Climate Corporation market analysis – week ending 19 April 2008

Weekly analysis: EUA-Dec08 reaches 10-months high of EUR 25.38
Bullish gas and crude support EU Allowances – sCER-Dec08 moves sideways at EUR 16.30

With the EUA-Dec08 contract closing at EUR 24.65, 27 Cent higher than last Friday’s close, the EUA phase II market continued to follow the positive trend provided by the energy complex racking up further gains for the 4th week on end, the Climate Corporation reports..
On the back of surging UK natural gas (front month UK gas gained some 2ppt to hit EUR 61,70ppt) carbon made the biggest intraday jump over the last five days of trading closing at EUR 25.00 on Monday 14th of April. With Brent crude breaking through the $112/bbl barrier and German power hitting EUR 66/MWh (Cal09base) the EUA-Dec08 contract finally reached a 10-month high of EUR 25.38 on Tuesday 15th of April.
The new price level spurred substantial profit taking which kept a lid on prices for the last two days forcing the EUA-Dec08 contract below the 25 Euro level where strong buying interest kept carbon from dropping further resulting into EUAs moving sideways in a narrow band of EUR 24.60 – EUR 24.90 for the rest of the week.

EUA-Dec08:
	Close last week 
	Intraweek-Low 
	Intraweek-High 
	Close Thursday 
	Change 

	EUR 24.38
	EUR 24.18
	EUR 25.38
	EUR 24.65
	+ EUR 0.27 


The phase I market remained in its illiquid state with a few 100k Spot-EUAs changing hands at 1-2 Euro-Cents.
EUA-Spot:
	Close last week 
	Intraweek-Low 
	Intraweek-High 
	Close Thursday 
	Change 

	EUR 0.02
	EUR 0.01
	EUR 0.02
	EUR 0.02
	+/- EUR 0.00


The market for secondary CERs was largely unimpressed by the bull run in the, until recently, closely connected EUA market, resulting in the sCER-Dec08 contract closing at EUR 16.30 – basically unchanged to last week’s close. Besides being affected by the lasting uncertainty regarding the demand of project based carbon credits in phase III of the EU ETS the sCER market not translating the bullish momentum that is dominating the EUA market may also be explained by the reduced EUA/CER swap activity. With financials hedging smaller swap-volumes (acquiring CERs and simultaneously selling EU Allowances on a forward basis) than for example at the end of last year, the close connection between EUA and sCER prices softens. This development might as well result into a complete decoupling of these two markets until some more clarity about post Kyoto trading is provided which might as well not happen before December 2009.
The market for primary CERs will soon have to face some competition coming from large-scale JI projects from Russia and the Ukraine. With Russia getting closer to approving its first JI projects (most likely in May08) the carbon market is about to gain access to some 300M carbon credits from Russian JI projects.
Meanwhile Chinese utility Datang reported that it sold some 15M CERs from a couple of wind-farm projects to the Swedish government and two more carbon aggregators at a price close to EUR 13. The sales-price has been raising eyebrows amongst the carbon community as it is clearly at the upper end of the scale, especially as Datang’s projects have not yet received a Chinese letter of approval (neither have they been validated by a DOE or registered by the CDM EB).
sCER-Dec08: 
	Close last week 
	Intraweek-Low 
	Intraweek-High 
	Close Thursday 
	Change 

	EUR 16.30
	EUR 16.20
	EUR 16.40
	EUR 16.30
	+/- EUR 0.00


Traded volume of the last 5 days:
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