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Carbon Funds
Industry View

The latest industry figures tracked 89 carbon funds in 2008 (80 in 2007):
1 During the last year:
m 8 funds listed the year before have been cancelled or put on hold
® 16 new funds have been launched
®m USD 16.1 bn under management in August 2009 compare to USD 12.87 bn in August 2008 (+25%)
®m Growth in assets under management significantly lags growth in carbon trading
1 Challenges
®m Financial crisis: difficulty to raise cash because of liquidity constraints
= Small window of opportunity until end of Kyoto phase

®m Regulatory uncertainty: Post-Kyoto, North America

The Dexia Carbon Fund



Carbon Funds
Generating Carbon Credits

Investor secures the forward purchase of CERs

Emission reduction intention is presented to and registered by the United Nations
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“Return Fund”

Aim: Generate
maximum return by:
* sourcing maximum
amount of CERs at
lowest cost possible
* selling at highest
price

Typical Investor:
Financial institution

Transfer of the issued emission credits on the fund’s account against the agreed payment
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Carbon Funds
Sources of Yield

Forward CERs

» From inception of the project to issuance of CERSs, the forward price of CERs
converges towards the market price of CERs. The fund'’s yield source lies in this
price evolution.

« Stable value creation:
* Identification and purchase of appropriate and reliable projects at an early stage
» Hedging against expected volumes, locks in the margin

Delivery and
e B payment of
initially fixed price

Natural price evolution of CERs

>Yield (market
minus paid fixed
price)

Signature of purchase Registration by the UN

agreement at fixed price

~——

Trade & Transfer
of Emission
Reduction Units

Planing and registration of Implementation and
emission reduction project Operation

The Dexia Carbon Fund



Thank you for your attention!

Dr. Frédéric Brodach
Dexia Carbon Fund Managers S.A.
69, Route d’Esch
L-1470 Luxembourg, Luxembourg
Tel.: +44 7775 902702

E-mail: frederic.brodach@dexia-carbon.eu
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