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Carbon Trading Market To Witness Increase In
Revenue Over The Forecast Period, 2032

The Advances in technology are one of
the main factors propelling the
development of the Carbon Trading

Market Industry. | |

CA, UNITED STATES, January 21, 2025 @ ! *’

/EINPresswire.com/ -- The Carbon v . v

Trading Market Size was estimated at

467.42 (USD Billion) in 2022 The O
Carbon Trading Industry is expected to
grow from 574.09 (USD Billion) in 2023
to 3,651.46 (USD Billion) by 2032. The
Carbon Trading Market CAGR (growth
rate) is expected to be around 22.82% during the forecast period (2024 - 2032)

Carbon Trading Market

The carbon trading market, also known as the emissions trading system (ETS), is a key
mechanism in global efforts to combat climate change. It serves as an economic tool to limit
greenhouse gas (GHG) emissions by putting a price on carbon. The market operates on the
principle of cap-and-trade, which sets a limit (or cap) on the total emissions allowed while
enabling trading of emission allowances between entities. This article explores the evolution,
structure, benefits, challenges, and future prospects of the carbon trading market.

Evolution of the Carbon Trading Market

The concept of carbon trading emerged in the late 20th century as governments and
international organizations sought effective strategies to reduce GHG emissions. The Kyoto
Protocol, adopted in 1997, laid the foundation for global carbon markets by introducing
mechanisms like the Clean Development Mechanism (CDM) and Joint Implementation (JI). These
mechanisms enabled developed countries to invest in emission reduction projects in developing
nations or other industrialized countries and earn carbon credits.

The European Union Emissions Trading System (EU ETS), launched in 2005, became the world'’s
first and largest carbon market. Its success inspired other regions and countries to establish
their own ETS, including China, South Korea, and California in the United States. These systems
now represent a significant portion of global emissions reduction efforts.
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How the Carbon Trading Market Works
The carbon trading market operates through two primary mechanisms:

Cap-and-Trade: Governments set a cap on total allowable emissions and distribute or auction
emission allowances to entities within the cap. Companies that emit less than their allowance
can sell surplus allowances, while those exceeding their limit must purchase additional
allowances or face penalties.

Carbon Offset Markets: Companies or individuals can purchase carbon credits generated
through verified projects that reduce, remove, or avoid GHG emissions. Examples include
reforestation, renewable energy projects, and methane capture initiatives.

Key Players in the Market

Climate Action Reserve

Australian Carbon Credit Units
American Carbon Registry

Tokyo CapandTrade Program
Shenzhen Carbon Exchange
California Carbon Exchange
Regional Greenhouse Gas Initiative
Alberta Carbon Trading System
Quebec CapandTrade Program
Gold Standard

earth

Western Climate Initiative
European Union Emissions Trading System
Verra

Benefits of Carbon Trading
The carbon trading market provides several advantages:

Economic Efficiency: By allowing companies to trade emission allowances, the market
incentivizes cost-effective emission reductions. Entities with lower reduction costs can sell
allowances to those facing higher costs, minimizing the overall expense of achieving emission
targets.

Encourages Innovation: The need to reduce emissions within a capped system drives innovation
in low-carbon technologies and processes.
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Generates Revenue: Governments can generate revenue through the auctioning of allowances.
These funds can be reinvested in climate initiatives, renewable energy projects, or infrastructure
development.

Supports Global Cooperation: Carbon trading fosters collaboration across borders by enabling
international investment in emission reduction projects.

Scalable Solutions: The flexibility of carbon markets makes them adaptable to varying regional
and sectoral needs.

Challenges in the Carbon Trading Market
Despite its benefits, the carbon trading market faces several challenges:

Complexity and Fragmentation: The lack of a unified global carbon market leads to fragmented
systems with varying rules, prices, and standards, complicating participation and reducing
efficiency.

Price Volatility: Fluctuations in carbon prices can create uncertainty for businesses and investors,
undermining long-term planning.

Carbon Leakage: Companies may relocate to regions with less stringent emission regulations,
undermining the effectiveness of carbon trading.

Verification and Fraud: Ensuring the integrity of carbon offset projects is critical. Instances of
fraudulent or unverifiable projects have raised concerns about the credibility of some carbon
credits.

Equity Concerns: Developing countries often lack the resources to participate effectively in
carbon markets, leading to disparities in access and benefits.

Regional Carbon Trading Markets

European Union Emissions Trading System (EU ETS)

The EU ETS is the largest and most established carbon market, covering sectors such as power
generation, manufacturing, and aviation. It operates in phases, with progressively tighter caps
and broader coverage. Recent reforms aim to align the system with the European Green Deal
and the target of net-zero emissions by 2050.

China’s National ETS

China launched its national ETS in 2021, initially covering the power sector. It is the largest
carbon market by volume of emissions covered. The system is expected to expand to include
additional sectors, enhancing its role in global climate efforts.

California Cap-and-Trade Program



California’s ETS, established in 2013, is linked with Quebec’s system under the Western Climate
Initiative. It covers multiple sectors, including transportation fuels, and has a robust system for
auctioning allowances and funding climate initiatives.

Other Regional Markets

Other notable markets include South Korea's ETS, the Regional Greenhouse Gas Initiative (RGGI)
in the northeastern United States, and emerging systems in countries like New Zealand, Canada,
and Japan.
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The Future of Carbon Trading Markets

International Collaboration

The Paris Agreement’s Article 6 provides a framework for international cooperation in carbon
markets. It aims to establish common rules for trading emissions reductions across borders,
enhancing market connectivity and efficiency.

Technological Integration
Advances in blockchain technology and digital platforms are being explored to improve
transparency, reduce fraud, and streamline carbon trading operations.

Expansion of Coverage

As awareness of climate change grows, more countries and sectors are likely to adopt carbon
trading mechanisms. Integrating sectors like agriculture, shipping, and construction could
significantly enhance the market’s impact.

Increasing Ambition
To meet global climate goals, carbon markets must drive deeper emission reductions. This will
require higher carbon prices, stricter caps, and enhanced regulatory frameworks.
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