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Deutsche Bank in the Carbon Markets

Deutsche Bank is a proud to be a leader in the global carbon markets
In the emissions markets established under the Kyoto Protocol, Deutsche Bank:

– is involved in over 50 projects with total expected reductions of over 185m tonnes CO2e

– is one of only 2 banks in the Prototype Carbon Fund, the world’s first carbon fund (April 2000)

– is the only bank involved in the Umbrella Carbon Facility, the world’s largest public sector deal ($719mio)

– structured, syndicated and wrapped the world’s largest private sector CER deal (28m tonnes) 1

– continues to source emissions reductions projects in LATAM, Asia, and Africa, leveraging extensive local 
relationships and expertise via Deutsche Bank’s extensive branch network

– has experience of a wide range of methodologies in a wide range of jurisdictions

Deutsche Bank plays a significant role in the secondary Kyoto emissions reductions markets: 
– market-maker to all major emissions brokers and emissions traders

– provides a wide range of value-added structured emissions products for compliance buyers and voluntary 
buyers, including “guaranteed delivery certificates”

– provides a wide range of related services such as emissions certificate accounts, credit facilities etc.

– provides emissions reductions investment products to institutional and retail investors, including cash-
settled derivatives

1.) “Deal of the Year”, Energy Risk, January 2007 
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Deutsche Bank in the Emissions Markets

Deutsche Bank is in discussions with select Annex 1 nations regarding:
– providing advice and assistance regarding emissions trading, policy, and Kyoto 

compliance

– “greening” of AAUs to increase AAU saleability

– arranging inter-governmental sales and purchases of greened AAUs

– structuring and establishing various “green funds” to purchase emissions reductions 
certificates for both the public and private compliance sectors

In the European Union Emissions Trading Scheme (EU-ETS), Deutsche Bank:
– is a major market-maker and active trader of EUAs

– is able to leverage an extensive European power and energy trading business

– provides a wide range of value-added structured emissions products related to power and 
energy

– works closely with the European commission, member states, and industry organisations 
on the ongoing development and implementation of EU-ETS policy and practice
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Deutsche Bank CDM & JI Origination Network

Deutsche Bank continues to source emissions reductions projects, leveraging an extensive branch network
with similarly extensive local relationships and expertise

In addition to existing contracts, Deutsche Bank is currently speaking to a further 35+ institutions with the 
potential for >50mio tonnes of emissions reductions certificates

Deutsche Bank has 63,000 employees in 1,717 branches in 73 countries

For CDM coverage, Deutsche Bank has offices in China (since 1872), India, Brazil (since 1911), Thailand, 
Chile, Argentina, Mexico, Korea, Colombia, Egypt, Malaysia, and Nigeria

For JI coverage, Deutsche Bank has offices in Russia (since 1881), Romania, Ukraine, Bulgaria, Czech 
Republic, Hungary, Poland, and New Zealand
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Emissions Reductions at the Sovereign Level
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The Kyoto Protocol

Emissions reductions are achieved via a “cap and trade” mechanism in which Annex 1 nations are 

issued Assigned Amount Units (AAUs) at levels equivalent to their permitted emissions levels

The Annex 1 nations must then:

– Reduce their emissions to levels equal to their AAU allocation, OR …

– Purchase additional AAUs from other Annex 1 nations to cover surplus emissions, OR …

– Purchase emissions reductions certificates – Certified Emissions Reductions (CERs) or 

Emission Reduction Units (ERUs) – to cover surplus emissions

CERs and ERUs are emission reductions from projects approved under the Clean Development 

Mechanism (CDM) and Joint Implementation (JI) 

There is a price difference between emission reductions traded under the ETS and the Kyoto 

mechanisms 
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The Kyoto Protocol – Emissions vs. Permits & Certificates

Annex 1 Sovereign Emissions ≤ AAUs + CERs + ERUs
Single Period 2008 – 2012

Emissions

AAUs
“Permits to Pollute”

CERs ERUs 
Emissions 

Reduction Certificates

Emissions 
Reductions

UNFCCC

AAU Allocation

X
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Sovereign AAU Surplus/ Deficit
Region AAU 

Allocatio
n 2008-
2012               
MT/yr

Actual 
Emissions 
2003          
MT/yr

Change in 
Emissions 
1990-2003  
%/yr

AAU 
Surplus 
2008-2012 
MT/yr

Example 
Change in 
Emissions
2003-2012
%/yr

Example 
Emission
s 2008-
2012
MT/yr

Example 
Surplus 
2008-2012 
MT/yr

EU-15 3,904 4,187 1% -283 2% 4,811 -907

Japan 1,116 1,339 2% -223 2% 1,539 -423

Canada 560 740 3% -180 2% 850 -290
Other Western 
Europe

165 186 2% -21 2% 214 -49

Subtotal -707 Subtotal -1,669

Russia 3,040 1,877 -4% 1,153 2.5% 2,233 807

Ukraine 979 527 -5% 452 2.5% 627 352

Poland 531 384 -2% 147 2.5% 457 74
Other Eastern 
Europe

861 561 -3% 300 2.5% 667 194

Subtotal 2,052 Subtotal 1,428

TOTALS 11,156 9,811 1,345 12,138 -242
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The European Trading Scheme (ETS)

The ETS covers the power generation sector and cement, metal, glass and pulp industries

ETS corporates are issued with EU Allowances (EUAs) equal to their allowed emissions

Every year the ETS corporate must:

– Reduce their emissions to equal their EUA allocation, OR …

– Purchase additional EUAs from other ETS corporates to cover surplus emissions, OR …

– Purchase emissions reductions certificates (CERs and ERUs) to cover surplus emissions

The ETS has separate phases, each with separate EUA contracts:

– Phase 1: 2005-2007, with 40 EUR/tonne fine every year for non-compliance*

– Phase 2: 2008-2012, with 100 EUR/tonne fine every year for non-compliance*

Developing world nations can participate in the ETS by generating CERs and ERUs via the Clean 

Development Mechanism (CDM) or Joint Implementation (JI) 

* In addition to retro-purchasing sufficient EUAs to achieve compliance



· · page 13

European Trading Scheme – Emissions vs. Permits & Certificates

ETS Corporate Emissions ≤ EUAs + CERs + ERUs
Annual Compliance periods 2008 – 2012

Emissions

EUAs
“Permits to Pollute”

CERs ERUs 
Emissions 

Reduction Certificates

Emissions 
Reductions

European Commission 

Allocation

X
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Recent Developments in the ETS

January 23rd 2008: European Commission publishes review of European Trading Scheme

Recommendations include:

Tighter EUA caps over 2012-2020

Increased auctioning of permits

Far tighter cap on the use of CERs/ERUs, spreading 2008-2012 cap over 2012-2020

In the wake of the report

Both EUAs and CERs prices declined by more than 20% in Europe

EUAs have since recovered

CERs plateau at a lower level

EUA/CER spread significantly increased



IV. Market Risk and the CDM in Thailand
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CDM in Thailand

Thailand has a strong presence in the CDM 

arena amongst the South East Asian countries, 

with 5 registered projects

Energy and waste sectors offer the maximum 

potential for CDM projects in Thailand, which 

has also been laid down as a priority in the 

National Energy Policy

The current pipeline of projects could see a high 

number of “un-hedged” project owners

DB represents a solid counterparty for hedging
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Increasing Risks in the CDM market

23 January 2008: European Commission publishes ETS review recommending a tighter limit on  

CER/ERU usage in Europe between 2008 and 2020

11 February 2008: Japan and Russia announce talks on potential sale of Russia’s surplus AAUs

Potential cooling of global economy could lead to reduced emissions and reduced demand

Rapidly increasing CER and ERU supply threatens supply/demand balance
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CERs/ERUs Price and Risk Factors

Fully guaranteed for compliance use within the ETS

EU Linking Directive eligibility

Physical deliverability (ITL and Article 17)

Methodology risk
– CER issuance is reduced / suspended for a given methodology

Country risk
– host nation revokes project Letter of Approval
– host nation membership of the CDM suspended
– political, social, economic crisis reduces / prevents project 

operation

Project risk
– delay / failure to complete construction and commissioning
– delay / failure to gain CDM registration
– project failure, reduction in capacity, repair & maintenance time
– failure or delay in CER verification and issuance

Joint Implementation Risk
– administrative and procedural uncertainties between Tracks 1 

and 2
– mechanisms for AAU retirement and ERU issuance 
– potential private sector / public sector conflicts of interest

Guaranteed 
Delivery 

CERs and ERUs

EUAs

“Primary” CERs

“Primary” ERUs
~ €5 – 10  /tonne

~ €8 – 11 / tonne

~ €14 – 15 / tonne

21 EUR/tonne
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Emissions Markets Glossary
AAU Assigned Amount Unit
CDM (EB) Clean Development Mechanism (Executive Board)
CER Certificate of Emissions Reductions 
CH4 Methane
CO2 Carbon Dioxide
CO2e Carbon Dioxide Equivalent
ERPA Emissions Rights Purchase Agreement
ERUs Emissions Reduction Units (issued under the JI)
ETS European Union Emissions Trading Scheme
EUA European Union Allowances
GHG Greenhouse Gases
GWP Global Warming Potential
HFCs Hydrofluorocarbons, including HFC-23
ITL International Transactions Log
JI (SC) Joint Implementation (Supervisory Committee)
LoA Letter of Approval
NAP ETS National Allocation Plan
N2O Nitrous Oxide (also known as “NOX”)
SF6 Sulphur Hexafluoride
SO2 Sulphur Dioxide (also known as “SOX”)
PDD Project Design Document
PFCs Perfluorocarbons, including Perfluoromethane (CF4) and Perfluoroethane (C3F6)
RMUs Removal Units
UNFCCC United Nations Framework Convention on Climate Change
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MARKETING MATERIAL
This document is intended for discussion purposes only and does not create any legally binding obligations on the part of Deutsche Bank AG 
and/or its affiliates (“DB”).  Without limitation, this document does not constitute an offer, an invitation to offer or a recommendation to enter into 
any transaction. When making an investment decision, you should rely solely on the final documentation relating to the transaction and not the 
summary contained herein. DB is not acting as your financial adviser or in any other fiduciary capacity with respect to this proposed transaction. 
The transaction(s) or products(s) mentioned herein may not be appropriate for all investors and before entering into any transaction you should 
take steps to ensure that you fully understand the transaction and have made an independent assessment of the appropriateness of the 
transaction in the light of your own objectives and circumstances, including the possible risks and benefits of entering into such transaction. 

For general information regarding the nature and risks of the proposed transaction and types of financial instruments please go to 
www.globalmarkets.db.com/riskdisclosures. You should also consider seeking advice from your own advisers in making this assessment. If you 
decide to enter into a transaction with DB, you do so in reliance on your own judgment. 

The information contained in this document is based on material we believe to be reliable; however, we do not represent that it is accurate, 
current, complete, or error free.  Assumptions, estimates and opinions contained in this document constitute our judgment as of the date of the 
document and are subject to change without notice.  Any projections are based on a number of assumptions as to market conditions and there 
can be no guarantee that any projected results will be achieved. Past performance is not a guarantee of future results. 

This material was prepared by a Sales or Trading function within DB, and was not produced, reviewed or edited by the Research Department. 
Any opinions expressed herein may differ from the opinions expressed by other DB departments including the Research Department. Sales and 
Trading functions are subject to additional potential conflicts of interest which the Research Department does not face. DB may engage in 
transactions in a manner inconsistent with the views discussed herein. DB trades or may trade as principal in the instruments (or related 
derivatives), and may have proprietary positions in the instruments (or related derivatives) discussed herein. DB may make a market in the 
instruments (or related derivatives) discussed herein. Sales and Trading personnel are compensated in part based on the volume of transactions 
effected by them. The distribution of this document and availability of these products and services in certain jurisdictions may be restricted by 
law.  You may not distribute this document, in whole or in part, without our express written permission.  

DB SPECIFICALLY DISCLAIMS ALL LIABILITY FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL OR OTHER LOSSES OR DAMAGES 
INCLUDING LOSS OF PROFITS INCURRED BY YOU OR ANY THIRD PARTY THAT MAY ARISE FROM ANY RELIANCE ON THIS 
DOCUMENT OR FOR THE RELIABILITY, ACCURACY, COMPLETENESS OR TIMELINESS THEREOF. 

DB is authorised under German Banking Law (competent authority: BaFin - Federal Financial Supervising Authority) and regulated by the 
Financial Services Authority for the conduct of UK business.

Copyright © 2007 Deutsche Bank AG

Disclaimer
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