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Price action explained - 2018

Price rise in 2018

* No MSR

e 2018 supply vs. demand = marginally long

* Some sellers took advantage of double figure prices, adding to length
* Price nonetheless rose relentlessly from ~€8 to ~€25. Why?

e Speculators, industrials and utilities bought a huge volume of EUAs
 The trade of the year!

* Anything up to 250M EUAs were hoovered up by additional hedging

demand and speculative interest.
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Price action explained - 2019

Price ended 2019 flat at ~€25 Doing the (approximate) maths:
* First year of the MSR MSR: -400Mt
* But lots of other supply too UK auction suspension: -100Mt
* Supply and demand was more or less Poland: +50Mt
balanced Norway: +50Mt
« The MSR was not able to materially Low gas prices / renewables: +150Mt
impact the EU ETS in 2019 Speculator exit: +200Mt
Lower demand (mild winter): +50Mt
Total: oMt
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Price action explained - 2020

Price has dropped a few Euros to-date Doing the (approximate) maths:

* Second year of the MSR MSR: -400Mt

* But some addtl supply and reduced demand UK auction resumption: +100Mt

e Supply and demand will be more or less Poland: +50Mt
balanced Low gas prices / renewables: +100Mt

* The effect of the MSR in 2020 may be muted COVID-19 demand reduction: +75-150Mt?
* Price path most dependent on long-term Speculator entry / exit: Mt

speculative interest (and gas prices) Total: omt?
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What influence will the MSR have in 20217

* Third year of the MSR Doing the (approximate) maths:

* No additional supply MSR: -300Mt

« Some reduced demand (renewables and COVID-19 demand reduction:  +75Mt?
COVID) Gas prices / renewables: +/-75Mt?
Speculator exit (if price rises):  +100Mt?
EU Green Deal: Mt

Total: -50/-200Mt?

* Supply will be below demand
* The direct effect of the MSR will be felt

* A gas price bounce would set the cat

amongst the pigeons



£ REDSHAW Tt Adis Bocur

} advisors ltd.

Conclusion

The MSR hasn’t had a chance to properly stretch its legs yet, 2021 may

be its first opportunity
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Disclaimer

No part of this document may be copied, duplicated or redistributed without the written consent of Redshaw Advisors Limited. This document
has been prepared by Redshaw Advisors Limited for informational purposes only and shall not constitute an underwriting commitment, an
offer of financing, an offer to sell, or the solicitation of an offer to buy any products or securities described herein. The views and information
expressed in this document do not constitute and may not be relied upon as constituting any form of investment advice, inducement to invest
or recommendation in relation to transactions and / or any related products or securities described herein and prospective investors or clients
must obtain appropriate independent professional advice before making investment decisions. The information in this document has been
complied in good faith, but no representation or warranty, express or implied, is made as to the accuracy, completeness or correctness of the
information provided. Redshaw Advisors Limited, its officers, employees, representatives and agents accept no liability whatsoever for any loss
or damage, whether direct, indirect, consequential or otherwise however arising (whether in negligence or otherwise) from the use of this
document or reliance on the information or views contained herein.
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