Global trade in CO2 emissions reaches

                         $100mn - study

                         UK: August 3, 2001

                         LONDON - Companies around the world trading in greenhouse

                         gas emissions have done deals nominally worth about $100

                         million since the market emerged in 1996-97, says a study

                         commissioned by the World Bank and published yesterday. 

                         The study, prepared by brokerage Natsource, says at least 60 trades

                         between companies covering 55 million tonnes of carbon dioxide (CO2)

                         equivalent emissions reductions have already gone through and the

                         market is poised for further growth.

                         The UK in 1999 created emissions of CO2 equivalent of 654 million

                         tonnes, according to the government's most recent figures.

                         "As more domestic emissions trading markets emerge, along with other

                         opportunities for trading government-recognised emissions permits, the

                         market's growth looks set to continue despite continuing uncertainty

                         surrounding international climate change policy," the study says.

                         Trading in emissions of greenhouse gases, which are cited by many

                         scientists as a major contributor to global warming, is promoted in the

                         Kyoto protocol on climate change, modified at a meeting of environment

                         ministers last month in Bonn.

                         Deutsche Bank has predicted the global emissions trading market could

                         eventually be worth $150 billion a year.

                         Emissions trading allows companies polluting below their legal

                         allowance to sell their remaining allocation to a company exceeding its

                         permitted level.

                         The allowance, which entitles the holder to emit a limited quantity of

                         greenhouse gases, is denominated in tonnes of CO2 equivalent.

                         The study says most deals have involved Verified Emission Reductions
                         (VERs), which are audited by a third party such as engineering or

                         accountancy firm.

                         Nominal prices for VERs have ranged between $0.60 and $3.00 per

                         tonne of CO2 equivalent since trading started, the study said.

                         But interest is shifting to government-issued emissions permits

                         because these are regarded as superior instruments for hedging

                         regulatory risk.

                         The UK is developing an emission trading scheme which should be

                         finalised in early August. Trading is expected to start next year and

                         brokers say forward prices are already being discussed in the market.

                         Other schemes are being studied in Denmark and the Netherlands and

                         the UK government says it is open to bilateral recognition once trading

                         rules are in place.

                         The European Commission is working on a draft directive for an

                         emission trading scheme that will harmonise national schemes and lead

                         to cross-border trading and a single price for carbon across Europe. 
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