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DOUGLAS-WESTWOOD

What is driving the ‘need to be green’?

® Global population growth

® Developing economies developing
* Globalisation — the “flattening world”
® Transport of cheap goods

®* Demand for energy & commodities
®* Environment and climate change

® Public perceptions

* Political instability & change

°® All the above are linked

and all’ bring major
business opportunities




POPULATION: 6.5 billion to grow to 8.6 billion by 2035
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Result — a massive and growing demand for energy,
commodities and transportation.




ENERGY: an insatiable demand?
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China — An additional $180bn will need to be

spent on new power generation by 2020
FT, 12 April 2006

“Worldwide energy demand to grow by
71% by 2030” Eia, 20 June 2006




OIL DEMAND: major growth in the developing economies
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Can oll supplies meet demand?

Is oil per day

WESTERN EUROPE: Offshore oil forecast
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Source: “The World Offshore Oil
& Gas Forecast”
Douglas-Westwood Limited

Supply
shortages?




RUSSIA: a threat to
Europe’s energy supplies?

* Gazprom: 16% world gas reserves

® 1 Jan 2006, supplies cut to
Ukraine (and parts of Europe)

® 1 Jan 2007, doubles gas price to
Belarus & Georgia

® 8 Jan 2007, Russia halts oll
exports via Belarus (to Europe!)

* “A giant aware of its power”

“We will reach a $1 trillion market capitalization in a period of 7 to
10 years — we'd like to be the most-valued and most-capitalised
company in the world.” Alexander Medvedev, Dep. CEO, Gasprom, 6 April 2007

Sources: ISN Security Watch, 10 July 2006
Financial Times, 14 & 15 December 2006
Houston Chronicle, 8 Jan 2006




POLITICAL INSTABILITY: terrorism targeting energy supplies

October 2002 — Erench “Armed military police to guard
tanker Limburg with 397,000 Norfolk's giant Bacton gas

barrels of crude oil after a terminal against a terrorist attack.”
terrorist attack off Yemen UK news media, 8 January 2007

April 2007 - Saudi Arabia announced
the arrest of 172 Islamic militants
said to be plotting to attack the
country’s oil installations

The $3.5 billion Marine Security Market (2007)
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Increased media pressure on politicians & corporations

“Southern Europe temperatures to increase by 5C by 2050”
EU report, 10 Jan 2007

“carbon dioxide emissions will rise by 75% by 2030”

EIA, 20 June 2006

Montage: Weather Intelligence
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THE POLITICAL AND CORPORATE RESPONSE
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RENEWABLE ENERGY: in Europe windpower rules, OK?

Now:
® 80% global manufacturing share
* 65% cumulative market
* 50% of annual market
* Annual market value of ~€9bn
® Supports 75,000 jobs
* Generates 3% EU electricity

By 2010:

® Annual generation of 167 TWh =
demand of 34m people

® 28% of all new installed gen. capacity
* 10.6% of overall generation capacity
®* 50% of Renewable Directive target

* >30% of the EU Kyoto commitment

* Avoid €13 billion imported fuel costs

* Avoid €1,025 billion external costs

Source: EWEA
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Capital Expenditure ($bn)

Offshore windpower

® Slow steady growth over last 5 years

W Belgium
Denmark * Market driven by Europe, esp. UK,
Germany Denmark, Netherlands & Germany
m Netherlands
:3“;80‘8” ® Example: “London Array” — 270
m Others turbine, 247 sq km, 1 GW project

® Cost reduction throughout sector of
approx 20% is required

* Next-generation turbines will propel
market

® 5-year market prospects $13bn

® First North American activity due
before end of decade

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 ® And in the long term — SE Asia?
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CARBON TRADING: grows to $30 billion in 2006 cuarian, 2 vay 2007

® $25bn traded in 2006 is though the EU scheme cuardian, 3 may 2007

®* The EU launched a market in 2005 for members to meet mandatory
obligations under the Kyoto Protocol on global warming

* New York Exchange considering trade in emissions creditS reuters, 9 May 2007
* New Zealand to introduce a trading system by mid-2008 rorves, Ny, 8 May 2007

“Companies made €1 billion in first phase”
“Greenhouse gas result questioned”
“Power generators will make € tens of billions in the second phase”

Financial Times report on The Carbon Trust analysis, 19 May 2007

Does it work in reducing emissions?
Oris is it just a great money maker for a favoured few?

“Carbon trading isn't an effective response; emissions have to be reduced across the

board without elaborate get-out clauses for the biggest polluters”
Kevin Smith, Carbon Trade Watch, BBC News 9 Nov 2006
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A CHANGING WORLD: the US gas guzzler admits its problems

“In a decision that could mark a turning point in the national debate over climate change, a
divided Supreme Court ruled that carbon dioxide and other so called greenhouse gases are air
pollutants under the Clean Air Act, and that the Bush administration broke the law in its refusal
to limit emissions of those gases” wall Street Journal 3 April 2007

“Wal-Mart to install solar power in 22 stores and warehouses ”  Financial Times, 8 May 2007

“General Motors joins the green coalition ... which aims to reduce greenhouse gas
emissions by 60% to 80% by 2050” Financial Times, 10 May 2007

“IBM to invest $1bn a year on energy savings of its big computer systems by 2010.
Savings of $500m over next five years” Financial Times, 10 May 2007
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“Citigroup [world’s largest financial services group] will commit to providing $50
billion to environmental projects during the next decade” Financial Times, 8 May 2007

“Bank of America recently ....a $20 bn initiative to support the growth of
environmentally sustainable businesses” Financial Times, 8 May 2007

“total value of buildings seeking the US green building rating (LEED) rose 50% to
$15 billion last year” Financial Times, 8 May 2007
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The US needs a massive cut in energy use per capita
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You don’t need to be American to be an energy criminal

UK pub patio heaters could emit nearly

800,000 tonnes of CO, in a year.
Equivalent to 200,000 cars

Fiona Harvey, Financial Times 19 May 2007
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Those who do not adapt will suffer

Into fuel efficiency

© £ change in atttudes underwzay?
© Corporations are responding 1o
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How have green energy stocks performed?
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CONCLUSIONS
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© Afnd the wires and vvJHpov er to connect trigrm
© f.omassive prograrnme of energy conservatiorn s essentjal

© omissions trading is not thig long-terrn answer

© Renewaple energy cornparnies periormance will e volatile,
out could offer a2t good long terrn investrment
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Green is the colour of money
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