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Prices movement Jun 30th May 31st Changes % Sentiment
EUA Dec-22 €90.16 € 84.02 6.81% 1t
EUA Dec-23 €92.94 €86.91 6.49% T
EUA Dec-24 €99.00 €91.18 7.90% T
UKA Dec-22 £ 84.99 £ 82.59 2.82% T
GEO Dec-22 S 4.14 S 4.87 -17.63% J
N-GEO Dec-22 $ 8.78 $11.00 -25.28% \)
N-GEO Dec-23 $11.24 $15.03 -33.72% \)

Average Volume (in millions) Jun (VY Changes % Sentiment
N-GEO Dec-23 396 128 67.55% T

Average Ol (in millions) Jun May Changes % Sentiment

GEO Dec-22 2,856 2,877 -0.71% J
N-GEO Dec-22 8,184 9,410 -14.98% %

Prices over the prior month in the voluntary carbon market have followed the majority of other asset classes lower in the midst of a
weakening macroeconomic outlook. This has been most evident within the exchange-traded nature-based CME N-GEO contracts across
Dec-22 and Dec-23. What has been interesting amidst this sell-off in paper contracts is that their physical equivalents have continued to
price at a clear premium and haven’t followed the futures prices lower. Some sources have credited this down to the more speculative
nature within the CME futures (Carbon Pulse), while in the OTC physical market originators and project developers have continued to
price things competitively within historic levels.
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FIS
EU ETS

EUAs are up M-on-M with 6.18%, and the headlines in June have been dominated by the Environmental Com-
mittee reviewing the ETS amendments and the carbon border adjustment mechanism (CBAM). The market has also
paid attention to the elevated gas prices, driving more coal-fired power production, which is bullish for EUAs. Most
influential was the Parliamentary vote, with several amendments being agreed upon. Notable were the modifica-
tions to the shipping’s inclusion from 2024, CBAM coming into force in 2027, with a 64% 2030 reduction target for
sectors in the ETS compared to 2005 (up from the original 61%). Proposals from member states in the European
Commission have different elements of the current market solution that would result in a 61% emissions reduction
target for 2030 (Carbon Pulse). The final negotiation between EU Council, Commission, and Parliament’s over a
final compromise to finalise the reforms to the ETS is happening in Brussel by the end of July (Carbon Pulse).
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UK ETS

UKAs prices similar to EUA are up M-on-M; however slightly more modest at 2.82%. In contrast to its big brother, vol-
umes traded for UKA through ICE posted higher M-on-M figures, increasing by 13.97 %, noting the total UKA volume is
significantly lower than EUAs. The UK government has announced that a tender is on its way to selecting a platform to
host auctions of carbon allowances. The decision is expected to come ahead of the first auction at the start of the year
(Carbon Pulse).
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Shipping emissions

FIS

The EU parliament has now approved of new environmental measures, one of which is to include shipping
in the EU ETS. It will now move onto negotiations with member states to finalise the new legislation.

The main features of this new regulatory package are:

Shipping to be included in the ETS by 2024 (vessels above 5000 gross tonnage).

Increase 2030 greenhouse gas reduction target from 61% to 63% from 2005 levels.

Revenues from ETS to be used exclusively for climate action in EU and member states.

Internal EU shipping (EU port to EU port) — 100% emissions coverage by 2024

External EU shipping (loading or discharging in an EU port) — 50% emissions coverage by 2024, 100% from

2027.

75% of the revenues from the trading of allowances in the EU ETS will be put into an Ocean Fund to support

the green transition of the EU maritime sector.

EU Shipping
Negotiations with fully

member states to covered by
confirm changes ETS by
2024

Extra-EU 75%
shipping fully revenues
covered by used for
ETS by 2027 Ocean Fund
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Chinese ETS Regulatory Timeframe

National ETS regulation  Launch with Power Power and
ETS allocation plan  sector trading only Industry
sectors

2025 2030-

announced

ETS pilots i H
i National ETS iPilots and iNational ETS
i Infrastracture Construction  iNational ETS i

« National ETS launched first compliance period in January 2021, starts trading by June 2021
« The pilots will run in parallel with national ETS for some years (until 20257?)

> Shanghai ETS (Trading platform for national ETS)

> Hubei ETS (Registry)

» Beijing (Trading center of voluntary credits)
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Global Carbon FIS

Voluntary Compliance:

° CME Global Emission Offset Futures (GEQO) ° ICE EUA Futures & Options
° CME Nature - Global Emission Offset Futures (NGEO) ° ICE UKA Futures & Options
. CME Core - Global Emission Offset Futures

. (CGEO)

. ICE Nature-Based Solution Carbon Credit Futures

Compliance

Percentages economywide emissions
covered by ETS

EU ETS Euro 27 2005 40%

UK ETS United Kingdom 2021 30%

NZ ETS New Zealand 2008 50%

RGGI us 2009 10%

WCI Noth America 2013 California 75% & Quebec 78%
SK ETS South Korea 2015 75%

China ETS China 2021 40-75%

Region & Country Start Year

Emissions Target Map

State Net zero target
Europe In Law (2050)
Japan In Law (2050)
South Korea In Law (2050)
China In Political Pledge (2060)
USA In Policy Document (2050)
Indonesia In Policy Document (2060)
India In Political Pledge (2070)
Russia In Political Pledge (2060)
Brazil In Political Pledge (2050)
Iran n/a

Source: Refinitiv Eikon and Lloyds List
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The information provided in this communication is not intended for retail clients. It is general in nature only and does not constitute advice or an offer to sell, or the
solicitation of an offer to purchase any swap or other financial instruments, nor constitute any recommendation on our part. The information has been prepared without
considering your investment objectives, financial situation, or knowledge and experience. This material is not a research report and is not intended as such. FIS is not
responsible for any trading decisions taken based on this communication. Trading swaps and over-the-counter derivatives, exchange-traded derivatives, and options
involve substantial risk and are not suitable for all investors. You are advised to perform an independent investigation to determine whether a transaction is suitable for
you. No part of this material may be copied or duplicated in any form by any means or redistributed without our prior written consent. Freight Investor Services Ltd (FIS) is
authorised and regulated by the Financial Conduct Authority (FRN: 211452) and is a member of the National Futures Association (“NFA”). Freight Investor Services PTE Ltd
('FIS PTE') is a private limited company, incorporated and registered in Singapore with company number 200603922G, and has subsidiary offices in India and Shanghai.
Freight Investor Solutions DMCC ('FIS DMCC') is a private limited company, incorporated and registered in Dubai with company number DMCC1225. Further information
about FIS including the location of its offices can be found on our website at freightinvestorservices.com
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