine 
Organization’s International 
Code for Ships Operating in 
Polar Waters (Polar Code), which 
entered into force January 1, 

2017 [6]. The Polar Code includes 
mandatory provisions covering 
safety measures (part I-A), 
pollution prevention measures 
(part II-A), and additional 
guidance regarding the provisions 
for both (parts I-B and II-B). It 
provides detailed regulations 
for ship design, construction 
and equipment; operational and 
training concerns; search and 
rescue; and the protection of the 
unique environment and eco-
systems of the Polar Regions. 
Ships operating in these areas 
will be required to obtain a Polar 
Ship Certificate, based on an 
assessment of the ship design 
and anticipated range of operating 
conditions and hazards that may be 
encountered, and to carry on board 
a Polar Water Operational Manual 
detailing the ship’s operational 
capabilities and limitations. 
As more boats and people are 
anticipated to travel in the Polar 
Regions in the coming years, the 
Code aims to ensure the safety of 
passengers and the sustainability 
of polar environments, yet risks 
are unavoidable. 
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THE ROAD AHEAD FOR ELECTRIC VEHICLES

Electric vehicles, i.e. full 
battery electric vehicles 
(BEV) and plug-in hybrid 

electric vehicles (PHEV) are 
increasingly gaining traction. In 
the beginning of July, carmaker 
Volvo declared that from 2019 on 
every new car model would have 
an electric engine [2]. In addition, 
both France and the United 
Kingdom announced that they 
will ban the sale of cars fuelled 
with petrol and diesel by 2040 
[3,4]. Moreover, the target of the 
Paris Agreement to keep global 
average temperature rise to well 
below 2°C or even 1.5°C requires 
the decarbonisation of the global 
energy system, including the 
transport sector. According to 
studies of the Climate Action 
Tracker, for compatibility with 
the below 2°C target, half of all 
passenger cars would need to 
be electrified by 2050; in case of 
the 1.5°C threshold, by contrast 
almost all. As the average lifetime 
of a car is around 15 years, the 
sale of cars with an internal 
combustion engine would have to 
be ceased by 2035 [5]. 

Currently, however, electric 
vehicles have a mere share of 
0.2 percent of the more than one 
billion passenger cars in the world. 
Nonetheless, they have reached 
new records in 2016 with a total 
amount of two million vehicles 
and a sale number of about 
750,000 (see Figure). The rise 
in sales numbers is particularly 
linked to the decline in prices 
for batteries and their improved 
performance. Additionally, the 
charging infrastructure has been 
expanded, although the availability 
of public as well as fast chargers 
remains limited. However, the 
growth rate of electric vehicles 
has decreased over the last few 
years and the market of electric 
cars is so far concentrated in a 
limited number of countries. Only 
ten countries accounted for 95 
percent of global electric car sales 
in 2016. Especially at the forefront 
are Norway and China. The former 
has by far the highest market 
share of electric vehicles with 
29 percent [6]. The country has 
introduced a variety of incentives 
since the 1990s ranging from tax 

and charge exemptions to free 
municipal parking, resulting in 
the highest number of electric 
vehicles per capita today [7]. 
China has now the largest market 
for electric cars; in 2016, it had an 
impressive share of 40 percent of 
global sales [6]. Strong subsidies 
have been provided especially for 
local car brands [8], but the share 
of electric vehicles in car sales 
remains low at 1.4 percent [6].

Opinions are divided over what 
concerns the future development 
of electric vehicles. While many 
of the big oil producers expect 
rising oil demand due to rising 
conventional car demand in 
developing countries and slow 
penetration of electric cars [9], 
there are very optimistic forecasts 
predicting a disruption of the 
transport sector in the next ten 
years based on autonomous 
electric vehicles used as a service 
[10]. The Electric Vehicle Outlook 
of Bloomberg New Energy Finance 
(BNEF) is expecting that 54 percent 
of new cars sales and one third of 
the total car fleet will be electric 
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it is planned for in time. However, 
required minerals such as cobalt 
stem largely from the Democratic 
Republic of the Congo, a high-
conflict country with incidences 
of child labour [10]. Beyond that, 
electric cars require fewer parts, 
less maintenance and less service 
than conventional ones. Thus, 
many industry jobs could be at 
risk [12]. Finally, the impacts on oil 
revenue dependent countries and 
the decrease of state revenues 
from conventional fuel taxes have 
to be taken into account. Therefore, 
a lot of work remains to be done 
for electric vehicles to represent a 
sound alternative to conventional 
cars and to contribute to climate 
change mitigation.

- 9 -

Development of the global number of electric vehicles from 2010 until 2016. BEV = Battery 
Electric Car; PHEV = Plug-in Hybrid Electric Car. [6]

in 2040. This would translate into 
a number of more than 60 million 
electric vehicles. Moreover, 
BNEF projects that electric cars 
will become competitive with 
conventional cars from 2025 on. 
Thereby, it is assumed that after 
the expiration of current policies, 
no new support measures for 
electric vehicles will be introduced 
by governments [11]. So far, a 
multitude of countries have set 
or are in the process of setting 
targets for the proliferation of 
electric vehicles. Again, Norway is 
in a pioneering position as it has 
announced that it will ban petrol 
and diesel car sales as early as 
in 2025. Moreover, several of the 
major carmakers have made 
announcements on how they 
intend to promote electric vehicles 
[6].

In order to achieve market 
penetration, electric vehicles 
still face a set of challenges that 
need to be tackled. For instance, 
electric cars are only as clean as 
their power sources. In addition, 
it has to be taken into account 
that the electrification of the 
transport sector will increase 
electricity demand, requiring a 
better demand management to 
balance out supply and demand. 
Moreover, the driving range 
and the charging infrastructure 
need to be improved. Another 
major issue is the availability 
of necessary resources and the 
circumstances under which they 
are mined [11]. Research shows 
that future demand can be met if 
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STRANDED ASSETS IN THE DOWNSTREAM 
SECTORS: POWER, INDUSTRY & BUILDINGS

The Working Paper “Stranded 
Assets and Renewables” 
[2] by the International 

Renewable Energy Agency 
(IRENA) furthers existing analyses 
of stranded upstream fossil fuel 
assets [3] and undertakes a 
new analysis of asset-stranding 
downstream in power generation, 
buildings and industry. These 
three large sectors alone are 
responsible for approximately 
three-quarters of today’s direct 
global energy-related carbon 
dioxide (CO2) emissions.  
 
Based on the IRENA REmap 
2050 analysis, aimed to assess 
technology options for and 
scenarios of accelerated 
renewable energy development, 
two cases are considered. The 
first case relates to accelerated 
renewables and energy efficiency 
deployment from today until 
2050, which will deliver emissions 
reductions that have a two-out-
of-three chance of maintaining 
a global temperature change 
below two degrees Celsius (2°C) 
above pre-industrial levels (the 

“REmap” case). The second case 
assumes a business-as-usual 
scenario that continues until 2030 
(the “Reference” case). However, 
after 2030 the deployment of 
renewables and energy efficiency 
accelerates to ensure that the 
global energy system remains 
within the same emission budget 
by 2050 (“Delayed Policy Action”).  
 
With delayed action, the chance 
of having stranded assets will 
increase. The main objective of 
the IRENA working paper [2] is 
to estimate the extent to which 
delayed policy action would 
impact stranded assets. Delayed 
Policy Action would result in 
significant asset stranding in 
comparison to the REmap case, 
where accelerated deployment 
begins now. The total value of 
stranded assets under Delayed 
Policy Action and across all 
sectors: upstream energy, 
power generation, industry and 
buildings, would double to USD 
20 trillion, compared to USD 10 
trillion in the REmap case (see 
Figure). 

The sector that experiences the 
largest amount of asset stranding 
on a global scale is buildings, with 
approximately USD 10.8 trillion 
stranded under Delayed Policy 
Action. Upstream energy is the 
second largest sector in terms of 
stranded assets, at approximately 
USD 7 trillion; USD 3 trillion 
more than in REmap. Power 
generation is the third largest 
sector in terms of stranded 
assets1, at USD 1.9 trillion, which 
is twice as much as the REmap 
amount of USD 0.9 trillion.  
 
In China and India, power 
generation would have the 
largest share of total stranded 
assets at between 25 percent 
and 45 percent of total value. 
This reflects the large exposure 
that these countries have to 
coal-fired power plants that 
are relatively new and not fully 
depreciated. Australia, Brazil, 
Canada, Indonesia, Mexico, the 
Russian Federation, Saudi Arabia, 
and South Africa would have the 
largest proportion of stranded 
upstream assets. Countries such 

Isabella Alloisio
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http://www.irena.org/DocumentDownloads/Publications/IRENA_REmap_Stranded_assets_and_renewables_2017.pdf
http://www.irena.org/DocumentDownloads/Publications/IRENA_REmap_Stranded_assets_and_renewables_2017.pdf


as Brazil and China would see 
significant stranding of industrial 
assets, being concentrated in 
heavy industry. 

Stranding assets to ensure timely 
decarbonization can be done with 
significantly lower costs if acted 
upon sooner rather than later. 
Under REmap, the average gas 
capacity that would be stranded 
between 2015 and 2050 would be 
approximately 20 gigawatts per 
year worldwide, while for coal an 
average 40 gigawatts per year 
would be stranded in the same 
period [2].  REmap energy demand 
by 2050 could be about the same 
as in 2015, due to significant 
energy efficiency improvements. 
However, the supply mix would 
change substantially, with the 
share of renewables in total 
primary energy supply reaching 
two thirds by 2050 [4]. To 
reach that, the growth rate for 
renewables must double. 

There are also important co-
benefits of acting early that are 
captured in IRENA’s global REmap 
analysis [4] i.e.: i. avoided costs 
of climate damage from warming 
above two degrees Celsius (2°C), 
which are estimated at USD 
1.5–3.3 trillion a year in 2050.; 
ii. avoided costs from improved 
human health as a result of 
reduced air pollution from road 

Stranded Assets by sector under the two IRENA scenarios [2] 
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transport and power generation, 
estimated at USD 2.3–6.5 trillion a 
year in 2050. 

To avoid stranded assets by 
accelerating the renewables 
deployment and energy efficiency 
improvement under REmap, 
sectors will require appropriately 
low-cost and long-duration 
financing to realize the required 
investments. For developing 
countries with smaller and less 
mature capital markets, however, 
the availability of low cost and 
long duration finance can be 
constrained. Policy makers can 
prevent the amount of assets that 
would be stranded by accelerating 
policy action today. In developed 
economies, policies to enable 
deep energy efficiency retrofits 
of residential and commercial 
property will be essential. They 
should consider increasing 
their levels of ambition to avoid 
stranded assets in the future, 
as well as the ensuing negative 
economic impacts. 

Endnote 
1. In power generation, stranded assets 
are defined as fossil fuel power plants 
that need to close before the end of 
their anticipated technical lifetimes, 
whereas plants that need to operate at 
lower load factors to accommodate a 
higher penetration of renewables are not 
included. 
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BRICS SUMMIT WITHOUT MAJOR EMPHASIS 
ON CLIMATE CHANGE

On September 4, 2017, the 
leaders of the five major 
emerging economies Brazil, 

Russia, India, China and South Af-
rica – abbreviated as BRICS – met 
for their ninth annual meeting in 
Xiamen, China. As a result, the five 
heads of state or heads of govern-
ment adopted the BRICS Leaders 
Xiamen Declaration [2]. However, 
despite the Chinese chairman-
ship at the summit and the spec-
ulations about a potential Chinese 
global climate leadership [3], the 
summit did not have a major em-
phasis on climate change.

The leaders of the five emerging 
economies meet regularly after 
the cooperation process was 
launched in 2006. Over time, the 
issues of consideration steadily 
increased to include also climate 
change. The recent summit in 
Xiamen was held under the theme 
of “BRICS: Stronger Partnership 
for a Brighter Future”. The 
cooperation priorities as defined 
by the Chinese chairmanship were 
mainly economic issues and the 
enhancement of the collaboration 
among the five countries [4].

This is reflected in the Xiamen 
Declaration. The outcome 
document focuses largely on 
economic, financial and industrial 
cooperation as well as the 
global economic governance and 
international peace and security. 
For example, the BRICS countries 
demand a more “inclusive and 
balanced economic globalization” 
and thus the “enhancement of 
the voice and representation of 
BRICS countries and [emerging 
markets and developing 
countries]” in global economic 
governance. However, several 
paragraphs also touch on energy 
and climate change. Respectively, 
the five states “call upon all 
countries to fully implement 
the Paris Agreement”. Thereby, 
they refer to the principles 
of equity and of common but 
differentiated responsibilities 
and respective capacities and 
thus urge developed countries 
to provide the required financial, 
technological and capacity-
building support to developing 
countries. Furthermore, the 
leaders of the five emerging 
economies state their intention 

to expand cooperation on climate 
change and expand green 
financing. Regarding the energy 
sector, the strategic importance of 
energy to economic development 
is emphasised. However, the 
document only mentions that 
renewable energy needs to be 
affordable, while the five countries 
pledge to work together “to 
promote the most effective use of 
fossil fuels and wider use of gas, 
hydro and nuclear power” for the 
transformation towards a low-
emissions economy. Beyond that, 
the five leaders agreed to deepen 
agricultural cooperation, which 
explicitly includes the adaptation 
of agriculture to climate change. 
Additionally, other paragraphs 
relate to disaster risk management 
– which becomes more and more 
important in light of the rising and 
more palpable impacts of climate 
change – and cooperation in other 
environmental fields, such as air 
pollution and biodiversity [2].

In comparison to the Xiamen 
Declaration, at the 2016 summit 
in Goa, India, the BRICS countries 
highlighted also the importance 

Michael Schneider
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according to IRENA [see Table; 8], 
comparing to 22.5 percent of world 
GDP in 2015 [9]. Nevertheless, 
Indian Prime Minister Narendra 
Modi said at the side-lines of the 
summit in Xiamen that renewable 
energies would be “particularly 
important” to the development 
of the five BRICS nations [6]. 
Moreover, climate change was 
a main issue of consideration at 
the meeting of the BRICS foreign 
ministers in June 2017 shortly 
after the announcement of US 
President Trump to withdraw from 
the Paris Agreement [10].

- 13 

of energy savings and energy 
efficiency for ensuring sustainable 
economic development. Moreover, 
they recognised the need to 
scale up low-carbon fuels and 
other clean energy solutions as 
well as the required investments 
in renewable energies and 
the prerequisite of access to 
respective technologies– but 
the role of nuclear power and 
natural gas for reducing GHG 
emissions was underscored, 
too. In addition, the approval of 
renewable energy projects by the 
New Development Bank (NDB) 
was noted “with appreciation” 
[5]. The BRICS states founded 
the NDB to counterbalance the 
multilateral development banks 
of developed countries. However, 
the NDB does not exclude finance 
for coal power projects despite 
having sustainability as a core 
principle [6]. The Ufa Declaration 
of the BRICS summit in Russia 
in 2015 also highlighted the need 
of expanding investments in 
renewable sources. Furthermore, 
the five countries expressed their 
readiness to address climate 
change in a global context and 
at the national level back then in 
anticipation of the climate summit 
in Paris [7].

Thus, it can be concluded that 
the Xiamen Declaration could 
have been more vocal on climate 
change issues when considering 
the increased attention to China 
and expected Chinese leadership 
on climate after the backtracking 
of the US under President Trump. 
The Xiamen Declaration remains 
particularly silent on renewable 
energies, also in comparison 
to the outcome documents of 
the last two BRICS summits. 
This is especially surprising as 
the BRICS states accounted for 
more than 40 percent of installed 
renewable energy capacity in 2016 

Renewable energy capacity numbers and shares for the BRICS countries; data retrieved from [8]
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FIJIAN COP23 TO GIVE THE MOST 
VULNERABLE A LOUDER VOICE

In November the annual UNF-
CCC climate conference takes 
place in Bonn but it is presided 

for the first time by a small island 
developing state: Fiji. The country 
is among the most exposed and 
vulnerable to the impacts of cli-
mate change and the mission of 
this year’s COP Presidency is to 
bring the requests of Pacific Is-
land Countries (PICs) and other 
developing states to the top of the 
international agenda. 

Fijian Prime Minister and 
incoming COP23 President 
Frank Bainimarama made 
it clear in his speech to the 
UN general assembly in New 
York in September, expressing 
“solidarity and sympathy” to the 
people recently hit by devastating 
hurricanes in the Caribbean and 
in the United States. “Last year, 
we lost 44 of our own people and 
a third of our GDP when Fiji was 
struck by the biggest cyclone ever 
to make landfall in the southern 
hemisphere”, Bainimarama said. 
“So as incoming COP President, I 
am deeply conscious of the need 

Aurora D’Aprile
to lead a global response to the 
underlying causes of these events. 
And the appalling suffering in the 
Caribbean and the US reminds us 
all that there is no time to waste” 
[2].

PICs’ contribution to climate 
change, in terms of emissions of 
greenhouse gases, is negligible, 
but they present the highest 
vulnerability to several natural 
hazards climate change is 
exacerbating, such as tropical 
cyclones, droughts, storm 
surges and flooding. Sea level 
rise represents an existential 
threat to low-lying atoll island 
nations like Kiribati, Tuvalu and 
Republic of the Marshall Islands. 
According to a recent report by 
the World Bank, climate change 
represents the major risk for the 
future of the PICs, as its impacts 
affect agriculture, fisheries, 
coastal zones, water resources, 
health, and ecosystems and thus 
threaten entire communities 
and economies. The economic 
costs of natural disasters are 
already high for most Pacific 

countries (on average between 
0.5 to 6.6 per cent of annual 
GDP) and climate change will 
increase vulnerabilities. The study 
estimates that the cost for coastal 
adaptation to deal with sea level 
rise and adaptation to increases 
in rainfall and temperature alone 
ranges between US$400 million 
and US$1.2 billion annually [3].

By raising the attention on 
the disproportionate effects 
climate change has on the most 
vulnerable countries (who mostly 
are the smallest emitters of GHG), 
the “Pacific COP” will bring to the 
center of the stage the two most 
cumbersome topics discussed 
during climate talks in the past 
few years: the 1.5°C temperature 
goal and the “Loss and Damage” 
(L&D) framework. The first is the 
aspirational goal agreed in Paris 
in 2015, to “pursuing efforts” for 
a more ambitious target than 
limiting the global temperature 
increase to “well below 2°C” and 
having a better chance of avoiding 
global warming’s worst effects. 
Interpreted as a symbolic victory 
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actively committing to reduce 
their emissions within the Under2 
Coalition. Currently 187 cities, 
states and countries representing 
1.2 billion people and 39 percent 
of the global economy have joined 
the coalition [5].  Together with 
Michael Bloomberg, Brown is also 
leading the “America’s Pledge on 
climate change”, an initiative born 
after the White House announced 
the intention to withdraw from the 
Paris Agreement. To be presented 
at COP23, the initiative will 
compile climate commitments of 
U.S. states, cities and businesses 
and quantify their contribution to 
deliver on the U.S. pledge under 
the global climate deal.
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for small islands states, the 1.5°C 
goal is considered out of reach at 
current emission levels. The IPCC 
is expected to release a special 
report on the implications and 
feasibility of the 1.5°C target in 
2018. Meanwhile, a new study 
published in Nature Geoscience 
estimates a larger carbon budget 
than previously thought to stay 
below the 1.5°C limit and revived 
the debate on whether the goal 
is within reach [4]. Back in the 
political arena, Bainimarama said 
the rapid development of clean and 
affordable energy technologies 
“offers great promise that we can 
achieve this 1.5 degree target and 
prosper” and committed to make 
it a key topic at COP23: “There is 
an urgent need to fix this number 
as our objective and as soon as 
possible”, he said in New York [2]. 

The U.N. mechanism for L&D was 
established at COP 19 in 2013 to 
address unavoidable negative 
impacts of climate change in 
vulnerable developing countries. 
The framework has seen slow 
progress so far, with thorny 
discussions and stalemates 
between poorer and richer, older 
industrialized states, because 
of its link to the concepts of 
historical responsibility, liability 
and compensation. The extreme 
weather events that have hit the 
Caribbean, Southeast Asia and 
southern United States in the 
past few months have brought 
the attention back on the need of 
accelerate the process. COP23, 
led by a small island state still 

recovering from the devastating 
effects of Cyclone Winston in 
2016, is expected to be the main 
stage to resume discussions 
about adaptation finance, climate-
related insurance, disaster 
risk reduction and climate 
displacement management.

It is hard to envisage whether 
the Fijian presidency will be 
able to impose the urgency it 
wishes on these questioned 
topics, as the deadline to deliver 
the Paris rulebook by 2018 is 
already seen as a top priority. 
However, the global community 
has regained momentum after 
the U.S. withdrawal, showing 
(at least in words) cohesion and 
determination in following the path 
set at COP21. The government of 
Nicaragua announced it will sign 
the Paris Agreement in solidarity 
with the population who suffered 
from the recent weather disasters. 
Nicaragua’s participation would 
leave only Syria and the United 
States out of the climate deal. 
Canada, China and the European 
Union have consolidated a joint line 
of climate diplomacy with a first 
international summit in Montreal 
in September, participated by 34 
governments. The role of non-
state actors is on the raise in the 
climate policy arena and COP23 
may become the first summit 
where this new role is fully 
acknowledged. COP23 President 
Bainimarama appointed California 
governor Jerry Brown as Special 
Envoy for States and Regions, 
to involve local jurisdictions in 

Expected Average Annual Losses Due to Cyclones in Pacific Island Countries [3]
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CARBON MARKETS 
AUGUST - SEPTEMBER 2017

Bullish sentiments dominated 
the European carbon market 
in the previous weeks, while 

EU policy developments catalyzed 
the attention of the emission 
trading sector. The EUA Dec-
17 contract reached the level of 
around €6/t at the end of August, 
amid more volatility and stronger 
traded volume than usual [2]. 
The upward trend continued in 
September, when EU carbon 
prices climbed to a 19-month 
high surpassing the threshold 
of €7/t. The bullish trend was 
driven by higher coal and power 
contracts and key policy talks on 
the reform of the emission trading 
scheme resuming in Brussels. 
However, analysts noted the rally 
seemed not fully supported by 
fundamentals and may lead to 
profit- taking selling as policy 
announcements fade away [3]. 
 
The fourth trilogue meetings 
on post-2020 EU ETS reforms 
(involving representatives of 
the European Parliament, the 
Council and the Commission) 
took place on September 13. 

Aurora D’Aprile 
Some compromises were reached 
regarding the doubling of the MSR 
withdrawal rate from 12% to 24% 
for the first five years of operation 
(confirming the Council position 
in this point) and a provisional 
deal to allow Member States to 
cancel allowances voluntarily 
when other national measures 
result in emission reductions, 
adding surplus to the carbon 
market. However, several issues 
remain on the table and further 
talks are scheduled for 12 
October. After long negotiations 
(the first legislative draft of the 
EU ETS reform was proposed 
by the Commission in 2015 and 
the trilogue meetings started 
in 2017), pressure is mounting 
on EU institutions to deliver a 
comprehensive framework for 
the post-2020 period. Before the 
September trilogue, the sector 
association of EU electricity 
industry (EURELECTRIC) issued 
a statement urging policymakers 
to “finalize deliberations swiftly 
on a strengthened EU ETS and 
ensure legal clarity for European 
investors” [4]. According to 

Reuters, France and Germany 
are pushing for a final agreement 
ahead of the COP23 climate change 
conference in November [5].  
 
With the post-2020 EU ETS reform 
within reach, prices are expected 
to increase in the coming years. 
According to a Carbon Pulse poll, 
EUAs would shift from current 
levels near €6/t into double digits 
early next decade and above €20/t 
by 2025 [6]. However, considerable 
uncertainty surrounds the 
consequences the Brexit process 
may have on the European carbon 
trading scheme. In particular, 
disruptive price swings may 
affect the market if the UK leaves 
the EU ETS on the “Brexit Day” 
(theoretically in 2019 on March 
29) without specific arrangements 
in place. On September 13 the 
European Parliament approved an 
amendment proposal to limit the 
effects of an uncoordinated Brexit 
and avoid a potential massive 
sale of UK allowances if British 
government’s emission-reduction 
obligations under the ETS expire 
in early 2019. The amendment 
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Front-year EUA and CER prices, 2017 (weekly closure) [2] 

is part of a larger file addressing 
the aviation sector’s obligations 
under the ETS which need to 
be officially rubber-stamped by 
the Council and the Parliament 
before becoming law. It foresees 
cancelling carbon allowances 
issued by the UK from January 2018 
in case British operators do not 
comply with 2018 emissions (the 
text said that “in order to protect 
the environmental integrity of the 
EU ETS, aviation operators and 
other operators in the EU ETS may 
not use allowances that are issued 
from 1 January 2018 onwards 
by a Member State in respect 
of which there are obligations 
lapsing for aviation operators and 
other operators” [7]). In the same 
session, MEPs voted to prolong 
the exclusion of intercontinental 
flights from the EU ETS until 2020, 
the date the ICAO’s global aviation 
scheme (named CORSIA, Carbon 
Offsetting and Reduction Scheme 
for International Aviation) is 
expected to enter in force. Another 
draft regulation approved by the 
Parliament obliges EU member 
states to earmark revenue 
from the auctioning of emission 
allowances for climate change 
policies [8].

Decisively less active 
developments affected the other 
carbon markets but key details 
concerning China’s nation-wide 

scheme are expected in the 
upcoming months, as Chinese 
government’s sources confirmed 
the launch of the set-to-be world’s 
biggest emission trading system 
by the end of this year. 

In the UN-backed CDM market, 
prices for CER 2017 stayed flat 
between €0.20/t and €0.21/t over 
the two-month period [2].

References 
[1] Photo: Rafael Matsunaga (2007), Sao 
Paulo Stock Exchange 
[2] ICIS Tschach Solutions (2017), Market 
data. 
[3] Carbon Pulse (2017), EU Market: EUAs 
hit 19-month high amid 21% weekly rise. 
[4] EURELECTRIC (2017), EURELECTRIC 
calls for trilogue negotiations to deliver 
strengthened EU ETS. 
[5] Reuters (2017), France and Germany 
seek agreement on EU carbon market 
reform by November. 
[6] Carbon Pulse (2017), With EU ETS 
reforms near sealed, risks abound for 
emitters. 
[7] European Parliament (2017), 
Amendments adopted by the European 
Parliament on 13 September 2017 on the 
proposal for a regulation of the European 
Parliament and of the Council amending 
Directive 2003/87/EC to continue current 
limitations of scope for aviation activities 
and to prepare to implement a global 
market-based measure from 2021 
[8] European Parliament (2017). 
Intercontinental flights to stay exempt 
from paying for CO2 emissions until 2020.
[9] Reuters (2017), China CO2 market 
launch set for November at earliest: 
government researcher.

0,00

1,00

2,00

3,00

4,00

5,00

6,00

7,00

8,00
06

-g
en

-1
7

13
-g

en
-1

7

20
-g

en
-1

7

27
-g

en
-1

7

03
-f

eb
-1

7

10
-f

eb
-1

7

17
-f

eb
-1

7

24
-f

eb
-1

7

03
-m

ar
-1

7

10
-m

ar
-1

7

17
-m

ar
-1

7

24
-m

ar
-1

7

31
-m

ar
-1

7

07
-a

pr
-1

7

14
-a

pr
-1

7

21
-a

pr
-1

7

28
-a

pr
-1

7

05
-m

ag
-1

7

12
-m

ag
-1

7

19
-m

ag
-1

7

26
-m

ag
-1

7

02
-g

iu
-1

7

09
-g

iu
-1

7

16
-g

iu
-1

7

23
-g

iu
-1

7

30
-g

iu
-1

7

07
-lu

g-
17

14
-lu

g-
17

21
-lu

g-
17

28
-lu

g-
17

04
-a

go
-1

7

11
-a

go
-1

7

18
-a

go
-1

7

25
-a

go
-1

7

01
-s

et
-1

7

08
-s

et
-1

7

15
-s

et
-1

7

22
-s

et
-1

7

€/
to

n

Serie3 Serie4

https://www.icis.com/
https://www.icis.com/
https://carbon-pulse.com/40037/
https://carbon-pulse.com/40037/
http://www.eurelectric.org/news/2017/eurelectric-calls-for-trilogue-negotiations-to-deliver-strengthened-eu-ets/
http://www.eurelectric.org/news/2017/eurelectric-calls-for-trilogue-negotiations-to-deliver-strengthened-eu-ets/
http://www.eurelectric.org/news/2017/eurelectric-calls-for-trilogue-negotiations-to-deliver-strengthened-eu-ets/
https://www.reuters.com/article/us-europe-energy/france-and-germany-seek-agreement-on-eu-carbon-market-reform-by-november-idUSKCN1BF1WL
https://www.reuters.com/article/us-europe-energy/france-and-germany-seek-agreement-on-eu-carbon-market-reform-by-november-idUSKCN1BF1WL
https://www.reuters.com/article/us-europe-energy/france-and-germany-seek-agreement-on-eu-carbon-market-reform-by-november-idUSKCN1BF1WL
https://carbon-pulse.com/39324/
https://carbon-pulse.com/39324/
https://carbon-pulse.com/39324/
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//TEXT+TA+P8-TA-2017-0338+0+DOC+XML+V0//EN&language=EN
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//TEXT+TA+P8-TA-2017-0338+0+DOC+XML+V0//EN&language=EN
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//TEXT+TA+P8-TA-2017-0338+0+DOC+XML+V0//EN&language=EN
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//TEXT+TA+P8-TA-2017-0338+0+DOC+XML+V0//EN&language=EN
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//TEXT+TA+P8-TA-2017-0338+0+DOC+XML+V0//EN&language=EN
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//TEXT+TA+P8-TA-2017-0338+0+DOC+XML+V0//EN&language=EN
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//TEXT+TA+P8-TA-2017-0338+0+DOC+XML+V0//EN&language=EN
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//TEXT+TA+P8-TA-2017-0338+0+DOC+XML+V0//EN&language=EN
http://www.europarl.europa.eu/news/en/press-room/20170911IPR83503/intercontinental-flights-to-stay-exempt-from-paying-for-co2-emissions-until-2020
http://www.europarl.europa.eu/news/en/press-room/20170911IPR83503/intercontinental-flights-to-stay-exempt-from-paying-for-co2-emissions-until-2020
http://www.reuters.com/article/us-china-energy-carbon/china-co2-market-launch-set-for-november-at-earliest-government-researcher-idUSKBN18X0N7
http://www.reuters.com/article/us-china-energy-carbon/china-co2-market-launch-set-for-november-at-earliest-government-researcher-idUSKBN18X0N7
http://www.reuters.com/article/us-china-energy-carbon/china-co2-market-launch-set-for-november-at-earliest-government-researcher-idUSKBN18X0N7


The International Center for Climate Governance (ICCG) was founded in 2009 
as a joint initiative of Fondazione Eni Enrico Mattei (FEEM) and Fondazione 
Giorgio Cini. In 2017, ICCG became a FEEM international dissemination 
project with a new name: Initiative on Climate Change policy and Governance.  

ICCG’s mission is to disseminate scientifically-based, socio-economic 
research in the fields of climate change mitigation and adaptation to 
policymakers, business leaders, academics, and the general public. It 
seeks to achieve this at the local, national, and international levels through 
interdisciplinary activities as well as through the production of climate and 
energy policy analyses and definitions of optimal governance models for 
climate change management. 

www.iccgov.org


