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Bentley Kaplan

Hello and welcome to the weekly edition of Sustainability Now, the show that explores how the
environment, our society, and corporate governance affects and are affected by our

economy. I'm Bentley Kaplan, your host for this episode. And on today's show, we're going to take
a look back at how carbon markets performed in 2025. Because while the value of the primary
global carbon credit market has held steady, there were some really interesting changes to do with
credit price and quality — changes that may give us a clue about how the market will develop in the
years ahead. So, thanks for sticking around. Let's do this.

As the year ended and rolled into 2026, over 10,200 projects were registered across 18 major
carbon credit registries that MSCI tracks. During 2025, 202 metric tons of carbon dioxide
equivalent were retired. That means they were effectively used by a buyer, often a large corporate,
to offset their emissions. It sounds like a lot, but the volume of retirements has been pretty

steady since about 2020. And the same goes for the average prices of these credits.

In 2025, we estimated that the value of the primary carbon credit market was around $1.4 billion,
the same as 2024 and slightly lower than 2022 and 2023. But for what appears to be a relatively
static market, there is a lot happening if you look a little closer. To do that, I've got Nicholas
Baldwin and Utkarsh Akhouri. Nick leads our efforts on carbon credit pricing and Utkarsh leads our
carbon markets forecasting team. So really, there ain't many other people you need to be talking
to.

Now Nick, my first question is going to be for you because if we look at both retirements and
overall carbon credit prices, we see that things kind of remained steady. And in a year like

2025, maybe you take a look at steady overall and you bank it. But your team actually found that
there are some clear trends happening underneath these top-line numbers. So why don't you tell
us a little bit about what you found there?

Nicholas Baldwin

Exactly. As you say, we've seen that the overall market value and market price in general has been
broadly flat, but there are higher prices for certain types of carbon credits within that. And the
clearest one that we've seen is a real price premium for higher rated projects, so projects that have
higher environmental integrity. We've seen that price premium over lower rated projects just rise
and rise through the year. We've got actually two MSCI indexes that track both the higher rated
slice of the market and the lower rated portion of the market. And that spread between those two
indexes has just widened and widened until it's around a 360% premium at the end of the year for
the higher rated projects.

Another couple of areas to pull out is credits that are eligible into the CORSIA Scheme for aviation,
which is a kind of a semi-compliance scheme whereby airlines are required to buy certain types of
carbon credits. And those credits that are eligible into that scheme have priced materially higher
than all sorts of credits that are not eligible into that scheme. Other interesting areas include
REDD+, which are credits associated with avoiding emissions from deforestation. Those credits
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had really fallen out of favor a couple of years ago following some negative media attention,

but they've come back into vogue this year. And prices have really started to recover there with,
again, a really particular differentiation by quality as measured by ratings. So | think those are the
key areas to pull out underneath that headline overall flat number.

Bentley Kaplan

Okay. So you mentioned this kind of pricing divergence between higher and lower quality credits,
something that isn't obvious if you're looking at the overall average prices. Can we just deal with

this idea of quality first or carbon credit ratings? It's not necessarily something that everyone will

be aware of. If you're out there as a sort of generic compliance buyer for a company, ton for ton,

isn't there a temptation to kind of opt for cheaper credits if you can? What's the appeal of quality
here?

Nicholas Baldwin

When we think about quality, it's really a recognition that not all carbon credits are created equal. A
ton is not a ton, is not a ton. And the question we're trying to answer really is, what is the integrity
of the claims made by that carbon credit? To what extent is that emissions reduction or removal of
emissions credible? So we think about is it additional is a key question. To what extent would this
project have happened in the absence of carbon credit finance? How well is it quantified? And are
there any risks to reversal of those emissions removals, for example, so the permanence of that
activity. But there are many more attributes that feed into this as well in giving a kind of overall
view of what is the quality of that carbon credit.

Bentley Kaplan

Okay. So it's this idea that a ton of carbon also has an asterisk linked to it. So how

that carbon's being removed or stored has several implications, and buyers may have either
certain views or requirements about the projects themselves.

So Utkarsh, let me bring you in here because market perception is a pretty big deal, right? We can
set up a rating system for carbon credits or projects based on some of the categories that Nick has
touched on, but whether or not the market engages with this idea is another topic

altogether. So from where you sit, the kinds of conversations maybe that you've had, what would
you say about the concept of quality for carbon markets generally?

Utkarsh Akhouri

| would probably focus on the quality points which Nick mentioned. | think permanence, co-
benefits and delivery risk are these three factors within quality that most of the buyers we talk to or
investors who are investing in the projects are really focused on. And those are really important in
creating that differential between high-quality and low-quality projects. Especially permanence
and co-benefits because permanence is a very big question, which | think Nick mentioned

that it's about likelihood of emission reduction or removal being later reversed due to natural risk or
human risk.

So, understanding the permanence of our credit and understanding what kind of delivery risks are
there, plus what kind of co-benefits these projects are providing helps us get into the position
where how much premium does a high-quality credit command or a low-quality credit? And that
helps us to understand how the market size for these two different market segments, high quality
and low quality, play out in the short and long term.

Bentley Kaplan

Okay. So we've got this idea of credit quality, not all projects generating equal carbon credits. And
Utkarsh, you point to permanence, co-benefits, and then delivery risk as being pretty

common focal areas for buyers. The market's rewarding higher quality credits with higher prices,
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and this is all kind of accelerating. Before we get to the question of where this is headed, what it
might mean for the carbon market more generally, Nick, | wanted to ask you about why you
think we're seeing the split in 2025 specifically. What is it about right now that might have led to
pricing aligning with credit quality more aggressively, to put it that way?

Nicholas Baldwin

A lot of it relates to media scrutiny that it really picked up pace a couple of years ago. And
companies thinking about the negative media risk really encourages more careful behavior. So, a
lot of them have a real increase in the list of requirements that they have before considering
investing in a carbon credit project or assessing its quality. At the same time, you've got market-
wide quality initiatives starting to take hold, things like the Core Carbon Principles, which is picking
up pace a little bit.

And also, ratings. So, the wider market adoption of ratings really brings this sort of quality
information and makes it more accessible to people because a lot of people engaging with this
market aren't necessarily experts in carbon credit methodologies. It's quite hard as an outsider to
answer the question, what makes this credit different from this other credit? And so that adoption
of ratings makes that information a lot more accessible. And so as we see that adopted, we start to
see the price differentiation reflecting that.

We see lots of interesting other bits of buyer behavior, much, much more lengthy due diligence
processes, and it's all related, | think originally, to being conscious about the media risk associated
with getting involved in carbon markets.

Bentley Kaplan

So just for listeners, Nick, the media coverage that you mentioned there, that happened in early
2023 where we saw some major news articles that questioned the claims of climate impact from
REDD+ projects in rainforests where the credits were said to have helped avoid

deforestation. So while there was fallout for the project developers and the verifiers,

what you're pointing to here is that the scandal also affected large corporates that had bought
these credits to offset their emissions. So you have this kind of reputational risk on the one end.
And then you also mention in the same year, you also have the Core Carbon Principles coming out,
which are 10 kind of categories that were developed by the Integrity Council of the Voluntary
Carbon Market to help define credit quality and better ensure that a credit's linked to a verifiable
climate impact. They've really helped to have an independent benchmark for the market. And in
combination, the reputational risk on the one end and the clearer things to aim for on the other,
they might have helped paint the way forward.

So Utkarsh, let's bring you in for my last question, which is very much about the way forward. A lot
of market players will want to know whether they can read anything into these results. Is the
market bound to sort of keep this price differential, but stay relatively small? Is there any reason to
expect the market to grow? And then more practically, if you're, say a project developer, does this
help provide some assurance that working on higher quality projects that demand more might
ultimately yield better prices, or maybe that rising demand could even be used to de-risk these
new projects in the development phase through the use of something like offtake agreements.

Utkarsh Akhouri

Retirements have been largely flat. And when | say retirements, that's the main indicator for
demand. We quantify demand based on how many credits have been retired in a year. And if you
look at the last four years, they've been largely at the same level. But one thing which is very
interesting is that if you look beyond the numbers and look at the trends, there are a couple of
trends which are coming up very strongly.

One is that there's been an increase of nearly 70% of more companies in the last 12 months that
have signed up to the Science-Based Target Initiative. If you're committed to that
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initiative, you're going to use high-quality credits. So, if that commitment number is increasing
amongst the corporates, that means that you'll see the size of the credit high quality market
growing up over time.

And the second trend is there are new sources of demand coming in the market. So there's a
program for the aviation sector, which is called CORSIA, Carbon Offsetting Reduction Scheme for
international aviation, and it's kind of a quasi-compliance scheme. So it's not just voluntary.
There's some kind of enforcement by governments and the International Civil Aviation
Organization, ICAQ, as well, if the aviation industry is participating in it, which means that there are
more stronger signals of demand coming in.

And also CORSIA has a lot of eligibility factors for the credits to qualify in that specific market,
which is also a mark of quality. So you can see the couple of trends clearly pointing that in the near
term, the demand would, or the quality of the demand would pick up and the market size would be
stronger.

If I look at the long-term scenarios, MSCI has a long-term morning product. And we look at

output until 2050, and we see a strong divergence between that low quality and high-

quality markets by 2050. So from 60 billion to 270 billion, 270 being the high-quality market size.
And that is based on the growing importance of removal credits, which are considered to be high
quality. So more forestry credits, more credits on forestation, improved forest management, and
more credits on the engineered solutions like direct air capture and biochar, which are very
expensive credits. But because of their high-quality nature and their permanence and other
qualities, the usage is expected to grow over time, and that might create the divergence that you
have a very high-quality market in the long term as well.

Bentley Kaplan

And that is it for the week. A massive thanks to Utkarsh and Nicholas for their take on the news
with the sustainability twist. If you want to read more about the state of carbon markets, my lovely
guests have co-authored a blog with Will Zimmerman, Guy Turner, and Jamie Lambert, titled
Carbon Credits Come of Age in 2025. It's up on our website, msci.com for all and sundry to read.

| also do want to say thank you very much for tuning in. It is great to be back in a new year, and we
have some awesome content lined up for the next few months. You know the deal. If you like
what we're doing, then let us know. Drop us a review, rate the show on your platform of choice,
and tell a friend or colleague about this very episode. Thanks again, and until next time, take care
of yourself and those around you.

Disclaimer

The Sustainability Now podcast is provided by MSCI Solutions, LLC, a subsidiary of MSCI, Inc.
Except with respect to any applicable products or services from MSCI Solutions, neither MSCI nor
any of its product or services recommends, endorses, approves, or otherwise expresses any
opinion regarding any issuer, securities, financial products, or instruments or trading strategies.
And MSCI's products or services are not intended to constitute investment advice or
recommendation to make or refrain from making any kind of investment decision and may not be
relied on as such.

The analysis discussed should not be taken as an indication or guarantee of any future
performance, forecast, or prediction. The information contained in this recording is not for
reproduction in whole or in part without prior written permission from MSCI Solutions. Issue is
mentioned or included in any MSCI Solutions material may include clients of MSCI or suppliers to
MSCI and may also purchase research or other products or services from MSCI Solutions.

MSCI Solutions materials, including materials utilized in any MSCI sustainability and climate
indexes or other products have not been submitted to nor received approval from the United
States Securities and Exchange Commission or any other regulatory body. The information
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provided here is as is, and the user of the information assumes the entire risk of any use it may
make or permit to be made of the information. Thank you.

About MSCI

MSClI is a leading provider of critical decision support tools and services for the global investment
community. With over 50 years of expertise in research, data and technology, we power better investment
decisions by enabling clients to understand and analyze key drivers of risk and return and confidently build
more effective portfolios. We create industry-leading research-enhanced solutions that clients use to gain
insight into and improve transparency across the investment process. To learn more, please visit
www.msci.com.

This document and all of the information contained in it, including without limitation all text, data, graphs, charts (collectively, the “Information”) is the property of MSCI Inc. or its
subsidiaries (collectively, “MSCI”), or MSCI’s licensors, direct or indirect suppliers or any third party involved in making or compiling any Information (collectively, with MSCI, the
“Information Providers”) and is provided for informational purposes only. The Information may not be modified, reverse-engineered, reproduced or redisseminated in whole or in part
without prior written permission from MSCI. All rights in the Information are reserved by MSCI and/or its Information Providers.

The Information may not be used to create derivative works or to verify or correct other data or information. For example (but without limitation), the Information may not be used to
create indexes, databases, risk models, analytics, software, or in connection with the issuing, offering, sponsoring, managing or marketing of any securities, portfolios, financial
products or other investment vehicles utilizing or based on, linked to, tracking or otherwise derived from the Information or any other MSCI data, information, products or services.

The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information. NONE OF THE INFORMATION PROVIDERS MAKES ANY EXPRESS
OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE INFORMATION (OR THE RESULTS TO BE OBTAINED BY THE USE THEREOF), AND TO THE MAXIMUM EXTENT
PERMITTED BY APPLICABLE LAW, EACH INFORMATION PROVIDER EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT LIMITATION, ANY IMPLIED WARRANTIES
OF ORIGINALITY, ACCURACY, TIMELINESS, NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE
INFORMATION.

Without limiting any of the foregoing and to the maximum extent permitted by applicable law, in no event shall any Information Provider have any liability regarding any of the Information
for any direct, indirect, special, punitive, consequential (including lost profits) or any other damages even if notified of the possibility of such damages. The foregoing shall not exclude
or limit any liability that may not by applicable law be excluded or limited, including without limitation (as applicable), any liability for death or personal injury to the extent that such
injury results from the negligence or willful default of itself, its servants, agents or sub-contractors.

Information containing any historical information, data or analysis should not be taken as an indication or guarantee of any future performance, analysis, forecast or prediction. Past
performance does not guarantee future results.

The Information should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making
investment and other business decisions. All Information is impersonal and not tailored to the needs of any person, entity or group of persons.

None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), any security, financial product or other investment vehicle or any trading strategy.

Itis not possible to invest directly in an index. Exposure to an asset class or trading strategy or other category represented by an index is only available through third party investable
instruments (if any) based on that index. MSCI does not issue, sponsor, endorse, market, offer, review or otherwise express any opinion regarding any fund, ETF, derivative or other
security, investment, financial product or trading strategy that is based on, linked to or seeks to provide an investment return related to the performance of any MSCl index (collectively,
“Index Linked Investments”). MSCI makes no assurance that any Index Linked Investments will accurately track index performance or provide positive investment returns. MSClI Inc. is
not an investment adviser or fiduciary and MSCI makes no representation regarding the advisability of investing in any Index Linked Investments.

Index returns do not represent the results of actual trading of investible assets/securities. MSCI maintains and calculates indexes, but does not manage actual assets. The calculation
of indexes and index returns may deviate from the stated methodology. Index returns do not reflect payment of any sales charges or fees an investor may pay to purchase the securities
underlying the index or Index Linked Investments. The imposition of these fees and charges would cause the performance of an Index Linked Investment to be different than the MSCI
index performance.

The Information may contain back tested data. Back-tested performance is not actual performance, but is hypothetical. There are frequently material differences between back tested
performance results and actual results subsequently achieved by any investment strategy.
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http://www.msci.com/

Constituents of MSCI equity indexes are listed companies, which are included in or excluded from the indexes according to the application of the relevant index methodologies.
Accordingly, constituents in MSCI equity indexes may include MSCl Inc., clients of MSCI or suppliers to MSCI. Inclusion of a security within an MSCl index is not a recommendation by
MSCI to buy, sell, or hold such security, nor is it considered to be investment advice.

Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research LLC and Barra LLC, may be used in calculating certain MSCl indexes. More information
can be found in the relevant index methodologies on www.msci.com.

MSCI receives compensation in connection with licensing its indexes to third parties. MSCI Inc’’s revenue includes fees based on assets in Index Linked Investments. Information can
be found in MSClI Inc.’s company filings on the Investor Relations section of msci.com.

MSCI ESG Research LLC is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc. Neither MSCI nor any of its products or services
recommends, endorses, approves or otherwise expresses any opinion regarding any issuer, securities, financial products or instruments or trading strategies and MSClI’s products or
services are not a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such, provided that applicable products or services
from MSCI ESG Research may constitute investment advice. MSCI ESG Research materials, including materials utilized in any MSCI ESG Indexes or other products, have not been
submitted to, nor received approval from, the United States Securities and Exchange Commission or any other regulatory body. MSCI ESG and climate ratings, research and data are
produced by MSCI ESG Research LLC, a subsidiary of MSCI Inc. MSCI ESG Indexes, Analytics and Real Estate are products of MSCI Inc. that utilize information from MSCI ESG Research
LLC. MSCI Indexes are administered by MSCI Limited (UK).

Please note that the issuers mentioned in MSCI ESG Research materials sometimes have commercial relationships with MSCI ESG Research and/or MSCI Inc. (collectively, “MSCI”)
and that these relationships create potential conflicts of interest. In some cases, the issuers or their affiliates purchase research or other products or services from one or more MSCI
affiliates. In other cases, MSCI ESG Research rates financial products such as mutual funds or ETFs that are managed by MSCI’s clients or their affiliates, or are based on MSCl Inc.
Indexes. In addition, constituents in MSCI Inc. equity indexes include companies that subscribe to MSCI products or services. In some cases, MSCI clients pay fees based in whole or
part on the assets they manage. MSCI ESG Research has taken a number of steps to mitigate potential conflicts of interest and safeguard the integrity and independence of its research
and ratings. More information about these conflict mitigation measures is available in our Form ADV, available at https://adviserinfo.sec.gov/firm/summary/169222.

Any use of or access to products, services or information of MSCI requires a license from MSCI. MSCI, Barra, RiskMetrics, IPD and other MSCI brands and product names are the
trademarks, service marks, or registered trademarks of MSCI or its subsidiaries in the United States and other jurisdictions. The Global Industry Classification Standard (GICS) was
developed by and is the exclusive property of MSCI and S&P Global Market Intelligence. “Global Industry Classification Standard (GICS)” is a service mark of MSCI and S&P Global
Market Intelligence.

MIFID2/MIFIR notice: MSCI ESG Research LLC does not distribute or act as an intermediary for financial instruments or structured deposits, nor does it deal on its own account, provide
execution services for others or manage client accounts. No MSCI ESG Research product or service supports, promotes or is intended to support or promote any such activity. MSCI
ESG Research is an independent provider of ESG data.

Privacy notice: For information about how MSCI collects and uses personal data, please refer to our Privacy Notice at https://www.msci.com/privacy-pledge.
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