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CERTIFICATE REPORT May 2022
ACCU

ACCU prices rallied following the Federal Election on May 21,

Spot trading opened the month at $28.25, a rise of 25 cents from April’s close. However, the market soon
moved lower again and hit the month’s nadir of $27.95 on May 6. Prices were little moved from there until
after Labor’s win in the Federal Election. Their policy of reducing the Safeguard Mechanism baselines by 5
million tonnes per annum, as well as increasing the number of companies subject to the policy, is expected
to increase the demand for ACCU’s in the future. The first trade on the following Monday was struck at $35.50
and that was where the price stayed for the rest of the month. Turnover totalled 489,000 ACCUs.

The forward market saw 160,000 certificates trade for delivery from August this year to February 2023. These
traded at an implied interest rate of around three percent.

SERE: ACCU trading 2019 to date VOLUME

60 10/000]0)

35 350000
50

300000
45

40 250000

35 1 200000

0 150000
25

100000
20

15 50000

) ) ) ) %) ) ) Q Q Q QO O o P2 N " N N 9% 9% 9%
N N N N N N 1% O % 4% Q% W Q% 4% V % % % % 4% 4%
P o o 4P o PP P P G P S P P P o P PP P
oF oF o A AR D R A Y D P WP

= o8
v\@ v\@)

= Volume Average Weekly price




NSW ESCs

ESC creation fell while market prices gyrated in response to developments in the VEEC market.

New certificate registrations for May fell to 316,500. Despite the drop the number of certificates in the
Registry is over 300,000 ahead of what is required for the year’s surrender target after only 5 months of the
year, and June is traditionally a big month for creation.

The spot market opened 25 cents lower, at $34.00, maintaining the slide seen last month. Prices continued
to decline on the expectation of increased certificate supply from new creation methodologies, especially the
one for refrigerated cabinets which has flooded the VEEC market. The month’s low was seen on May 23" at
$29.25. At that point further losses were expected, however an unexpected reversal of the laxity of the
refrigerated cabinet method in Victoria led to an expectation that the same could happen in NSW and the
price rocketed higher, getting back to $34.00 before closing at $33.75 on turnover of 232,000 ESCs.

The forward market was very active with 905,000 certificates trading for delivery from late May to November
2023. The curve sloped slightly upwards with trades setting from late 2022 onwards gaining a premium of
around 50 cents over the prevailing spot price.

ESC Outstanding Vs Surrender Target 2022

ESC 2022 creation Vs required to meet target
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LGC prices were little changed at the near end of the curve while big moves further out saw the curve flatten.

The spot price opened unchanged at $48.50 and drifted lower for the rest of May, hitting a mid-month low

Renewable Energy Certificates

of $47.25 before closing at $47.50 on turnover of 405,000 LGCs.

Calendar 2022 (February 2023 Delivery) opened at $48.00 and fell to a low of $47.50 before closing at $48.50
for a gain of 50 cents on volume of 363,000 certificates. Calendar 2023 gained $1.25, opening at $45.50 and
dipping slightly before rallying to a close at $47.00, a new high for the contract. Volume there was reported

as 535,000 LGCs.

Calendar 2024 bucked the upward trend, closing at $39.75 for a loss of 45 cents on turnover of 205,000
certificates while Calendar 2025 shed 5 cents, closing at $33.75 on volume of 145,000 LGCs. The big movers
were Calendar 2026 and 2027 which closed at $30.75 and $22.50 respectively. This represented a gain of
$3.25 for 2026 on turnover of 140,000 LGCs while it was an increase of $3.50 for 2027 on volume of 190,000

certificates.
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Small Technology Certificates (STC)

STC creation rose slightly while certificate prices were unhanged due to the large deficit in the Rec
Regitry.

New certificate registration rose to 2.7 million, a rate still insufficient to supply all the certificates
needed to meet this year’s surrender target. At the end of the month the Registry was still in deficit
to the tune of around 2 million STCs resulting in very little certificate trading.

The spot market saw a total of 146,000 STCs trade throughout the month, all at $39.95.

In the forward market 365,000 certificates traded for delivery between July this year and February
2024. Deals settling in the rest of 2022 were struck at $39.80, revealing little market expectations of
a large increase in certifiate supply any time soon. Those for 2023 and 2024 were struck at $39.15.

Weighted Average Weekly STC Price 2017 - 2022
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VIC VEECs

VEEC prices went on a roller coaster this moth as a policy backflip roiled the market.

As expected the new refrigerated cabinet methodology saw an onslaught of VEEC supply with
creation for May being 70% higher than April, coming in at just under 1.1 million VEECs. This brings
the surplus in the Registry to 1.7 million certificates with seven months to go.

The spot market actually opened 50 cents higher, at $57.00, but as the creation numbers came in the
price continued the recent fall and eventually hit a low of $51.25 on May 16" as market participants
positioned themselves for considerable future certificate surplusses. Then the Essential Services
Commission, which had affirmed the methodology for refrigerated cabinets only three weeks earlier,
announced that they were inclined to reduce the number of certificates granted under the method
by half, and perhaps look at further restrictions on the installations. They called for submissions to a
consultation with a cut-off date of June 6.

The reaction was immediate with the VEEC price zooming back to hit $70.50 before some profit
taking and market supposition that any change would surely be eased in gradually rather than all at
once saw the rice decline again to close a volatile month at $65.00 on turnover of 432,000 certificates.

These whirlwinds led to a very active forward market with 2.277 million VEECs trading for delivery
from June 2022 to December 2023. At month’s end deals settling in the remainder of 2022 were being
struck in line with the prevailing spot level while those for 2023 saw a premium of 50 cents to $1.00
as the maturity increased.

VEEC Outstanding Vs Surrender Target
2022
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Weekly VEEC Data
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