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June Developments

e European Carbon broke its three-month gaining streak in June, falling by c9% to record the first monthly decline
since February. The month’s closing price of cEUR 66 is down c14% YTD, albeit up c31% since the February low.

e As geopolitical risk has continued to ease, volatility in the EUA price has dampened, with annualised volatility at
a c3-month low. That reduced volatility has seen Investment Funds rebuild short positions that had fallen to a 7-
month low in May. The net short position closed the month at a little over 21mt, vs. a February peak of 39mt.

e That appetite to build short positions, as well as a slight reduction in long positions, is driven by persistently weak
near-term fundamentals. The record >75% penetration of renewables in the EU’s generation mix in May was
repeated in June, with the CO2 intensity of the EU’s power generation at record lows as a result. With EUA
supply temporarily inflated by REPowerEU, June’s average subscription rate of 161% in primary auctions was a
YTD low, whilst the average discount of EUR 0.1 was the largest discount since November 2023.

e That said, the EUA price has failed to break below EUR 65, and we seem to be in a new trading range of cEUR 65
— 75 that has persisted for three months or so.

Auction Results

Jan-24 Feb-24 Mar-24 Apr-24 May-24 Jun-24
Avg million EUAs sold per auction 2.89 278 2.78 2.79 2.68 2.76
Avg subscription rate 163% 168% 168% 167% 167% 161%

Source: EU Commission, EEX, SparkChange

EUA Market Outlook

e We are edging closer to an inflection point in the balance between EUA supply and demand, where the EU ETS
flips from small surplus in 2024 to material deficit in 2026 — 2030. In the meantime, the market is in a tug-of-war
between that longer-term bullish outlook vs. weak near-term fundamentals. In that context, we're seeing
appetite for long positions to be built toward the bottom of the recent EUR 65 - 75 range, with short positions
being built again above EUR 70. As such, it's likely that the EUA price remains rangebound in the near-term.

e Summer heat waves remain a squeeze risk, however. The extreme EUA price rally seen in Summer 2022 was
exacerbated by high gas prices that meant Carbon intensive coal-fired power generation had to fill the gap left
by disrupted renewables. Whilst low gas prices and high gas reserves minimise the presence of coal in the
generation mix, dampening squeeze risk, the fact that Investment Funds are net short and the compliance
deadline this year is in September raise it again. As such, we will continue to watch weather events closely.
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About SparkChange

SparkChange is a specialist provider of carbon data, analytics, insight and financial products empowering financial
institutions to capitalise on the opportunities — and manage the risks — arising from the transition to a low-carbon
economy. Combining extensive industry experience across carbon markets, financial products and data analytics,
our team shares a passion for SparkChange's mission: To link the financial world to carbon markets.
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IMPORTANT INFORMATION
Communication Disclaimers
This coommunication has been provided to you for informational purposes only.

This communication is not intended to constitute, and should not be construed as, investment advice,
investment recommendations or investment research.

This communication is not intended as and is not to be taken as an offer or solicitation with respect to the
purchase or sale of any security or interest, nor does it constitute an offer or solicitation in any jurisdiction, including
those in which such an offer or solicitation is not authorised or to any person to whom it is unlawful to make such a
solicitation or offer. Distribution of information contained in this communication may be restricted by law. Persons
receiving this communication should inform themselves about and observe any such restrictions. Any
dissemination or other unauthorised use of this information or documents by any person or entity is strictly
prohibited.

SparkChange believes the information in this communication to be correct at the date of issue. However, no
representation or warranty is given as to the accuracy of any of the information provided. Some information in this
communication is based on information given/obtained from independent research providers that SparkChange
considers to be reliable. Analysis provided in this communication may be based on subjective assessments and
assumptions and can use one among several alternative methodologies that produce diverse results. Hence,
analysis and projections should not be seen as factual and should not be relied upon as accurate predictions of
future performance.
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