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COP28: Key outcomes and next steps

This report summarises the key developments at the 28™ session of the
Conference of the Parties to the UN Framework Convention on Climate
Change (COP28), which was scheduled to take place from 30 Nov 2023 to 12
Dec 2023 but went into overtime till 13 Dec 2023. This was because countries
were far from consensus on key issues such as the Global Stocktake® text,
Article 6 negotiations and many other issues towards the final days of the
conference. Overall, COP28 was successful in some ways but a
disappointment in others. It reflects the complexity of the climate crisis and
signifies the importance of international collaboration towards collective
global climate action.

Historic deal on transitioning away from fossil fuels

A final negotiating text on the first ever Global Stocktake of the Paris
Agreement was agreed upon by nearly 200 countries at COP28, urging a
‘transition away from fossil fuels in a just, orderly and equitable manner, so
as to achieve net-zero by 2050°. This is significant as it is the first time in
history a clear text on the transition away from fossil fuels has been agreed
upon. However, the text lacks fixed timelines and allows room for different
interpretations of the text.

Over 100 countries initially lobbied for stronger language in the agreement
to ‘phase out’ oil, gas and coal use, but this was met with strong opposition
from Organisation of the Petroleum Exporting Countries (OPEC) members
and other oil-producing countries. While the final text signals the beginning
of the potential end of the fossil fuel era, the deal should translate into
tangible targets and actions for the green transition to happen on the
ground. Otherwise, it is unlikely that the transition away from fossil fuels can
succeed to achieve net-zero by 2050.

This also highlights the need for developed countries to provide financing in
a way that is helpful to developing countries in their transition away from
fossil fuels. For example, Indonesia has temporarily excluded private coal
power plants from its Just Energy Transition Partnership (JETP) plan to
decarbonise its power sector, as the financial package had high interest on
loans with only a small proportion in grants. This proved challenging for
Indonesia to transition away from coal while staying competitive as an
economy. Therefore, authorities require more time to work out how to
protect the nickel smelting sector.

! The Global Stocktake, established under Article 14 of the Paris Agreement, is designed to assess the world’s collective
progress towards tackling the climate crisis and, and identify the gaps and opportunities to bridge the gaps in order to chart a
better path forward. It is conducted every five years to ensure that stakeholders are increasingly ambitious to achieve the
goals set out in their Nationally Determined Contributions (NDCs), to guide them in stepping up climate action and

international cooperation.
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Tripling renewables and doubling energy efficiency by 2030

The Global Stocktake text calls on countries to triple renewable energy
capacity globally and double the global average annual rate of energy
efficiency improvements by 2030. However, it remains unclear how
countries will pay for the clean energy transition they have committed to.
This serves as a strong signal to stakeholders to mobilise investments in
renewable energy and scale up the necessary infrastructure.

Money matters

COP28 agreed to establish the loss and damage fund to be hosted through
the World Bank for the first four years, a significant step forward to help
developing countries that are most vulnerable to the impacts of climate
change. Several countries have pledged money to the fund, including
US$100m by the United Arab Emirates (UAE), US$108m by Germany,
US$17.5m by the United States (US) and USS$S10m by Japan. Climate justice
experts highlight that the funds should come as grants instead of loans, but
the nature and timing of the pledged funds remain unclear as few countries
have released details. The amount pledged so far still falls short of what is
required, and there are concerns that the operationalisation of the fund will
not be transparent.

Singapore’s Minister for Sustainability and the Environment Grace Fu
announced that Singapore will not be claiming from the loss and damage
fund and intends to galvanise financing for nations at risk instead. Singapore
also aims to support developing countries through the sharing of best
practices in climate adaptation and resilience under the Sustainability Action
Package (SAP) under the Singapore Cooperation Programme (SCP). SAP was
launched at COP27 and courses under the initiative cover topics such as
adaptation and resilience-building strategies, as well as green project
management and financing.

The Asian Development Bank (ADB), Global Energy Alliance for People and
Planet (GEAPP) and the Monetary Authority of Singapore (MAS) signed a
Memorandum of Understanding (MoU) at COP28 to establish a blended
finance partnership to finance energy transition projects in Asia. Potential
projects include the early phase out of coal assets to be replaced with
renewable energy or decarbonisation projects. The three parties aim to
develop a pipeline of opportunities and deploy innovative and scalable
financing structures, with the aim of raising up to US$2b in concessional and
commercial capital from other partners. If successful in financing challenging
projects such as the early phase out of coal-fired power plants, the
partnership can accelerate decarbonisation and energy transition efforts in
Asia.
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Lack of progress on Article 6 undoubtedly a setback for carbon markets

A breakthrough at COP28 on operationalising Article 6 of the Paris
Agreement on carbon credits was highly anticipated, but this failed to
materialise and is now slated for discussion at COP29. Parties could not reach
a consensus on both Article 6.2 (guidance on bilateral or multilateral trade of
carbon credits) and Article 6.4 (mechanism for trading greenhouse emission
reductions), with much of the disagreements surrounding the rules around
carbon removals and the issue of transparency over the final text.

The operationalisation of Article 6 could have provided new structure for the
global carbon market and increased market demand for carbon credits. This
makes the lack of progress on Article 6 disappointing, as it is likely to hinder
the growth of high-integrity voluntary carbon markets. Although no text is
better than a bad text, the failure to progress still sends a negative signal to
the market and may lead to further uncertainty for countries and project
developers.

Regardless, several Article 6.2 agreements were signed on the sidelines of
the conference. For example, Singapore has substantively concluded
negotiations on separate implementation agreements with Bhutan and
Paraguay at COP28. Singapore also signed MoUs for collaboration on carbon
credits with Costa Rica, Fiji, Rwanda and Senegal. In addition, Singapore and
Papua New Guinea signed an implementation agreement on carbon credits
cooperation, marking the first Article 6.2 implementation agreement for
Singapore.

Nearing the end of the conference, Singapore’s National Climate Change
Secretariat (NCCS), together with carbon crediting programs Gold Standard
and Verra’s Verified Carbon Standard (VCS) Program, announced a
collaboration to support countries in using carbon credits to achieve their
NDCs. These organisations will be developing a playbook outlining standard
operating procedures that countries can use to certify emissions reductions
and removals, with the aim of completing the playbook by mid-2024. This
playbook can support countries in implementing Article 6 activities and
accelerate the achievement of their climate goals.

Food and agriculture systems

Almost 160 countries, covering nearly 80% of the world’s land, signed the
COP28 UAE Declaration on Sustainable Agriculture, Resilient Food Systems,
and Climate Action, committing to integrate food and agriculture systems
into their climate plans by 2025. Signatories include major greenhouse gas
emitters and key players in the food system such as Argentina, Brazil, China,
the EU, Russia and the US. This pledge may unlock more funding for food
sector-based decarbonisation solutions and encourage greater awareness on
more sustainable diets.
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What'’s next?

After COP28, the attention is now on stakeholders to turn the goals agreed
upon at COP28 into actions and ensure there are sufficient funds to
implement them. The success of pledges made at COP28 will be dependent
on how countries follow through with policy reforms and actions at the
national level.

Countries will need to incorporate new targets into the next round of NDCs
that are due in 2025, covering the period up to 2035. Taking guidance from
the Global Stocktake, it is expected that countries submit more ambitious
NDCs that include plans for climate adaptation, energy transition efforts, as
well as loss and damage.

Despite the lack of progress on Article 6 at COP28, country-to-country carbon
credit cooperation is expected to continue. Numerous agreements signed
and projects underway offer a glimmer of hope in an otherwise uncertain
landscape for carbon credits following COP28. Approval of Article 6
discussions are likely to be delayed till COP29, set to take place in Baku in
2024.

Sources: Bloomberg, Channel NewsAsia, Guardian, Ministry of Sustainability and
the Environment, Monetary Authority of Singapore, Reuters, S&P, World
Economic Forum, World Resources Institute, United Nations Framework
Convention on Climate Change

Global Markets Research & Strategy



GLOBAL MARKETS RESEARCH QQOCBC
ESG

19 December 2023

Global Markets Research & Strategy

Macro Research

Selena Ling Tommy Xie Dongming Keung Ching (Cindy) Herbert Wong

Head of Strategy & Research Head of Greater China Research  Hong Kong & Macau Hong Kong & Macau
LingSSSelena@ocbc.com XieD@ocbhc.com cindyckeung@ocbcwh.com herberthtwong@ocbcwh.com
Lavanya Venkateswaran Ahmad A Enver Jonathan Ng Ong Shu Yi

Senior ASEAN Economist ASEAN Economist ASEAN Economist ESG
lavanyavenkateswaran@ocbc.com  ahmad.enver@ocbc.com JonathanNg4@ochc.com ShuyiOng1@ocbc.com
FX/Rates Strategy

Frances Cheung Christopher Wong

Rates Strategist FX Strategist

FrancesCheung@ocbhc.com christopherwong@ocbhc.com

Credit Research

Andrew Wong Ezien Hoo Wong Hong Wei Chin Meng Tee
Credit Research Analyst Credit Research Analyst Credit Research Analyst Credit Research Analyst
WongVKAM®@ocbc.com EzienHoo@ocbc.com WongHongWei@ocbc.com MengTeeChin@ocbc.com

This publication is solely for information purposes only and may not be published, circulated, reproduced or distributed in whole or in part to any
other person without our prior written consent. This publication should not be construed as an offer or solicitation for the subscription, purchase or
sale of the securities/instruments mentioned herein. Any forecast on the economy, stock market, bond market and economic trends of the markets
provided is not necessarily indicative of the future or likely performance of the securities/instruments. Whilst the information contained herein has
been compiled from sources believed to be reliable and we have taken all reasonable care to ensure that the information contained in this
publication is not untrue or misleading at the time of publication, we cannot guarantee and we make no representation as to its accuracy or
completeness, and you should not act on it without first independently verifying its contents. The securities/instruments mentioned in this publication
may not be suitable for investment by all investors. Any opinion or estimate contained in this report is subject to change with out notice. We have
not given any consideration to and we have not made any investigation of the investment objectives, financial situation or particular needs of the
recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability whatsoever is accepted for any loss arising
whether directly or indirectly as a result of the recipient or any class of persons acting on such information or opinion or estimate. This publication
may cover a wide range of topics and is not intended to be a comprehensive study or to provide any recommendation or advice on personal
investing or financial planning. Accordingly, they should not be relied on or treated as a substitute for specific advice concerning individual
situations. Please seek advice from a financial adviser regarding the suitability of any investment product taking into account your specific
investment objectives, financial situation or particular needs before you make a commitment to purchase the investment product. OCBC Bank, its
related companies, their respective directors and/or employees (collectively “Related Persons”) may or might have in the future interests in the
investment products or the issuers mentioned herein. Such interests include effecting transactions in such investment products, and providing
broking, investment banking and other financial services to such issuers. OCBC Bank and its Related Persons may also be related to, and receive
fees from, providers of such investment products.

This report is intended for your sole use and information. By accepting this report, you agree that you shall not share, communicate, distribute,
deliver a copy of or otherwise disclose in any way all or any part of this report or any information contained herein (such report, part thereof and
information, “Relevant Materials”) to any person or entity (including, without limitation, any overseas office, affiliate, parent entity, subsidiary entity
or related entity) (any such person or entity, a “Relevant Entity”) in breach of any law, rule, regulation, guidance or similar. In particular, you agree
not to share, communicate, distribute, deliver or otherwise disclose any Relevant Materials to any Relevant Entity that is subject to the Markets in
Financial Instruments Directive (2014/65/EU) (“MiFID”) and the EU’s Markets in Financial Instruments Regulation (600/2014) (“MiFIR”) (together
referred to as “MiFID II”), or any part thereof, as implemented in any jurisdiction. No member of the OCBC Group shall be liable or responsible for
the compliance by you or any Relevant Entity with any law, rule, regulation, guidance or similar (including, without limitation, MiFID Il, as
implemented in any jurisdiction).

Co.Reg.no0.:193200032W

Global Markets Research & Strategy 5


mailto:XieD@ocbc.com
mailto:herberthtwong@ocbcwh.com
mailto:JonathanNg4@ocbc.com
mailto:ShuyiOng1@ocbc.com
mailto:FrancesCheung@ocbc.com
mailto:WongVKAM@ocbc.com
mailto:EzienHoo@ocbc.com
mailto:WongHongWei@ocbc.com

