
























































Overreliance on CDR and 
international credits

More risks to the EU climate architecture and ETS1

 

 

 

 

 

Wijnand Stoefs, EU Team Lead at 
Carbon Market Watch



EU COM picture: overly rosy on CDR and int. cred.
• Big problems on top of Climact findings 
➢ Due to extra emissions allowed due to CDR and int. credits

• Important and flawed assumptions on CDR and int. credits
➢ They will be:

• High quality/high integrity, Cheap, and Available
➢ All three at the same time? Across both CDR and int. credits?

• If not: Another risk to EU climate framework

• Negative impacts of int. credits and CDR on ETS funds
➢ lower auction revenues + at least 50 billion euros spent on both

 

 

 

 

 



EU COM picture: overly rosy on CDR and int. cred.
•European Commission logic is troubling

➢ More flexibility or ‘emission space’ through CDR and int. credits

•The goal is not to foster an EU CDR sector or Article 6 
market that works for the climate
➢ BUT: to make ETS cheaper for industry, and offset as much as possible

• Sets the EU up for lowest possible quality criteria rather 
than highest

 

 

 

 

 



International credits
• ‘Up to’ 260 million EUAs sold to 

purchase international credits
• likely well over 25 billion EUR
• Will this actually be spent?

• Cost-equivalence presumed
• Not a lot of real-world data to go by
• PACM still being set up

• ‘up to 5%’ in EU Climate Law is now 
‘definitely 2% for ETS’
• by 2040: more than a quarter of ETS 

emissions offset



 

 

 

 

 

International credits: outlook

Source: CPB, PBL (Sept 2026) 

https://www.pbl.nl/en/publications/adjusting-supply-in-the-eu-ets


International credits: quality AND quantity?
• Presumption of ‘quality’ and ‘quantity’ at the same time

• Many red flags across PACM
➢ Many weaknesses and holes in rulebook
➢ Climate impact (e.g. vulnerability to lobbying & lack of permanence)
➢ Human rights concerns

• Snapback: if not enough credits, then LRF is raised
➢ Precautionary approach would have been to at least swap this 

around

https://carbonmarketwatch.org/publications/by-the-book-how-effective-are-article-6-carbon-market-rules/
https://carbonmarketwatch.org/2025/10/15/un-carbon-market-drops-the-ball-on-permanence/
https://carbonmarketwatch.org/publications/trading-carbon-credits-for-human-rights/?_gl=1*10dzybg*_up*MQ..*_ga*OTU5NzI2MDEyLjE3OTA2ODY4NTI.*_ga_6CXHVZGKHY*czE3OTA2ODY4NTIkbzEkZzEkdDE3OTA2ODY4NzEkajQxJGwwJGgw


International credits: quality AND quantity?
• But significant risk of trade offs:

Cheap enough to buy at scale 
vs. 

High quality to minimise damage to ETS

• We are not confident the EU will make the right decision
• Political economy: significant inbuilt pressure to have low 

quality criteria



International credits - governance
• EU COM proposal due by 

December on:
➢ EU quality criteria (“what are we 

going to buy?”)
➢ governance (“how are we going 

to buy it?”)
• Yet ETS proposal already 

contains reliance on int. 
credits

Cart is a mile before 
the horse. Criteria and 
governance haven’t 
even been proposed let 
alone agreed

”
”



Carbon dioxide removals
• CDR instead of emission reductions
• ETS proposal raises funds through problematic 

mechanism
➢ Auctioning of 250 million EUAs (on top of cap)
➢ 10 million EUAs extra to bridge price gap (under cap)

•Logic: every sold EUA will more or less fund purchase 
of 1 tonne of CDR 
➢ (Art 9c.1: “generate revenues for the purchase of an equivalent 

amount of domestic permanent [CDR]”)

 

 

 

 

 



Carbon dioxide removals: cheap?

 

 

 

 

 

ETS IA (part 3, annex 8)

ESABCC CDR report

https://climate-advisory-board.europa.eu/reports-and-publications/scaling-up-carbon-dioxide-removals-recommendations-for-navigating-opportunities-and-risks-in-the-eu


Carbon dioxide removals: cheap?
•Funding mechanism will not be sufficient to purchase the 
CDR, unless ETS prices are allowed to triple or more

➢ BUT ETS proposal aims at keeping EUA price low
• More supply, more free allocation, more flexibility



➢ CRCF methodologies deeply flawed
• Weaker than some VCM standards

➢ Impacts on LULUCF sector will be 
ignored
• Biomass is (wrongly) zero rated
• LULUCF framework itself may be gutted 

later this year
• More ETS emissions/pCDR at a cost to 

LULUCF

➢ RE conditions are weak
➢ Concerted push for problematic 

biochar (and proposal even opens 
door to nature-based credits).

 

 

 

 

Carbon dioxide removals: quality?

For most aspects that are 
key for ensuring unit 
integrity, the proposed CRCF 
methodology sets a lower 
standard than the PACM 
requirements. ”

”
Source: Öko-Institut

https://carbonmarketwatch.org/publications/faulty-to-the-core-analysing-the-carbon-removal-and-carbon-farming-methodologies-for-permanent-removals/
https://www.oeko.de/publikation/does-the-crcf-methodology-for-permanent-removals-align-with-the-pacm/


Carbon dioxide removals
•Will not be cheap enough
•Quality criteria are too weak
•Scale is big unknown
➢ ETS integration as the (and 

currently only) tool to scale?
➢ If price gap isn’t dealt with: unlikely 

to scale
• Entire system: doesn’t respect 

precautionary principle

This mechanism is 
self-defeating. Create 
more ‘emission space’ 
with the promise of 
cheap and good CDR in 
the future? ”

”



The ETS proposal is a liability for the ETS
•Not credible assumptions on:

○ Availability, Quality and Cost 
➢ of both CDR and int. credits

• Pressure for weak related policies
○ Int. credits: proposal on quality and 

governance by end of the year
○ CDR: reviews of CRCF

• Overreliance is a big risk
○ May persist after 2040
○ New dependencies created



 

 

 

 

 

Summary

Contact 
wijnand.stoefs@carbonmarketwatch.org

 
www.carbonmarketwatch.org

@CarbonMrktWatch

•Assumptions are flawed
• Overreliance CDR and int. credits
• Pressure to weaken resp. policies
• Risk to 2040 target, climate neutrality 

and functioning of the ETS1

http://www.carbonmarketwatch.org/



