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A new question on the horizon:
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Bosulfucks 'Carbon bubble' could spark global
financial crisis, study warns

Advances in clean energy expected to cause a sudden drop in
demand for fossil fuels, leaving companies with trillions in stranded
assets
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A A sudden drop in demand for fossil fuels could happen before 2035, a new study shows. Photograph: Florian
Gaertner/Photothek via Getty Images

Reserves of oil and gas could rapidly become uneconomical to extract

Plunging prices for renewable energy and rapidly increasing investment in low-
carbon technologies could leave fossil fuel companies with trillions in stranded
assets and spark a global financial crisis, a new study has found.

A rapld reduction in demand for fossil fuels could see gIObaI A sudden drop in demand for fossil fuels before 2035 is likely, according to the

losses of $1-4 trillion by 2035 according to a new report. study, given the current global investments and economic advantages in a low-
carbon transition.
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Global value at risk from climate change (and policy)
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Table 1| Absolute (firs
financial actor type to «
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L (ot
Fossil-fuel 31.1
A (767) 6.0
Utilities 19.:
P ) 3.7
Energy-intensive 172
S (3,956) 33.
Housing 13..
(797) 2.5
Transport 1.4
(224) 2.2
Finance 127
(2,659) 24,
Other 142
l (6,259) 27.!

Numbers in brackets indicate the r
Services; NFCs, Non-Financial Corj

Stefano Battiston', Antoi

Figure 1. Initial Subprime Losses and Declines in World GDP and
World Stock Market Capitalization
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Initial Subprime Losses and Subsequent Declines in World GDP
and World Stock Market Capitalization (in Trillions US Dollars)

Estimate of Subprime Losses on Loans Estimate of Cumulative World GDP Decline in World Stock Market
and Securities by 10/2007 loss Capitalization 9/07 to 10/08
Source: IMF Global Financial Stability Report; World Economic Outlook NMovember update and estimates; World Federation of
Exchanges.
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What is the impact of the current technological trajectory
On the value of fossil fuel assets?
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Modelling technological change: FTT.Power
(JF Mercure & P. Salas)

FTT is a family of micro-models of technology choice and substitution,
given economic/policy context
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Modelling technological change: FTT.Transport
(JF Mercure & A. Lam)
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Modelling technological change: FTT.Heat
(F. Knobloch & JF Mercure)
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Expectations, current trajectory and Paris

IEA Expectations Current Trajectory 2°C policy scenario
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IGCC = Integrated gasification CC CSP = concentrated solar power CNG = Compressed Natural Gas  Adv = Higher efficiency combustion

CCGT = CC Gas Turbine
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Pulling out of the PA to avoid stranded Fossil fuel assets?

1. Importers are well off by remaining in
= Remaining in the PA:
= Benefit from low-carbon investment stimulus
= Reduced expensive FF imports, redresses trade balance
2. High cost producers (USA, Canada) are worse off if pulling out
= Remaining in the PA:
= Close down FF industry
= Benefit from low-carbon investment stimulus
= Pulling out of the PA:
* Priced-out by OPEC: still close down FF industry
= No low-carbon investment stimulus

= Priced-out by OPEC:
Import FF instead, worsen trade balance
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Next question:
What is the impact of stranded fossil fuel assets
On global financial stability?
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Macroeconomic impact of stranded fossil fuel assets

Thank you!
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