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GHG Market Sentiment Survey 2013
8th Edition: A survey of current market 
sentiment among IETA members

This year’s three key findings: 

1. Nine out of ten IETA members that participated 
in the survey believe it is essential to intervene 
in the EU ETS in the short-term which may raise 
prices.

2. Two thirds of respondents expect EUAs to trade 
below €10 and CERs below €5 between now 
and 2020. But IETA respondents also believe that 
a global price of around €47 is needed to shift 
economies onto a low carbon pathway. 

3. 82% of respondents indicate that domestic or 
regional policy developments increasingly drive 
carbon markets and climate action. The linking 
of domestic programmes is expected to be more 
important than the UN process in the short-term. 

AdvAncinG MArket solutions for cliMAte cHAnGe



2

Survey highlights

Highlights of the 8th GHG Market Sentiment Survey include:

1. Most IETA members responding to our survey (78%) do not believe that COP18 in Doha had a positive impact 
on the carbon markets. This breaks the trend of increasing optimism since the disappointment of COP15 in 
Copenhagen in 2009. The expectation for COP21 is that a global agreement to tackle climate change will be 
reached, but not in the form of the legally binding emissions targets promised by governments around the world.

2. There are low expectations for the global deal in 2015. 90% of participating members expect a mixture of legally 
binding targets and voluntary pledges which will not be stringent enough to achieve the 2 degrees target. 

3. Average price expectations for EUAs and CERs are lower than ever. Compared to the current market price, 
respondents do, however, think that prices will recover throughout Phase III of the EU ETS to around €10 for EUAs 
and around €5 for CERs. 

4. The vast majority (87%) of respondents believe that in the short-term intervention which is likely to raise carbon 
prices in the EU ETS is essential. 96% of respondents also believe that longer term structural reform is needed to 
safeguard the scheme in the long-term. 

5. Asia’s emerging carbon markets are expected to become more important in the coming years. The majority of 
respondents think that China and South Korea will have national cap-and-trade programmes before 2020. Few 
expect national programmes in Canada or the US. 

6. Respondents expect prices in California to remain stable over the next three years, and as a result the programme 
is expected to represent a larger share of the global carbon market by value. 

7. The Green Climate Fund is not currently expected to provide significant opportunities for carbon market 
participants. Credit risk guarantees and concessional lending are regarded as the most effective at stimulating 
private sector investment in climate change action.

Please see page 18 for a list of acronyms used throughout this report. 

About PwC

PwC UK helps organisations and individuals create the 
value they are looking for. We are a member of the PwC 
network of firms in 158 countries with more than 180,000 
people committed to delivering quality in assurance, tax 
and advisory services. Tell us what matters to you and find 
out more by visiting us at www.pwc.com.

The Sustainability and Climate Change team at PwC UK 
helps both public and private sector clients address the 
specific and immediate issues relating to sustainability, 
as well as helping with longer-term strategic thinking. The 
team has a unique blend of skills, experience and tools, as 
well as scale and reach in all service areas. The PwC global 
S&CC network includes 800 practitioners operating over 
62 countries, with 100 based in the UK. 
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Message from the President and CEO of IETA

Market sentiment is much more fun to assess when times are good, attitudes are upbeat, and 
business opportunities are abundant. But it is equally important to take stock of views during 
troubled times, when markets confront challenges and face setbacks. It demonstrates their 
resilience – and provides insights on their future directions.

This year’s Market Sentiment Report provides a clear assessment of the challenges market 
participants face at present – and their attitudes about the future of carbon markets. Throughout 
2012, emissions trading markets were buffeted by the headwinds of the global economic crisis. But 
IETA members feel that the carbon market will pick up its pace in time, as economies improve and 
new markets take shape, stimulating their own demand. 

Over the past 12 months, we saw Europe’s carbon market struggle through its most difficult period. But there were also 
bright spots: new markets came to life in California and Australia. RGGI adopted changes to strengthen demand, and 
Alberta began considering a significant increase in its tech fund buy-out price and other reforms. Increasingly, market 
interest turned to new markets under development, particularly in the countries involved in the World Bank’s Partnership 
for Market Readiness. 

The long-term view remains cautiously optimistic. We know that if world leaders are going to take steps to seriously 
address climate change in line with the warming increase of just 2°C, an enormous amount of clean energy investment 
is required. There is no better policy tool for prompting this transition than an emissions market that attracts business 
support and provides incentives to reduce emissions. This survey reflects those views. 

IETA is delighted to present the 2013 edition of our GHG Market Sentiment Report. This marks our 8th survey of the 
carbon market sentiment worldwide. The IETA Secretariat and the PwC UK Sustainability and Climate Change Team 
conducted this survey of our membership of emissions trading and climate finance professionals in the month leading 
up to the 10th anniversary of Carbon Expo in May 2013. With over 70 of our member companies responding, we believe 
these results provide an important barometer of carbon market and climate finance opinion. It gauges not only views of 
past and current performance, but expectations of the future – from the people who will shape that future. 

IETA’s membership covers a broad spectrum of participants from all parts of the emissions trading and climate 
finance industry, making us well placed to give a broad view. Our global membership reflects the expanding nature of 
international climate politics and broader interest in the carbon markets and climate finance.

I hope that you will find the Report and results of the survey as useful and enlightening as I have. We hope that it provokes 
discussion – and creative thinking. We always welcome suggestions for improving this work, so we invite your feedback.

dirk forrister  

President and CEO of IETA
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About the 2013 survey and report 

As in previous editions, this year’s IETA survey has 
reflected on key issues in the greenhouse gas (GHG) 
markets. The survey is designed to assess key dimensions 
of market sentiment such as future price and policy 
expectations over time, as well as capturing market 
participants’ perceptions of the market and policy 
developments of the past 12 months. In doing this, the 
IETA survey intends to complement, rather than duplicate, 
other carbon market surveys. 

This year, the survey was conducted among IETA 
members only, with one response per organisation. A 
total of 73 organisations participated, which represents 
a response rate of 53%. As Figures 1 and 2 show, the 
responses were derived from a wide range of geographies 
and organisation types. 

In addition to the survey, PwC and IETA jointly hosted 
a round-table discussion with several IETA members to 
conduct a more detailed exploration of perceptions of the 
current and future state of the market. 

This report is based on both the survey and this roundtable 
discussion, and consists of three main sections: 

1. The EU ETS and CDM; 

2. International negotiations and the Green Climate Fund; 

3. New and emerging markets, sectors and protocols. 

Unattributed quotes from the roundtable discussion are 
presented throughout this report.

Figure 1: Regions where survey respondents operate (percentage of respondents per region) 
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Figure 2: Types of organisations responding to the survey 
(percentage of respondents per organisation type) 
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Introduction

In May 2008, Phase II of the European Union Emissions 
Trading Scheme (EU ETS) had just started, and despite 
general discontent with the international negotiations and 
low expectations for what was to come in Copenhagen, 
sentiment was positive. Market participants reported 
strong confidence in the long-term viability of the EU 
ETS and rising confidence in the functioning of the 
Clean Development Mechanism (CDM). Average price 
expectations for Phase III were above €30 for EU 
Allowances (EUAs) and above €20 for Certified Emission 
Reductions (CERs). 

These expectations, however, did not foresee the impacts 
of the economic crisis that unfolded in Europe not long 
after.

Subsequent IETA surveys have captured the steady fall 
in market confidence and the impact of the economic 
crisis on the world’s major carbon markets. Average price 
expectations fell sharply alongside actual prices. EUA spot 
prices dropped from around €30 in mid-2008, to around 
€10 just six months later. And after a relatively stable 
period throughout the rest of 2009 and 2010, another 
decline started in the second quarter of 2011.

The recession in Europe since 2007, and consequent 
decline in industrial output, has resulted in a substantial 
oversupply of emission allowances. A late flood of UN 
offset credits and lack of a policy response prompted a 
dramatic collapse in prices for EUAs and CERs in early 
2013. At the time of writing, EUAs trade at just over €3.50 
and secondary CERs (sCERs) at around €0.40, 10% and 
2% of their expected levels in 2008, respectively. 

Having overcome other issues such as registry fraud, the 
start of the third compliance period in the EU has brought 
new market design features such as new rules for offsets, 
EU-wide cap-setting, an increase in allowances auctioned, 
and broader sectoral coverage. 

These design features, however, have brought further 
challenges to the system. The inability to be flexible in the 
timing of these EU-wide auctions resulted in the European 
Commission (EC) proposing the backloading of the  
auctioning of 900 million allowances between 2013 and 
2015, only to be rejected by the European Parliament in 
April of this year. Another vote in the Parliament’s plenary 
is due in July this year.

A parallel policy debate is unfolding in the aviation sector. 
In response to the formation of the High Level Group on 
Climate Change (HGCC) at the International Civil Aviation 
Authority (ICAO), a UN body, the EC adopted a ‘stop the 
clock’ proposal to delay the introduction of international 
aviation in the EU Emissions Trading Scheme (EU ETS) 
in March this year. The EC has given ICAO one year to 
propose international regulation for the sector. A decision 
either way is expected at the 38th ICAO Assembly in 
September 2013.

Despite these setbacks for the EU ETS and the CDM, 
different stories emerge from other parts of the world. 

In North America, the first compliance period of both 
the Californian and Québécois schemes have started. 
Allowances have so far traded with limited price volatility. 

In Australia, a carbon tax was introduced in July last year 
to prepare for the cap-and-trade programme that is to be 
launched in 2015. British Columbia, a Canadian province, 
has kept in place its carbon tax, which may help it prepare 
for an eventual linking to the California and Quebec 
markets through the Western Climate Initiative (WCI). 

The nine Regional Greenhouse Gas Initiative (RGGI) states 
have called for a review that may lead to a revision of the 
regional cap. 

At the federal level in the US, there is increasing activity in 
the form of task forces and draft legislation that have been 
proposed to address climate change. 

And finally, in Asia several countries are moving forward 
with implementing systems, notably China which will 
launch its pilot trading schemes later this year and 
South Korea which will launch a nationwide system in 
January 2015. 

It is against this background of mixed messages that we 
have conducted our 8th GHG market sentiment survey.

“We can highlight positive stories 
from elsewhere in the world, but 
should not divert attention away from 
a key priority: keeping the existing 
markets alive.”
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The EU ETS and CDM

The majority (56%) of respondents expect that the average 
EUA price during Phase III of the EU ETS, which runs 
from 2013 to 2020, will be between €5 and €10. This is 
significantly lower than price expectations in previous 
years, but higher than the current EUA price of around 
€3.50. Only a few respondents (11%) believe EUAs will 
trade at around its current price throughout the remainder 
of Phase III. 

A significant minority (33%) also believes the price could 
even be above €10. With the backloading proposal still 
up in the air, and discussions around structural reform 

ongoing, this optimism might reflect an expectation that 
the EC will eventually correct the severe oversupply 
of allowances in the EU ETS (for more detail, see next 
page). EUA average price expectations for Phase III of 
the EU ETS have fallen over concurrent IETA GHG Market 
Sentiment Surveys since 2008. With the exception of 
2011, where carbon market participants showed renewed 
optimism, there has been a steady decline over time in 
average price expectations for Phase III, from €34 in 2008 
down to €26 in 2010, then down from €31 in 2011 to €10 
in this year’s survey.

“The EU ETS is not broken. It functions like a market. What is broken are its two 
main objectives: to drive down emissions and to provide a clear price signal.”

Figure 3: What do you expect will be the average EUA price  
during Phase III of the EU ETS? (percentage of respondents)

Figure 4: Average EUA price expectations for  
Phase III over succesive surveys
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When to expect EU ETS reform?

the eu ets faces a severe oversupply of 
allowances and eligible offsets as it enters 
its third compliance period. this has led to a 
dramatic fall in prices since mid-2012. 

To limit oversupply in the market and give prices 
a short-term boost, the European Commission 
proposed a draft bill to delay scheduled auctions 
of 900 million EUAs, the so-called backloading 
proposal. The vast majority of respondents (87%) 
believe the EC should intervene in the short-term 
in the EU ETS. In April of this year, however, the 
proposal was rejected by the European Parliament 
(EP), and will now be subject to another plenary 
vote in July. 

Apart from short-term intervention however, the 
EC is also considering structural reform of the 
EU ETS. Reflecting the perceived lack of political 
ambition in the EU, very few survey respondents 
believe such structural reforms will take place 
in the short-term. Only 17% believe that the 
EU ETS will be reformed before the European 
Parliamentary elections in May 2014. 

Almost half of respondents (45%) think that setting 
an ambitious emissions target (and hence cap) 
for 2030 would be the most effective approach 
to reform. 39% advocate that the target be set 
before 2015, compared to 6% advocating that it 
be set after 2015.

One-in-five respondents indicated that a change 
to the system to allow for a flexible supply of 
allowances instead of a predetermined, fixed 
amount would be the best way to reform. It is 
noteworthy that only 8% of survey participants 
advocated an auction reserve price, a design 
feature which is included in some other 
programmes, such as California. 

“That controversial word: intervention. If it were called a stability mechanism, like in 
monetary policy, no-one would oppose it.”

Figure 5: Should reforms be made to the EU ETS which significantly raise 
the price of EUAs in the next few years? (percentage of respondents) 

Figure 6: How likely do you think is structural reform of the EU ETS before 
the European Parliamentary elections in 2014? (percentage of respondents) 

Figure 7: What would be the best way to structurally reform  
the EU ETS? (percentage of respondents)
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CER price expectations lower than ever before 

Following chronic oversupply of EUAs and UN offsets in 
the EU ETS, and the failure to reach an ambitious climate 
deal to succeed the first commitment period of the Kyoto 
Protocol, CER prices have fallen to around €0.40. The 
majority (67%) of respondents expect the average CER 
price to be under €5 until 2020. 

The greatest share of demand for CERs has historically 
come from entities regulated under the EU ETS. The use 
of offset credits in Phase II, however, means that far fewer 
can be used during Phase III. Just 5% believe that CER 
prices could be above €10 which could reflect the view 
that CERs are eligible in new compliance programmes 
outside of the EU ETS. 

As with EUAs, average price expectations for Phase III 
CERs have diminished substantially over time. After a peak 
of optimism in 2011, price expectations plummeted over 
subsequent years.  

No alternative to the CDM in sight

When respondents were asked whether they believe 
that new market mechanisms might be introduced by 
the UNFCCC to replace or complement the CDM, the 
responses were mixed. Only policy crediting and sectoral 
crediting were considered a possibility before 2020, 
with 51% and 46% of respondents indicating this likely, 
respectively. Just 29% of respondents said the same for 
sectoral trading. 

“The CDM has showed it has been a little too successful, as there is no 
demand for credits now.”

€21 €22 €21

€24

€12

€5 

€0

€5

€10

€15

€20

€25

€30

May 2008 May 2009 May 2010 May 2011 May 2012 May 2013

Figure 8: What do you expect will be the average 
CER price during Phase III of the EU ETS? (percentage of respondents)

Figure 9: Average CER price expectations for  
Phase III over succesive surveys
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International negotiations and the Green Climate Fund 

Respondents have mixed views on the impacts of 
COP18 in Doha on the carbon markets, with roughly 
equal numbers stating that the outcome of the talks 
was either positive or negative. Since the collapse of the 
talks in Copenhagen, the carbon market had regained 
confidence in the UN process. However, while almost half 
of respondents felt that the outcome of the 2011 Durban 
talks was positive for the carbon markets, this was down 
to 22% for Doha. 

At Doha, the EU, Australia and a small number of other 
countries together representing 15% of global emissions 
adopted the second commitment period of the Kyoto 
Protocol, but no clear plan was drafted for what a 
global, legally binding deal in 2015 might look like. Other 
discussions related to loss and damage, institutional 
housekeeping, and climate finance. 

What is more significant now is that nearly half the 
responses are neutral about the impact of COP18 on 
the carbon markets. The size of this neutral group has 
increased over time, from one-in-five after COP15 to 
two-in-five after COP18. This increase in ambivalence 
about the process may reflect a more fundamental sense 
that UNFCCC negotiations are of limited relevance to the 
operation of carbon markets. 

Figure 10: To what extent do you agree the COP was positive for the carbon markets? (percentage of respondents)

“The international climate negotiations are taking on the attributes of WTO 
trade rounds.”
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The ambivalence of last year extends to the expectations 
for this year’s COP in Warsaw, which is not expected 
to have much influence on carbon prices or investment 
decisions. 

The vast majority (91%) of respondents do believe that 
COP21 will end with some type of international agreement 
on emissions reduction targets. However, only 1% 
thought this would involve legally binding targets for all 
major economies consistent with limiting the temperature 
increase to two degrees. Opinion is split as to whether 
this deal will consist of a mix of legally binding targets and 
voluntary pledges, or whether it will only consist of non-
binding pledges. 

This outlook leads few respondents to believe that 
emissions in major emerging economies like Brazil, South 
Africa, India, and China will start falling soon. Over half 
(54%) believe this will only happen after 2025. 

These outcomes are in line with respondents’ views the 
limited influence that the next assessment of the IPCC 
is expected to have. The 5th assessment, due to be 
released in stages between September 2013 and October 
2014, is thought to only have a moderate impact on the 
negotiations (75% of respondents). Almost one in five 
respondents (19%) thinks it will have no impact at all. This 
stresses the notion that negotiations are only partially 
driven by science, and instead largely by political will and 
economic interests.

Figure 12: What do you expect will be the  
outcome of COP21 in 2015? (percentage of respondents)

“Kyoto created the carbon markets. The UN has now moved away from 
mitigation or carbon pricing and instead focuses on development.” 
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Given the limited confidence in meaningful progress on 
carbon markets through the UNFCCC, we asked what 
international policy developments could have the most 
impact. We asked survey participants to compare the 
UNFCCC process to other developments including the 
World Bank’s Partnership for Market Readiness (PMR); the 
potential regulation of aviation emissions through ICAO 
(see section 3 for more detail); and the bilateral decisions 
of national and subnational schemes to link with each 
other. Nearly three quarters of respondents ranked the 
linking of domestic and/or regional carbon markets as one 
of the two most important developments and higher than 
the international negotiations. 

The PMR and ICAO developments are thought to be of 
less overall importance to the carbon markets than the 
international negotiations process. Nonetheless, they can 
have substantial impact on particular sectors or countries.

In addition to these policy developments on the 
international stage, several countries and jurisdictions 
have started their own cap-and-trade schemes or other 
forms of GHG emissions regulation (see section 3 for more 
detail). The vast majority of respondents (82%) now think 
these domestic initiatives will be more important over 
the short- to medium-term than the international climate 
negotiations.
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Figure 14: To what extent do you believe domestic initiatives to regulate 
emissions will be more important than the international negotiations over 
the next five years? (percentage of respondents) 
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Private sector and the Green Climate Fund 

the new un financial mechanism – the Green 
climate fund (Gcf) – may be an important 
channel for the flow of funding from developed 
countries in support of developing countries’ 
climate change adaptation and mitigation 
efforts. 

The current focus at the GCF is on basic 
institutional arrangements and governance. 
Important questions need to be answered on 
funding sources, the allocation of climate finance 
between various windows, and the mechanisms 
for disbursing those funds. Few respondents 
to our survey expect the GCF to become fully 
operational by 2015, but nearly all expect this will 
happen before 2020. Several members doubted 
whether the GCF would be effective when it 
eventually becomes operational. 

An important goal of the GCF is to mobilise private 
sector capital for the climate change adaptation 
and mitigation activities that it seeks to fund. This 
could happen through having the private sector 
contribute directly to the fund through carbon 
market revenues or other earmarked taxes, 
or through financial instruments that leverage 
additional private sector investment. 

Among respondents, concessional lending and 
credit risk guarantees were seen as the most 
effective tools in stimulating additional investment 
into climate change action. It is noteworthy that 
of the four options provided, grant funding was 
considered least effective. 

At this stage however, survey respondents found 
it difficult to identify GCF-related opportunities 
for carbon market participants. More than half 
were not able to give a concrete example of 
how the GCF may provide them with business 
opportunities. Some others saw opportunities for 
certain market participants, such as offset project 
developers and project financiers, but clarified that 
the exact design of the GCF will be fundamental 
in shaping these opportunities. This lends weight 
to the view that private sector involvement in 
the development of the GCF is important to its 
success. 

If discussions progress quickly, meetings of the 
GCF Board in June and September of this year 
may provide more clarity on the opportunities for 
carbon market participants. 

“I fear the current market players will not be around to take advantage of the 
GCF as it is so slow to take shape.”

Figure 15: When do you think the GCF will become fully operational and 
capable of channelling funds for mitigation and adaptation activities in 
developing countries?

Figure 16: How effective do you think each of the following instruments 
would be in stimulating additional private investment in climate change 
adaptation and mitigation? 
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New markets: California and Quebec

The start of 2013 saw the launch of sub-national cap 
and trade programmes in Quebec, and after a few legal 
challenges, California. During the first few months of the 
first compliance period, California Carbon Allowances 
(CCAs) traded between US $14 and $15. 

Respondents expect CCAs to trade at a similar average 
price over the first three years of the scheme: the vast 
majority indicated they expect allowances to trade between 
US $10 and US $20. The split is even between those that 
believe it will be either slightly above or slightly below the 
current price of around US $15. Few respondents expect a 
price of above US $20, so for now the soft price ceiling of 
US $40 is unlikely to have an effect. 

Additionally, we asked whether respondents believe 
California’s share of the global market will increase in terms 
of value. A significant majority of respondents indicated 
they believe this will be the case (75%) and only 9% believe 
California’s share will decrease relative to the current 
level. The rest did not expect changes. This increasing 
prominence of the Californian market at the global level 
may be a consequence of both a maturing cap and trade 
programme in California and an expected decrease in the 
value of the EU ETS and CDM. 

REDD+ to be integral to the carbon market by 2020

There is wide agreement (84%) among survey participants 
that REDD+ will eventually be part of the carbon markets, 
either through an international UNFCCC-led mechanism 
or through domestic mechanisms. The California Air 
Resources Board (CARB) is one of the regulators currently 
looking into accepting these credits as offsets in their 
programme. 

The majority (83%) of those that believe REDD+ credits will 
form part of future carbon markets, expect such credits to 
be available before 2020, and only 2% think this to be the 
case after 2030. Some (18%) even think REDD+ may be 
available as soon as 2015.

New and emerging markets, sectors and protocols 

Figure 18: Do you believe the Californian share of the global carbon 
market will increase or decrease over the next 3 years in terms of value?

Figure 17: What do you expect will be the average CCA price during 
the first three years of the Californian cap-and-trade programme? 
(percentage of respondents)
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California and Quebec are set to link their carbon markets 
under the WCI umbrella in January 2014. We asked 
respondents whether they believed other provinces and 
states would join either of the two regional cap-and-trade 
schemes, the WCI and RGGI, in North America. 

Respondents indicated that they considered it likely that 
the Canadian provinces of British Columbia and Ontario 
and the American states of Washington and Oregon join 
by 2020. This would lead to regional schemes smaller 
than originally intended, but still implies an expansion 
of the current size of carbon markets in North America. 
23% respondents believe no other jurisdictions will join 

either programme in the near future. Opinion was divided 
over whether WCI and RGGI would join forces and form 
a single North-American regional scheme. Three in five 
respondents thought this was likely to happen but 41% 
thought this was improbable before 2020. 

Despite the positive outlook for expanding regional 
schemes in North America in the medium term, few 
considered it likely that a federal scheme would be 
introduced in Canada (32%) or the US (16%) before 2020. 
This stands in stark contrast to other countries (see next 
page).

Figure 19: How likely do you think is that any other American states and Canadian provinces will join WCI or RGGI in the near future? 

Expanding regional schemes in the US and Canada
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A number of countries besides Europe, the US and 
Canada have started drafting plans and legislation to set 
up national cap-and-trade schemes. There is optimism 
among respondents that some of these markets will see 
their first implementation phase before 2020. 

In particular, the results show confidence that various 
Asian economies will do so: China, South Korea, and 
Japan occupy three places in the top four positions of 
most likely countries. 

Several Chinese regions have been working towards pilot 
schemes, which will inform the design of a national market. 
However, most members thought that these emerging 
programmes would not be more ambitious than current 
schemes in Europe, Australia and California. Around 73% 
of respondents do not believe the caps for these pilots will 
be more stringent than existing schemes elsewhere. 

For this reason, it seems unlikely prices will be high and 
the pilots may have a low environmental impact. However, 
they may contribute to building the institutional capacity 
required for a national cap-and-trade scheme in the near 
future. 

Other countries that are expected to implement market-
based regulation in the medium-term include Brazil, 
Mexico and Kazakhstan. South Africa and India are 
regarded less likely. 

Of existing and emerging cap-and-trade schemes, only 
Australia and New Zealand are currently thought likely to 
link with the EU ETS in the future, with 94% and 35% of 
respondents indicating this, respectively. Indeed, Australia 
and the EU have already drafted plans to do so. 

Asia on the move

Figure 20: How likely do you consider that other countries implement national cap-and-trade schemes and link it to the EU ETS before 2020?
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What is next for aviation? 

the introduction of international aviation into 
the eu ets this year was delayed in response 
to the formation of the High level Group on 
climate change (HGcc) at icAo. 

In April, the EC adopted its ‘stop the clock’ 
decision, giving ICAO the opportunity to propose 
international regulation for the sector at its next 
General Assembly in September of this year. 

Of respondents to this year’s survey, 62% indicate 
they believe ICAO will propose an approach to 
global emissions regulation before 2018, 26% 
after 2018, and 12% believe it will not 
happen at all. 

September this year will see the 38th ICAO 
Assembly, where the HGCC’s proposals are 
expected to be voted on. The 37th Assembly in 
2010 has already set out sustainability goals and 
outlined a framework for market-based measures. 

Three options are being considered by ICAO: 

•	 Mandatory offsetting; 

•	 Mandatory offsetting with additional revenue-
generating mechanisms; and

•	 A global cap-and-trade scheme.

If ICAO does not make sufficient progress in 2013, 
the EC has indicated that the EU ETS obligations 
will automatically resume international flights. 
Given trade and diplomatic tensions, this might be 
difficult to achieve. 

For this reason, respondents revealed a variety of 
views on what would happen were ICAO to fail in 
enforcing measures. Some 40% of respondents 
thought the European Commission would 
reintroduce flights in the EU ETS, whereas 36% of 
respondents regarded this as improbable. 

However, doubts remain over the current 
importance of the inclusion of international 
aviation to the carbon markets. Despite its 
potential to inject substantial demands into carbon 
markets if regulated globally, few respondents 
(19%) ranked such regulation as one of the 
two most important policy developments at the 
international level compared to the wider UNFCCC 
process and the linking of domestic cap-and-trade 
schemes. 
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Figure 21: By when do you think the International Civil Aviation 
Organisation (ICAO) will propose an approach to carbon emissions 
regulations? (percentage of respondents)

Figure 22: How likely do you think it is that the EU will eventually 
reintroduce international flights into the EU ETS if ICAO does not suggest 
an alternative form of regulation? (percentage of respondents)
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Low carbon prices: 
impacts on investment and employment? 

With a current euA price of around €3.50 
and expectations for that to increase to only 
around €10 on average for Phase iii, we asked 
participants what they considered is the price 
required to achieve low carbon investment in 
line with a two degree target.

There was a wide range of responses, with a range 
from €11 upwards, and an average mid-point of 
€47. Some even mentioned prices above €150 
to drive the implementation of new technologies. 
As discussed earlier, the highest average price 
expectation recorded in this survey was €34 
and dates from May 2008, before the economic 
downturn. 

With this differential in mind, we asked survey 
participants about the extent to which the carbon 
price drives their investments decisions, and 
differentiated the results between those entities 
that are regulated under a cap-and-trade scheme 
and other market participants. 

All of the regulated entities (energy and industrial 
companies) in our survey reported that the carbon 
price is still relevant to their capital investment 
decisions. For three-in-four of these entities, the 
carbon price is one of several important factors 
and some even indicate it as the single most 
important factor. However, over a fifth indicates it 
is rarely important. 

Unregulated entities, such as service providers, 
however, may divert their attention elsewhere than 
the carbon markets. Some 14% indicate they 
currently have no investments planned. Only one 
in five are looking to invest in the EU ETS or CDM, 
though this rises to 37% by including those that 
also plan to invest in emerging markets such as 
California, Quebec and Australia. Others explore 
additional areas such as renewable energy and 
other commodities. 

These investment patterns that divert away from 
the carbon markets are however not reflected in 
employment decisions. The vast majority (71%) 
say they do not plan changes to their carbon 
markets-related employment, and equal numbers 
are considering expanding and reducing over the 
medium-term (14%).

“Capacity and expertise is being lost.”

Figure 23: What do you believe is a meaningful carbon price to drive 
low carbon investment in line with a 2 degrees target? 
(percentage of respondents)

Figure 25: For entities regulated under a carbon trading scheme: how 
important are carbon markets (or climate policy) in influencing your  
capital investment decisions? (percentage of respondents)
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Figure 24: For entities not regulated under a carbon trading scheme: what 
areas of investment are you looking at? (percentage of respondents)
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Survey methodology 

Acronyms

cArB California Air Resources Board

ccA California Carbon Allowance

cdM Clean Development Mechanism

cer Certified Emission Reduction

co2 Carbon dioxide 

coP Conference of the Parties

ec European Commission

eP European Parliament

eru Emissions Reduction Unit

eu European Union

euA European Union Allowance

eu ets European Union Emissions Trading Scheme

Gcf Green Climate Fund

GHG Greenhouse gas

HGcc High Level Group on Climate Change

icAo International Civil Aviation Organization

ietA International Emissions Trading Association

iPcc Intergovernmental Panel on Climate Change

nMM New market mechanism

PMr Partnership for Market Readiness

PWc PricewaterhouseCoopers 

redd+ Reducing emissions from deforestation and forest degradation, plus conservation, sustainable forest 
management, and carbon sink enhancement

rGGi Regional Greenhouse Gas Initiative

un United Nations

unfccc United Nations Framework Convention on Climate Change

Wci Western Climate Initiative

This survey was conducted by PwC UK using an online survey 
tool. The questionnaire was developed jointly by PwC and IETA. 
An email was sent out to all IETA members to invite them to 
participate. 

The survey consisted of 31 multiple choice questions. 
Respondents were able to leave questions blank if they did not 
want or were not able to answer particular questions. 

The survey opened on 1 May 2013 and was live for two and 
a half weeks, closing on 17 May 2013. Three reminders were 
sent out by email between these dates to increase the response 
rate. Additionally, phone calls were made to a select number of 
members to encourage them to respond before the deadline. 

As in previous editions of the IETA GHG Market Sentiment 
Survey, this report includes unattributed quotes from several 
carbon market experts. These quotes were gathered during a 
roundtable discussion hosted jointly by PwC and IETA, which 
took place in London on 15 May 2013. 

It is important to make a few observations regarding the 
interpretation of data and the comparability of results between 
IETA GHG Market Sentiment Surveys conducting in different 
years. 

First, the sample size may differ between results, due to 
questions left unanswered. 

Secondly, since the 1st edition of the survey in 2007, different 
groups have been asked to participate. In the first four editions 
only IETA members were asked to reply by sending in one 
response per organisation. The mailing list was enlarged for 
the 5th and 6th edition of the survey, to include a wider range 
of greenhouse gas market participants and observers. The 7th 
survey, in 2012, was based on semi-structured interviews with 
key IETA members. This year, the original approach of surveying 
IETA members only was readopted. 

Lastly, several questions in the survey gave participants the 
possibility to select multiple answers. Hence, not all percentages 
displayed throughout this report add up to one hundred per cent.
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Important Notice

This report has been prepared for the International 
Emissions Trading Association (“IETA”) by 
PricewaterhouseCoopers LLP (“PwC”).

This report contains information obtained or derived 
from a variety of sources, as indicated within the 
report. PwC and IETA have not sought to establish the 
reliability of those sources or verified the information so 
provided. Accordingly neither PwC nor IETA assume any 
responsibility for any inaccuracy in the data nor for the 
accuracy of the underlying responses submitted by the 
participating IETA membership and other organisations 
included in the survey and no representation or warranty of 
any kind (whether express or implied) is given by PwC or 
IETA to any person as to the accuracy or completeness of 
the report.

PwC and IETA accept no duty of care to any person for 
the preparation of the report. Accordingly, regardless of 
the form of action, whether in contract, tort or otherwise, 
and to the extent permitted by applicable law, PwC and 
IETA accept no liability of any kind and disclaims all 
responsibility for the consequences of any person acting 
or refraining to act in reliance on the report or for any 
decisions made or not made which are based upon such 
report.

The report is not intended to form the basis of any 
investment decisions.

© International Emissions Trading Association

This document may be freely used, copied and distributed 
on the condition that approval from IETA is first obtained 
and that each copy shall contain this Important Notice.

PwC refers to PricewaterhouseCoopers LLP, a 
limited liability partnership incorporated in England, 
or, as the context requires, other member firms of 
PricewaterhouseCoopers International Limited, each of 
which is a separate legal entity.



The International Emissions Trading Association (IETA) is a non-profit business organization created in June 1999 to 
serve businesses engaged in the new field of carbon markets. Our objective is to build international policy and market 
frameworks for reducing greenhouse gases at low cost.

Our vision is a single global carbon price produced by markets of high environmental integrity. We pursue this vision with 
an eye to pragmatism, political reality and sound economics.

With deep relationships in key policy centres and commercial arenas, IETA is the collective voice for the full range of 
businesses involved in carbon markets – all around the world. Our membership includes leading international companies 
from across the carbon trading cycle.

Through expert engagement, we enable our members to capture opportunities, mitigate risks and manage the 
uncertainties of global emissions markets. Our global platform offers a full suite of advocacy services, market tools, 
information and forums – helping members excel in emissions trading systems around the world. 

Further information is available at www.ieta.org 
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IETA: Advancing market solutions for climate change


