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Prices drop following unprecedented tariffs 

 

 
 
 

 

 

 

 

 

 

 

Introduction  

Carbon prices plunged to levels last seen twelve months ago after a temporary surge in late March. The decrease in prices 

was driven by a decline in gas prices following the announcement of the sweeping global US tariffs on 2nd of April, which 

was beyond expectations both in terms of their scope and levels. The tariffs have led to deterioration of the global economic 

outlook. Lower expected Asian demand, a main competitor for LNG, relieved the tightness in the market and drove European 

gas prices downwards. Carbon prices closely followed the movement of gas, as the correlation between the two markets 

remains at high levels. Accordingly, market positioning has moved back to more neutral levels, as traders unwound long 

positions. Meanwhile, new emission data shows a reduction of 2.3% in 2024 compared to 2023, where emissions witnessed 

a decrease in the power and industrial sectors, while that of aviation observed an increase. Furthermore, the carbon market 

remains responsive to weather conditions and geopolitical developments. EUA prices were trading around 66 EUR/tCO2 at 

the time of writing. 

Carbon market developments 

The correlation between carbon and gas prices remained strong for the sixth month in a row. After rallying early this year, 

gas prices have fallen significantly due to a number of factors: warmer weather as we exit the heating season, possibility of 

a flexible storage plan by the EC, advancements in peace talks between Ukraine and Russia, and the sweeping global 

Carbon prices plunge as tariffs eases uncertainty   Gas prices remain a driving factor for EUA prices 

€/tCO2  Prices are indexed to 1/1/2024. Correlation in percentage (right legend) 

 

 

 
Source: Bloomberg, ABN AMRO Group Economics  Source: Bloomberg, ABN AMRO Group Economics 
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• Carbon prices are expected to hover around 66 EUR/tCO2 in May, while 

reacting to weather conditions, and geopolitical risk 

• Gas prices continue to drive EUA prices, with a strong correlation 

between the two markets 

• US tariffs reduced growth expectations for Asia, easing competition for 

LNG cargos to Europe and lowering European gas prices 

• Geopolitical tensions and uncertainty around US tariffs saw a wind down 

of speculative long positions and the market is now neutral  

• 2024 emission data for EU27 countries showed a 2.3% decrease, with 

power and industrial emissions down, but aviation emissions up 
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tariffs imposed by the new US administration. More precisely, the US government announced reciprocal tariffs that 

exceeded all expectations, with minimal 10% blanket tariff on all countries and higher rates for specific nations. These 

tariffs deepened concerns on global growth outlook. Although Trump subsequently announced a 90-day postponement of 

these tariffs (except for China), uncertainty still dominates the markets. You can read more about the potential macro 

impacts of the tariffs in our most recent notes here and here.  

At their announced levels, the US tariffs have induced lower growth expectations for Asia, reducing the competition for 

LNG cargos coming to Europe and decreasing European gas prices. Carbon prices followed closely the developments in 

the gas market as the correlation between the two markets remains high, as illustrated in the chart above (right).  

The tariffs on European exports are expected to adversely affect European growth over the coming months. However, the 

90 days pause is expected to induce a front-loading positive effect on growth in the second quarter of 2025. Additionally, 

the impacts of the tariffs will be mitigated by the EU fiscal stimulus targeting infrastructure and defence spending. Though 

such impact will take time to come through but once it does it helps drive a recovery during the course of 2026. 

Accordingly, the recovery in industrial output and emissions could witness a slowdown in the second half of 2025 before 

picking up in 2026. Meanwhile, in 2026 the Border Carbon Adjustment Mechanism (CBAM) is expected to get into force. 

CBAM would, in theory, level the playing field between domestic and foreign producers in the EU market. The 

implementation of CBAM would also mean that many industrials will lose their free allowances which could decrease 

profitability and induce pressure on producers with relatively high emission profiles.  

With regard to maritime emissions, the wide scope and high levels of the tariffs are expected to hit trade flows and global 

shipping adversely. In consequence, we expect the tariffs to hit emissions for voyages involving European ports, inducing 

lower demand for EUA from that sector, especially in the second half of 2025.  

Meanwhile, the newly published 2024 compliance emission data for EU27 countries showed a decrease of 2.3% 

compared to 2023, as illustrated in the chart below (left). Both power and industrial emissions witnessed a decrease in 

their emissions, while aviation emissions saw an increase. You can read more about recent emission trends across 

countries in our recent note here.  

Geopolitical tensions and high uncertainty associated to the final scope and level of the US tariffs, and their corresponding 

impacts, induced a shift in market sentiment in the EU carbon markets with traders winding down long positions, as can be 

seen in the chart above on the right. However, the market is now neutral in terms of net positions, suggesting that there is 

still scope for more bearish sentiment to take hold.  

In that regard, as geopolitical risks mount, we could see some interventions within the EU carbon market, like those taken 

in the aftermath of the energy crisis, where a front-loading of allowances was used to finance REPower EU packages. That 

said, there are also some calls for the postponement of EU-ETS2 for one more year towards 2028. Some member 

countries also calls for the postponement of CBAM. Such change in timelines and climate regulations would translate into 

less incentives for reduce emissions and prolonged higher emission levels and lower carbon prices but all this is highly 

uncertain. 

Aviation emissions edged higher in 2024  Market sentiment is neutral now 

Million metric ton of CO2  Number of contracts (Thousand) 

 

 

 

Source: European Union Transaction Log, BloombergNEF  Source: ICE, ABN AMRO Group Economics 
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Outlook 

As the current supply uncertainty remains in the gas market, the correlation with carbon prices will remain in play, and 

prices will be responsive to any rise in geopolitical risks, especially those related to the current trade war, or the levy of 

new sanctions that affect energy markets, cost structures, output, or emissions. At the same time, weather conditions will 

remain a source of volatility in the carbon market during the coming months through their impact on power generation. 

Accordingly, as things stands today, we expect carbon prices to hover around 66 EUR/tCO2 in May. We still expect a 

rebound around the surrender date (30th of September), but we think the impact will be mitigated by the expected 

slowdown in global economy which will negatively affect demand from the industrial and power generation sectors. Thus, 

our outlook for Q3 and Q4 is revised slightly downward towards 70 EUR/tCO2 (was 73) and 73 EUR/tCO2 (was 78). The 

table below summarizes our EUA price outlook for 2025.  

 

  May-25 Q2-25 Q3-25 Q4-25 

EU-ETS Outlook 

(EUR/tCO2) 
66 67 70 73 

  



 

4 

 

DISCLAIMER 
ABN AMRO Bank N.V., with registered office at Gustav Mahlerlaan 10, 1082 PP Amsterdam, Netherlands (AA), is responsible for the production and the dissemination of this document, which has been 

prepared by the individual working for AA or any of its affiliates (except ABN AMRO Securities (USA) LLC) and whose identity is mentioned in this document.  

This document has been generated and produced by a Fixed Income Strategist (“Strategists”). Strategists prepare and produce trade commentary, trade ideas, and other analysis to support the Fixed 

Income Sales and Trading desks. The information in these reports has been obtained or derived from sources that are publicly available, such as Bloomberg and LSEG; AA makes no representations as 

to its accuracy or completeness. Although AA has a strict rule using only the most reliable sources, these sources might not meet that rule at all times. The analysis of our Strategists is subject to change 

and subsequent analysis may be inconsistent with information previously provided to you. Strategists are not part of any department conducting ‘Investment Research’ and do not have a direct 

reporting line to the Head of Fixed Income Trading or the Head of Fixed Income Sales. The view of the Strategists may differ (materially) from the views of the Fixed Income Sales and Trading desks or 

from the view of the departments conducting ‘Investment Research’ or other divisions. 

This document has been prepared by AA and for the purposes of Regulation (EU) No. 596/2014 and has not been prepared in accordance with the legal and regulatory requirements designed to 

promote the independence of research. As such regulatory restrictions on AA dealing in any financial instruments mentioned in this marketing communication at any time before it is distributed to you, 

do not apply. 

This document is for your private information only and does not constitute an analysis of all potentially material issues nor does it constitute an offer to buy, hold or sell any investment. Prior to entering 

into any transaction with AA, you should consider the relevance of the information contained herein to your decision given your own investment objectives, experience, financial and operational 

resources and any other relevant circumstances. Views expressed herein are not intended to be and should not be viewed as advice or as a recommendation. Any views or opinions expressed herein 

might conflict with investment research produced by AA. You should take independent advice on issues that are of concern to you.  

Neither AA nor other persons shall be liable for any direct, indirect, special, incidental, consequential, punitive or exemplary damages, including lost profits arising in any way from the information 

contained in this communication. 

This document is not intended for distribution to, or use by any person or entity in any jurisdiction where such distribution or use would be contrary to local law or regulation. In particular, this 

document must not be distributed to any person in the United States or to or for the account of any “US persons” as defined in Regulation S of the United States Securities Act of 1933, as amended. 

CONFLICTS OF INTEREST/DISCLOSURES 

AA and its affiliated companies may from time to time have long or short positions in, buy or sell (on a principal basis or otherwise), make markets in financial instruments of, and provide or have 

provided, investment banking, commercial banking or other services to any company or issuer named herein.    

Any price(s) or value(s) are provided as of the date or time indicated and no representation is made that any trade can be executed at these prices or values. For a list of all Fixed Income 

recommendations that AA disseminated in the preceding 12 months, we refer to our latest Fixed Income Convictions publication on our website https://insights.abnamro.nl/en.   

AA undertakes and seeks to undertake business with companies, financial institutions and public sector organisations covered in its reports. As a result, investors should be aware that AA may have a 

conflict of interest that could affect the objectivity of this report. AA and/or an affiliate regularly trades, generally deals as principal, and generally provides liquidity (as market maker or otherwise) in 

financial institutions thereof, that might be the subject of this report.  

Furthermore Strategists routinely consult with AA’s Sales and Trading desk personnel regarding market information including, but not limited to, pricing, spread levels and trading activity of a specific 

fixed income security or financial instrument, sector or other asset class.  

AA is a primary dealer for the Dutch state and is a member of the Bund Issues Auction Group for the German state. Furthermore, AA is a member of the Market Group of the EFSF as well as ESM. To the 

extent that this report contains trade ideas based on macro views of economic market conditions or relative value, it may differ from the fundamental credit opinions and recommendations contained 

in credit sector or company research reports and from the views and opinions of other departments of AA and its affiliates. Any graph or other illustration that is displayed in this document and includes 

(a comparison of) financial instruments is intended for illustration purposes only and does not contain any investment recommendation, unless otherwise stated in this document.  

Trading desks may trade, or have traded, as principal on the basis of the research analyst(s) views and reports. In addition, Strategists receive compensation based, in part, on the quality and accuracy 

of their analysis, client feedback, Trading desk and firm revenues and competitive factors. As a general matter, AA and/or its affiliates normally make a market and/or trade as principal in securities 

discussed in marketing communications. 

Recommendations made are not part of any agreement with the issuer company (including financial institutions and public sector organisations. The author of this recommendation has not consulted 

any issuer or external party before disseminating the recommendations made in this publication.  

AA has clear policies and restrictions with regard to personal account dealing, including restrictions for Research analysts from trading in any financial instruments they cover.  

Within our publications we regularly use the term fair value. Fair value does not constitute a long term investment recommendation and only applies to the date of issuance of the financial instrument 

and the market conditions on that day. For this reason we do not keep a history list with fair values. 

Publications from Group Economics are being published periodically, depending the market circumstances and are subject to change at the time of changing market conditions. 

AA is authorised by De Nederlandsche Bank (DNB), the European Central Bank (ECB) and regulated by the Autoriteit Financiële Markten (AFM) for the conduct aspects of its business in the Netherlands 

and the Financial Conduct Authority for activities undertaken in the United Kingdom.  

Copyright 2024 ABN AMRO. All rights reserved. This communication is for the use of intended recipients only and the contents may not be reproduced, redistributed, or copied in whole or in part for 

any purpose without express prior consent from AA. This marketing communication is not intended for distribution to retail clients under any circumstances.   

 

 


