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The European Parliament voted to pass CBAM; 12 August 2022
The values of clean energy & renewables manifest

; : Research Analyst

Outperform (Maintain) Ruibin Chen

Investment Thesis (852) 3982 3212

B The European Parliament voted through the amended CBAM (Carbon Border chenrobin@dwzq.com.hk

Adjustment Mechanism) with a longer transition period, wider coverage and better
guota mechanism. On 22 June 2022, the European Parliament voted to pass the amended
CBAM, which extends both transition period and withdrawal time of free quota for 2 years
compared to the ENVI version in May, showing a more moderate attitude. However, the
collection coverage and withdrawal pace of free quota are still more radical compared with
the European Commission's draft. Three changes in the amended CBAM: 1) Longer
transition period: the transition period is extended by 1 year and CBAM will come into
effectin 2027. 2) Wider coverage: the applicable industries have been expanded to include
industries with indirect emissions, including organic chemicals, plastics, hydrogen and
ammonia. 3) Better quota mechanism: free quota will be completely withdrawn in 2032 at
a faster pace to maintain consistency between EU-ETS and CBAM. Unified CBAM
administrative institution at the EU level will be established to achieve more efficient,
transparent and cost-effective management. In addition, profits from CBAM will be used
to assist LDCs in achieving the low-carbon transition.

B The coverage of aviation carbon quota is expanded to encourage the use of
sustainable aviation fuel. In June 2022, the European Parliament adopted amendments to
the trading system of EU aviation carbon quota: 1) The coverage is expanded to include
all flights departing from the European Economic Area. 2) Withdrawal pace of free quota
will be accelerated, with free quota reduced to 50% by 2024 and 0% by 2025 (excl.
emission reduction incentives). 3) Multiple measures will be used to encourage the use of
sustainable aviation fuel: climate investment funds will be established to provide
temporary subsidies and long-term structural investments, and aviation carbon quota of
Rmb20mn will be reserved during 2024-2029 and distributed freely to encourage the use
of sustainable aviation fuel such as biomass aviation coal.

B Carbon tariff urges exporters to conserve energy and reduce carbon in the
production process. 1) Green electricity: when the outsourcing electricity is included in
the CBAM accounting scope, enterprises would rather seek low-cost carbon reduction
solutions at the production process than bear the high carbon tariff at the export process.
2) Hydrogen energy: coverage of CBAM expands to include hydrogen industry. As an
industrial by-product, hydrogen has both emission reduction and economic advantages in
the short-run, and hydrogen production from renewables is imperative in the long-run.
Clean and efficient hydrogen energy helps the back-end energy-consuming industry to
deeply decarbonize, demonstrating great growth potential. 3) Renewables: The EU was
China's second largest export destination in 2021. The sum of organic chemicals, steel
products, aluminum and its products, and plastic products accounted for more than 10%
of total export. Carbon tariffs will have a certain impact on exports, bringing pressure of
carbon reduction. The reuse of renewables can effectively reduce carbon emissions in
primary production (e.g., the use of recycled copper/plastic can reduce 72%/30-80%
carbon emission). In addition, recycled materials have the economic advantages of carbon
reduction. The implementation of carbon tariffs will accelerate the investments of
recycling industry in China.

B CBAM builds a linkage mechanism of carbon price globally, strengthening the
connection between Chinese and international carbon markets. CBAM voucher price
is linked to the EU carbon price. Carbon tariffs can offset the carbon fees paid in the
manufacturing countries, avoiding double taxation. The implementation of carbon tariffs
will strengthen the connection between Chinese and international carbon markets. As of
2022/6/22, the carbon quota price in Chinese carbon market was 60 rmb/ton, which was
much lower than the futures price of 81.42 euros/ton for EU carbon quota at the same time.
Considering the increasing pressure of Chinese emission reduction from carbon peak to
neutralization stage, we expect quota tightening to accelerate. With the tightening of
emission reduction policies and implementation of EU carbon border adjustment tax, we
expect domestic carbon prices to gradually rise and get close to overseas prices.

B We recommend 1. High-quality green power: [Three Gorges Renewables], [Longyuan
Power], [Cecep Wind-Power]. 2. Hydrogen energy: a) Industrial by-product hydrogen:
[Jovo Energy], [Oriental Energy], [Jinhong Gas]; b) Core equipments: [Moon
Environment Technology], [Houpu Clean Energy]; ¢) Fuel cells and vehicles: [Sinohytec],
[Pan Asian Microvent Tech], [Tenglong Autoparts], [Meijin Energy], [Weichai Power]. 3.
Renewables: Recycling of hazardous waste [Geoenviron Engineering&Technology];
Power battery recycling [Miracle Automation Engineering]; Recycled plastics [Sanlian
Hope Shin-Gosen Technical Service], [Intco Recycling Resources]; Distiller's Lees
Resource [Road Environment Technology]; Recycled oil [Bece Legend], [Jiaao
Enprotech], [Zhuoyue New Energy].

B Risks: Weaker-than-expected policy enforcement, higher-than-expected rise of interest
rate, intensified market competition.
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REBKECRR LA R, HEBTHEMZRAEA. 8 2012 F&, RERFR
HRME L) ZHRO LR X —, TE—RTHIERT, €T E KT HHATIR
BATA SR 5, WREITH EZEA: 1) RET K, AUEAY KRERKMNEZFRA
AR PTAACIE; 2) Aobefo FEAGRE, 2024 AT AR —RT %6107 LR
FE 50%, 2025 FRBN ERELASL FHREB, Aus) ¥ F BT 55 RFFEAT
HHAMERE; 3) BERBHRBTHREMERFER, RIABERTEEL, Reblear
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8584,20% W p, mA%; WA, FDE

E AR RMAE, 24k £ R st

w ST R RIS A Sk A R A

RF. BAR BT FREBREMM

590, 2% \ .
821, 2% 7 = AU G
Lk ba K A 5 05 B TR R
— m AR S % 6 MR A A
m PR S
979 , 3% ) .
m 3R AR R AR 4 89 RO R I
1,000 , 3%
LR S

6,461 ,19%

1,005 , 3% o
1,146 , 3% " s
1283, 4%, A

1,355, 4% 1,682, 5%

BERR: BRXEE, RXIEFFLH

£3: 2021 SN CBAM 5e% sk o

+ & B o &5 TEMREETR  pow g

(e ) (fz )
HIAEF 5334.65 1005.19 18.84%
BRI 2242.76 283.34 12.63%
#; Ak, LR oH; BREKRSF 251.03 31.32 12.48%
BH R L4 & 8471.92 978.97 11.56%
RS BN H B 10501.92 1046.26 9.96%
ARk 4328.75 225.74 521%
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AR AR

SEsS
N ER ] oo 6173.18 820.52 13.29%
REH# 741.96 0.07 0.01%
A o R ¥ AL 217347.60 33483.41 15.41%

BPERR: HREE, RXIEFFTAT

FTRFAF) R R B E &AL BFERYS, RESA ik K E FA T LR,
3 F A E b B HEARAT L, BHK T B R A LR SIRIRT ., B A TR @R A
ST VA BOR Y R A TR A T M BR AR, Ko AR, B4R, JEAN. Rl BB B
B AL TS, RRELAR KAL) A E D ARBREE R A R B F, e Tk BB A IR AR B
PRI, AR B AR A A 4R AR T — AR A AR AR A BB Ty N, A B TR R A B R
G iEE N, Wb LB RS, FEABETREANA ZLeEE, R mApik
BB B AR A BRI BB . BRES B RER T, RATVADFA T RMR
EERBHBEBEFRE, HHERBEHEZRTERA, EREAMGFET, ABF
A AR B KA BIFE B, B AR S —F R,

1) PMRFedBtg A = H 6], REFEFEREAFF S, BEASLHK 1.13 » CO2,
A R AR 27.6%, B4R S0 AR A ARAT AR AR SR AL, R4
M EER ;o R 4B I BB HEAK b Pl ik 88.9%, Ar T B B I A BB HEAK & BARH 2.3%.
48 8- AR HEA b P R A48 7% Shth#5-  , A 4 T 5 e A B 387 BRHEA Y I el 5

&4 FAEAEIEAR 1.13 7k CO2, A BRAELRE 27.6%

2000-2015 4 E 48 T ok .43 # i CO2 ik & (kg/t4A)

A ERY Rik BRI —REF eIl &iﬁéﬂg
CO2 HEs =& 2120 1980 1130 565 72.44%

(ke/t 4R)
FAERR: 2017 ¥ EREAFFAAFERAFLAELE (FWE), RREAFLAH

%5: 48/m T BB ) IR AR HEAL & HuALh 2.3%

B A G R BERE LR S

& i Py W, fif Jo L =) K T AL 3 B4k
BAEEA & P 0.1% 8.5% 88.9% 2.3% 0.1% 0.1%
. . ~ FARHAE PR, A A4

A e s oo 4 4 4
=8/ o wry | s | Ris B Aa At (k5 o4) (%8 &4 ADCI12-Ji 42)
Hrs (7T vk) 330 2420 19334 17469 19050 19100

¥ BRI Wind, ¥ BIREAS, A ZiEAMRAT

2) ABHBIRFA AP, FEBHBREBHE 30%~80%, CBAM fESATLY £
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AR [7) R=REE(SIE

SOOCHOW SECURITIES (HK)

WAE, & e R 5R | 2k F K B 2025 F 4 PET & b KT 25%, 2030 “F & F 30%,
B BAE R A=,

4.2. CBAM #EBMNEEFHIE], ek KEKTHE EREN
BRHE B ArAL B &BK A AR AR T AEE, EMNTGHE AENKR T LT KN,

1) X&) b fe M BOBHEE Hm K, T BB bmi i ERFHBMN AT, AL
KRR RAEHAAE K, KENRED] F Fo b 3B IR 30 F, 30 SFIEIIE(EE] 45T HE
AATE AR K e ) B R X B R EX, itsiA % e & ER T R E T i
WE, RSN EATREEIRBET G HNAEKE, KEETHHLTRINE, A
2021 4 7 A RE A B KT G4k, BREH RN AR 40~60 /b 2 A5 K5,
ME 20226 A 22 B, RELEKTHEEANEH 60 Lk, BRBKTHZH 4 W
BUR T AATE, 2021 VA RBAR G 2030 FA4E B AR, @EZﬁiJrzﬁqﬂt%‘fé@%ﬁiJuﬁi
AT 2022 4 2 A RS RA 96 BRL/AL, ARE 2022 4 6 A 22 B, BCABRSLTMNE
7y 81.42 AUk, K EBMNEBK BN RHRKNEIE, AEGL—F LATEN.

B3: &K EHAERTIHHEILEBMAEL 40~60 7T/ Fh

80

60
40
20
0
o o § o § o § o § o § o
AN M N R S MRS G M ARERN AR MERA
N W\ W\ N N N N A 5 N N
& & & ,,\\ Q> K Kyid P N2
P S e R et Y
> %T%/xﬁm’( A ( (Fg() KA (/)

B R: Wind, R ZIEFAFT T

B4: 2021 AR B RBEFABNLEENFRENER T HE
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AL AR ) RRGEE(SE

SOOCHOW SECURITIES (HK)

_ - BOMER:
B S s=me: ;i
RMRET | REFEN, BRAL, WS | ARRENS, coispissnpR, ¢ | o BEEIRE
X DMEE | RN, SRR Eme kR N
100 -; 0 TG ISZ. i &l

|,
iy

2007/4/9 2009/3/20 2011/3/3 2013/2/11 2015/1/12 2016/12/12 2018/11/9 2020/10/1

EUAM 86 3t (BRA) —EEX4a % i (BA)

KR Wind, BRM AR X5 PT (EEX) BW, KREZIEAFTA

2) CBAM 5B Fodk = BB MBH4, EXAQEEKEmiE KBS EREKTH
FH, RE CBAM £, 4ttt o =& prdega—eb s Hak, 30 B AL FE—
7K CBAM wFRiE, BRER R Tt A &R BIaRHRBTL T4 F M, AT
J 49 CBAM W, FHAEM A, Ak faf WA b g S E R, 3T B 449 CBAM &
THRIEHKEY, TRERAREZBELEFOLRHRPE, 108 THLRE, A
ST D R EAEAL, TR T FRAER L E O EIR GRS, 48 L FHLHR
e, H0F SRR XA B A A B AT QBB R AN, EFRAKT AR T A&
ABRFHAA, CBAM 8 K& Anik & B KT 39 5 B RT3 e)dedh, WhEM LAT,

5. HiNEE

Gl ——RH T T AEMERAKE KRB, EBER R AR [ = sk ek 1
[RBEEAH) [FrRe] 5,

Sf——FE BN KRR IREPLAR. LT T k&) F SR B R AR &AM,
H AR TNERTE TR AL R B S BRI RAUR K R AT R A SRR R K, &
WkiE: D oka A [UFRRL [RERRL [£X Ak 2) ik &HEH:
iz Dkt ) [RE0Rn ), Bitab g gt [d] Bzesi] LK
) [£45R]) (259 )

FAEFR——REZHFUATIHUBERE. TEXEZLETRL [FEIR]
FHAwEi [RFBRmY, BFAEH [Z8aE) [ZAFAY BT RL [3E30
) B ERAS [LFRae). [ERRR] [FA4FE]
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IR () RREEEE

SOOCHOW SECURITIES (HK)

6. KFRT

1) BORERETH
2) FIERBRA AT

3) fTE$imA
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S AR B o EEEE%(E,E)

2HTIF B BA

AAVAEN I R 2B B B ARGRAE, RE FTE AT A L& 34 o R e R
A TF TR REATAZANAI L AAT RRE TR EAREAINE TE
. RAERE R, REAERNEME RAAFIAL X, LERIATFRTIELRK
FIZBAFRMRIE, TR AT AR EIAE BT 7 R =L 5 P RARIE,

A BWEFR:
IR LG T AT N T A L FARAT AN B R R A B8, 5
A HRAE.

FE R AT L3 B SR B FF TR 5 45 5 AR THARAT TAE AT R 344,

RN R IRRAFGFARNFERLFAR / 47 / 3 BSEE A 69 1ET 5] 2
JESRITAE T Rt F 2EF,

FRR AT R RILIR R ATERIME LR R / 547 /35BS B W 61T 8] 2
FTERS RIS

RZIEABEFFRZEA NS (TARTRZIEARFRI K AN 1) RLE
B8] IR BA AL PP  RAT A T 39 T AMEE IhSod Lag M 4.

AR RAEA B PR R B8] FF3E RIS T AT N8 IEAZ T E K

AZIEAE R ER NG H5RE FRE| 6908 ERILA 12 N RRAE
ITHEFARAT L S 2

AR FIEAE R E B8] R HZIRE M IR 5 b ik 8] KA AEAT A
HER,

ST EA
AREHAXIEAEFRHE, AR ZIEABROGE AR, AN RE#E
BANE) RARE AL B P . JeAEAT ) ik 8 48 X 69005 ) 3 Ao ) B2 A S PR R %
JEA B TR &) A ARAERIRE, A AT IERIRE 09 B AR R AT 2. KPR R4S
8 S B — R T L, R JEIEMARIRE AT R A2 R BT 2.
UKL, EFBAFRAFANE R, HEMSA TR FEEFIEA. ZH 50,
R G R R A Gk T E g 2230, 18 TR FAR b Ak 45, FAE B AT
BRBAT AT G H, BT EAERIR A, M. 2iF. Bk, EXF/ R
FS B I AEM B R R R A EAZ A R FAFE A TR B At TR
M, AR B2 AR EEE EFB LR,
AARE FT E AR ZE LK A SR T R RIEA B R 12 28358, 124 ik
F B R A b A b R T A AR AT K6 B . ThiE . 3R BARIE (R
ATRKRT), TEER/ FEHEFHFILT, ARIESE R RHAIRE T
BZ A LA ARIAAT AR, AR A A TR AR 52 5] B
AARE TR R Z B LRI A F AR B 69387, F°T T 2R mBREAd
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S AR B o EEEE%(E,E)

fn. R A A BLIASL, AIREFTT| A 94T L S 438 3R EEAE R I, ITAERIT
TRAEH B BRI ERTw. AR, HFIEAERTRA T RRRL.
WL EFH T ik B 5 ARE T E I, R4E AT R —E A RARE . AP
FIT R 8% TR A 35 =T A8 2K T A8 R 494B0% , AEATARR 49 B 7T e AR & Tk 4
FAEERF R, KRFIEASEFRITAARERFRIE TS — 22 FEI.

A ZIEAE RO E AR . AT AR I E A 45T 44 AR IE R RIRIL
FaAFfe . KRR B AT 7 ikt 1 Sk R B B A IA S RRE B LA R —8 e T
1A/ R GG, A E) EA L F LA GE S I P A 0 B AT .47
X%, REIEARFRALER NG 0L ST, wh EK T ARIRE NPT A
AYAEAT 2 8] ZAE S BRAT A 7 au b, FLPTAE B 693850 2 5T fe B R3R4E PTid UL, & 5
R—E,

RIRE BTN 23 BAUE, ARIE R A A . RIRE AR YT R Z R
FERIA, REANIFE, TIFOAEAMF XELH . 2L A RIRE F o915
FTRA. RIREANE S B I, AT TRAFAALAT 3] ik 4B T 937 1A
1R 2 RABHLIM 3 kB AT FIRE R A AT M) A R IEATIEA . T Z o0,
5y R R A MR T E R FAEAE R R Ie B A% B AR AT 84035 W vT 6 B
AR | AT AR, MERMA.

% 7 5 A

A FAEA B 5T G AR R0 DU T A b B H ARIRE PR IE A ZATA
ZRRFR Ly, AT AR R EAT AR FTARAT L SRS RBH LS, &/ KT
A R EATAZAEF R R E A KT T H ORI M H R T R R
HMATR . T RERI R ZIEAE FRA /R AARE AR T RA LR A ARE R
FIf 8L & A 6 B A B 07 R, 35 2 AR A AT R A R R — 15
RIE.

RIRE B AP EAT &I A4 R & B L LTk FIE . TTHE| e
F AR E TS B A FAEA E R R G Rk AR R BT B £ F R4 E B 4
FA K E S G EFTHR . B BRI E) i F SRR A RRE K. BlH
IR B AT A IRAE D AR A5 A & Mo i) iR AR B

AT
NE] ’Eﬁ’ﬁ“ﬁ}?&
FEN: FHIRR 6 AN A AR KER M AR K EEAE 15% Ak
¥ WA K 6 AN AASBRERWEARRT KEAT ShE 15%14);
b AR KR 6 AN AARIKREE PR ART K AT -5%5 5% 0A);
B AR 6 AN A AR ERR@ARRT K AA-TF-15%5 5% 14
£l FHAR 6 N AAERERMEAI K AE-15%WA T,
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RITIES (HK)

A7 A% F AP
WH: WAARKR 6 AMAN, AT hdsHART R T R SUA E;
B FAIARKR 6 AA A, ATF8EARRT K E-5%Y 5Y%;

AR 6 ANA A, ATIeFARRT 5T KA SUA k.,

R ZAESE FRZ A R E)
1 Queen’s Road East, Hong Kong
FRELBRER1FTRFT B3 E 1T #

b Tel %: (852) 3983 0888 ()| (852) 3983 0808, (% AMRS) " [
Y WY W ' )

INSIRTE:

Level 17, Three Pacific Place,

. http: //www. dwzq. com. hk/
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