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Climate Risks and Development: The “Poor Countries’ Danger”
Six Climate Threats
Top 12 Countries Most at Risk from Each

C— Low Income = Middle Income C— High Income

Drought Flood Storm Coastal 1m Coastal 5m Agriculture

All low-lying All low-lying

Malaw Eanilatesh Island States Island States Suday
Ethiopia Bangladesh Vietnam Netherlands Senegal
Zimbabwe India Madagascar Japan Zimbabwe
India Cambodia Vietnam Bangladesh Mali
Mozambique Mozambique Zambia

Niger Laos Mongolia Mauritania

Mauritania Pakistan Haiti Niger
Eritrea India
Sudan Myanm ar Senegal Malawi
Chad Vietnam Bangladesh _

Kenya Benin Senegal Vietnam Ethiopia
Rwanda Denmark Pakistan

Source: World Bank staff. 4
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Deaths from climate change

- e 3w Ermdir—aaien Sy WD e rgeie M SO (YLD W rmaliS Meeort . 20003
oyt ® BARAD DO S P respa]

Diseaseflliness Annual Deaths Climate change component (death / % total)
Diarrhoeal diseases 2.0 million 47,000/ 2%

Malaria 1.1 million 27,000/ 2%

Malnutrition 3.7 million 77,000/ 2%

Cardiovascular disease 17.5 million Total heat/cold data not provided

HIVIAIDS 2.8 million MNo climate change element

Cancer 7.6 million Mo climate change element

SEBEEHOEE — BREE

(oNGRATUIATIONS /

We ADMIT YouRe
DREWNING.

S i of e Pgiiing M-ERIE (VRRELS ST W

SELTHOXE — EBFR




Climate Risks and Development: The “Poor Countries’ Danger”

Climate Risks Are Higher

for Poor Countries

ol I__'}"r' ” o S ; ’r;:‘\_‘l;
ol AL 7 Sy
3
= e e L 55
SIEZE0): — it E
H.1 SETSHREEHOBE
EEIR Bl | | #1 m(OEok by || w =
8= R DR TRURT E 3R ]
o Bi PR E R B e qza—4|F i
* S THILH S TOIEORBEE R | — 0 |2
S | festimrme ST IEDUBUERD Io8- 1 e |-, 1
|:':| E@@bﬁ'{{- 5‘!,‘: .#-I‘q-\. o] ’1. =‘|‘“E|det G)Eﬂ‘“‘fﬁﬁ'j E EI
& SEiEE SSRGS OERNET
2 Feries i | eZnEh (RS S IAER AR e &
|| [eREIEAR | o |eEEh RO AN ED 0w FHET | :
L AL ORERT L) Lo~oimlig : &
3 | |eTErturE BN EA AL ED 10m Lyl |
S | |edmomz | OEVREBRRCE REOWRR | ——— T
2 fégg%ﬁ o [ETEe s Az = ﬂ
% ' T3, 5%, BB oL 3, R FET| = Y
= || |emapEeg [ wE| = |F
= fLAlEREN e e IR TR 5 ] i 89| 5| |4
ik LDFEITIC SRS AL L E R R REIRES
g B || | i | et ER BT HE| || |
£ t#h o T =5 TR Dl DR 2 ZE| |l |5
. T .ﬁwxwu&m@mfs@g igrrEisg 40 | L gl |2
= EEEATT EHAG S DERED | nE s
orﬁiﬁf&iﬁi\ﬁﬁ SikEt R O ERNRH * £l 5
oSNNS CRR A SRR faet A L1 L
Y WS ERESs— HHoE]
(ﬂﬁl“:ﬁﬁ'é‘&f@ﬁﬁ%ﬁ B A EEEESRT)
o el Seey Z|E| 52
UNFCCCItE — B




SERES T, 19079 128 I SR TR Xk f- DR LRI ER SR 0 M S E RS W £ 58 (COP3) JIZ BV TR XL
Oﬁﬁtl{lmﬁﬂl”‘_ it SHEE 1 Nmﬂiﬁiﬁx(cﬂjﬁ‘s_?ﬁ:llz')ut. EHBEhOHIHHRRONEBRERE

e .

REMEAAL |02 % Wi 40| RS L WIL 2008~ 20126 DS (B SURHI) CEED RS A FEED EEARESNS

LTSRS HMEE 1~ SMOMMES R (Assigned Amaunt) (£, U FISE-THESNS :

(C0O,) . A8 0. Eizhd = [EE R > HEHE S E ) <55 ]

CH) . —BME=! MTHaA, o T EAFHEHBFI0FNEZHAALOWE R (HFCs, PFCs. SFIZDNTIEI 955 D
). RS BELTHELY

EEBEE) = HiEEFBTEOCO,DHHBIZONTIFI0FE LA OEERMFLLTLEN
it 1 e MATOEESORRTFEIICESC0,0RMEA RICOOTRE, SRl TRSRIcmE !
: ] BIEHTIRE :

SHRE | MOEEHEREREERTIOO0BREHTEAALLT. TRRAREEMTINEANZLL(3D)ERA

HFEEME 21 —MRAN=Z L [ |
(JI: Joint Implementation) { CDM: Clean Development Mechanism) {IET: International Emissions Trading)
P W CREMEE H1265> CREMEE $175>

& EEG TR, BREFLHBAD=ZLIZBMT BILATIHE [oMP/2005/8/Ad2, 57 #'523][OMD/ 20058/ Ad1, 513 W533][CMP/ 2005/8/Ad2, 519 n'35]
@t ai-nicit. BARSAAL L~OBNERER-ToEMNEE (2a-188)

i 4 :
‘§' -4
:

L i J

TR E S NINE

MR NS LS B deah AR ]
o ]
8l L Al
k ; Pl
I ] g
. 8 : .
o i#
ARHES 1 E) BE(MERE 1 E) AR (RS T E) BEMEEE
AR BE &k AR BE =115
He 5180 - 8 ek 43 n B 18 e 5107 - 2 dkeh 33 10 8 18
e mRE) - - - EHEmRE) 1 -1 [
e 51k - e ek 0 10 B 18 Ho 2 - B ek i i1 7 18
IS 12 10 z2 EIEAEL § 12 10 22
GEMNER 2 2 4 SEAER 1 3 1
I fGES §200 100 = EEA GGES §200 100 -
BERA 400 §200 $800 BERA $200 §300 500
i i - - - EHEER 150 -150 [
BiERERR $400 $200 $500 EE tad $350 $150 §500

(HEEHABIZHER 1 B ES0TERTIELE,
fotil., BSOS s S EEaA I EELTLELY,

eI DEES




Example of emissions trading

Emissions target prior to trading
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emissions

Project emissions
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How does the CDM Work?

Important Methodological Issues:

-Baselines are
counterfactual/hypothetical

-Determining Additionality

*The difference between the actual project emissions and the

emission baseline constitute the volume of emission credits

*If project = baseline - no credits

§ Baseline-and-Credit

_

i

Carbon

Developing
country/economy in
transition with no
emissions cap

n
Redu| ERs)
B

credits

o B

country/economy in
transition benefits
from technology

and financial flows

Baseline Scenario |

| Project Scenario

&

Industrialized country
with an emissions cap

- 1

Emissions
target
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Carbon finance: payments for a @
stream of emission reductions

= annual carbon payments
Bl = other sources of revenue from service or production

in El - debt servicing

Carbon revenues
Operating revenues

l Yrs 0 1 2 3 4 5 6|7 8 coiiiiiiiiiiiiiiiiiii 15-20

Cash
out

ERs created only after project is implemented and
operational (Carbon finance is output-based).
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Carbon Finance:

Impact of Carbon Finance

INCREMENTAL IRR - CARBON FINANCE
Renewable Energy

rchase period
5y ('08-'12) 10y Impact per Unit
0.5% . 0.8% d - $3.16 / MWh
1.0% 4 17% o - $6.33/ MWh
1.6% . 2.7% b - $9.49/ MWh
2.2% d 3.6% b d $12.65/ MWh

ERPrices

INCREMENTAL IRR - CARBON FI
Solid Waste
Purchase perio
| Sy (108-'12) 7y 10y 21y
0.58 1C02e/tSW_|0.74 1cO2eiSW_J0.93 tCO2e/tsW | 1.11 tCO2e/tSW_|1.29 tCO2e/tSW.
179% 24.1% 29.2% 31.7% R $41 /MWh
52.3% 59.1% 62.4% 63.5% d $82 /MWh
88.2% 93.3% 95.4% d $124 /MWh
123.7% 127.3% 128.6% k K $165/MWh
*tSW =ton solid waste

INCREMENTAL IRR - CARBON FI
HEC23
urchase period
5y (08-12) 10y
110.8% = 112.7%
176.7% - 177.4%
227.3% K 227.7%
270.0% E 270.2%
*65% tax applied on carbon revenues




Market Volume Growth 2007

(in MtCO,e)

Project-Based
Transactions

Allowance Markets

EU Emission
Trading Scheme
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! Carbon Market 2007

Market Value Growth 2007

(in MUS$)

Project-Based
Transactions

Allowance Markets

EU Emission
Trading Scheme
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China consolidates lead,
Africa emerges

(share of volumes)

India

R. of Asia
5%
Africa
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China
73%

primary CDM annual volumes transacted (MCO )

R. of Latin
America
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Success masks challenges

DOE at validation or req. reg. registered issuance
180 days m—> <«—— 325days ——— e 276 (2YS ey

- [l . ! N
2,210 projects Africa: 3% of volumes | 978 projects Africa: 1% | 319 projects  africa: 0%

1,302 MCERs 11,225 MCERs ! 133 MCERs ‘,
L

75% to high yield
projects (ind. gas)

4

RE and EE stuck
somewhere in the
pipeline

Two-thirds of projects
(half of volumes) have
not reached registration

CDM Delivers on Clean Energy

(share of volumes) & US$1 of carbon
Clean energy: 64% leverages US$9 financing
of renewable energy

+» US$33 billion (€24

s ‘ . billion) clean energy
Wastemng-.g ~ & leveraged in 2007

4%

Biomass
LFG \\ 5%

Other

orosorety Reneubies “ Cumulative (02-07)
leverage US$52 billion
EEvfuels (€39 billion) expected

40%

Jan. 2007 to Dec. 2007




“Climate change is a development,
economic, and investment challenge. It
offers opportunity for economic and social
transformation...That is why addressing
climate change is a critical pillar of the
development agenda”

Robert Zoellick, UN Climate Change Conference,
Bali, December 2007

Total Volume of Carbon Funds

Managed by the World Bank

2500

1970 2020

2000 -

Kyoto Protocol
1500 A entered into effect in
2005

1000 -

million US$

915
415
| 2 350
5001 145 145 2% ’—|
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2000 2001 2002 2003 2004 2005 2006 2007

Year

Funds are entrusted to the Bank by interested parties
with commitments under the Kyoto Protocol.
Participants are governments and private sector.




BioCarbon Fund
The World Bank has mobilized a fund to demonstrate projects that sequester or
conserve carbon in forest and agro-ecosystems. The Fund, a public/private
initiative administered by the World Bank, aims to deliver cost-effective emission
reductions, while promoting biodiversity conservation and poverty alleviation. The
Fund is composed of two Tranches: Tranche One started operations in May 2004,
has a total capital of $53.8 million; Tranche Two was operationalized in March
2007 and has a total capital of$ 38.1 million. Both Tranches are closed to new
fund participation.
The BioCarbon Fund can consider purchasing carbon from a variety of land use
and forestry projects; the portfolio includes Afforestation and Reforestation,
Reducing Emissions from Deforestation and Degradation and is exploring
innovative approaches to agricultural carbon.

Community Development Carbon Fund
The CDCF provides carbon finance to projects in the poorer areas of the
developing world. The Fund, a public/private initiative designed in cooperation
with the International Emissions Trading Association and the United Nations
Framework Convention on Climate Change, became operational in March 2003.
The first tranche of the CDCF is capitalized at $128.6 million with nine
governments and 16 corporations/organizations participating in it and is closed to
further subscriptions. The CDCF supports projects that combine community
development attributes with emission reductions to create "development plus
carbon" credits, and will significantly improve the lives of the poor and their local
environment.

2 (Mitigation)

#ht (Adaptation)

T4 / A< —(Technology)

Ft¥& (Financing)

- WB: Capital inflows to developing countries reached
US$571 billion in 2006, a 19% increase from 2005
(primarily equity from private sector). Three previous

yearly increase rates averaged 40%.

+ UNEP2: Only US$21 billion were allocated to
Renewable Energy and Energy Efficiency technologies
in developed countries (i.e., 21% of the US$100
billion global investments to the sector in 2006).
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N-managed projects to curb pollution coul
bring $100 billion annually to developing
countries.”

- “Carbon is a new commodity, a new currency.”

- “To believe that market forces can be used to fix
climate change is to believe in magic.”

« “Carbon trading is really not the most effective
way of lowering GHG emissions, by outsourcing
emission reductions, you may or may not be
doing anything to help lower the risk of climate
change.”

L J
Carbon FinancelRI2tE@BrT 25




