MAKING WAVES: THE NEXT WAVE

ATTENTION À PARIS
The UN climate negotiations can seem disconnected from the real world, but investors and
businesses would be wise to pay attention this time, says Richard Chatterton
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IMPACT OF FALLING
RENEWABLE COSTS
We expect that the cost of renewables, in
particular roof-top solar PV, will continue
to fall and that over 10-15 years solar and
wind will become largely competitive with
conventional power plants, without the
need for government subsidies (Figure
1). Based purely on falling costs and the
dynamics of competitiveness, we expect
$250-350 billion/year will be invested in
renewables over the next 25 years – around
half of which in Asia – as solar and wind
dominate capacity additions around the
world (Figure 2).
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FIGURE 2: CAPACITY ADDITIONS AND RETIREMENTS (GW/YEAR)

This huge shift towards clean energy will
transform the global electricity system,
with renewables’ share of the generation
mix doubling from around a quarter today
to almost 50% in 2040. This is excluding
the impact of government intervention that
has not yet been implemented, so any
regulatory action favouring renewables
would provide further upside to the outlook.

BUT STILL MISSING 2°C
If the science is correct, global GHG emissions will need to more than halve over the
next 35 years and fall to zero before the
end of the century. Our analysis suggest
that power sector CO2 emissions will peak
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The Paris talks are based on a fresh round
of target setting, with each country setting

FIGURE 3: CUMULATIVE EMISSIONS IMPLIED BY INDC COMPARED WITH
BAU EMISSIONS (2012-30)

its own ‘Intended Nationally Determined
Contribution’, or INDC. The idea is that
if countries define their own targets, they
are more likely to support the eventual
agreement they helped to shape. The
negotiations can then focus on facilitating
domestic action and, using the INDCs as a
baseline, placing pressure on countries to
ratchet up their ambition.
Nearly every country has submitted its
INDC ahead of the Paris meeting, so we are
able to judge the minimum level of climate
action that each country plans to take. It is
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no surprise that, on aggregate, the targets
are still far from sufficient to put the world
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emission reduction targets, which will be

a decarbonisation rate of 3% per annum,
roughly half the level required, and a climate change scenario of 3-3.5°C. However,
the INDCs do provide some important signals about the varying trajectories of policy
intervention in different countries.
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