EU action needed in four climate-related economic sectors
Electricity production: The RECIPE authors consider a complete decarbonization of the power sector well before 2050 to be essential and doable. This requires that renewable energies and the tried-and-tested carbon capture and storage technology (CCS) be made widely available worldwide. Cost-optimized climate protection requires the complete elimination within the next few years of investments in coal-burning power plants lacking this technology. On a global scale, nuclear energy can only make a comparatively slight contribution to climate protection.
Transportation: Transportation-related emissions continue to rise, so their importance relative to other sources of emissions will increase over time. The availability of climate-friendly alternatives such as electro mobility or sustainable biomass cultivation will thus exercise a critical influence on the costs of climate protection. RECIPE calls for increased research and development efforts in this field, since these technologies are still far away from being widely competitive on the market. Recommendations include efficiency standards for all classes of vehicles, the establishment and expansion of electrification, research into alternative fuels and the reduction of transportation through improved logistics and the movement of freight onto rail.
Industry (cement/steel): Increased efficiency is the key option for reducing emissions over the short term for the existing plant infrastructure of the European steel and cement industry, but the potential here is limited. How the next investment cycle is used when the life cycle of the existing plants ends after 2020 is critical for comprehensive decarbonization with a minimization of costs. Processes must be electrified and fundamentally adapted to reduce CO2 emissions.
Agriculture: The agricultural industry can contribute not only by protecting meadows and marshlands and carefully exploiting the absorption potential of soil and vegetation but by reducing nitrogen emissions from fertilizers and relying less on livestock production (methane emissions).

Interview with Joachim Faber
What role will the financial sector play in climate protection?
Enormous investments must be mobilized to reach the ambitious reduction targets for CO2 emissions. The rebuilding of the energy sector alone would require an additional $1,000 billion in investments annually in low-emission technologies by 2050, most of which would have to be provided by the financial markets and industry. Investors and financial markets can handle this volume, but only if we have stable political conditions in which CO2 is given its due.
What preconditions do your customers – the private investors – expect?
Investors need a market where it is possible to calculate the investment opportunities and risks – potential profits and losses. We need market conditions for the CO2 factor, ideally at the global level to ensure fair competition. The key tool here is a cap and trade system with full auctioning of all CO2 certificates. Fixed feed-in tariffs for renewable energies are another driver for investments.
What contribution can Allianz make?
We can work together with partners such as WWF or PIK and through studies such as RECIPE to provide better orientation for policymakers, the public and investors. We can also act where conditions are created – as we are doing, for example, through our investments in wind and solar energy in markets such as Germany and Italy, where fixed feed-in tariffs provide incentives. We would like to expand these investments even further if the right market conditions are created. As an insurance company, we accompany new technologies and, by making sure all risks are insured, guarantee such technologies will quickly gain a foothold in the market.
Joachim Faber, member of the Allianz SE Board of Management and CEO of Allianz Global Investors 

Interview with Dr. Ottmar Edenhofer
What will climate protection cost Europe?
The implementation of ambitious climate protection targets will require a massive restructuring of the energy system. We won’t achieve these goals for free. But the RECIPE findings show that, given the right political conditions, the accumulated costs over the next 40 years will amount to less than one year of delayed economic growth. These costs are small compared to the potential damage to our climate. But what’s absolutely critical here is that we act quickly: The sooner we undertake climate protection, the lower the costs. What the findings clearly demonstrate is that it definitely makes sense for Europe to move forward with climate protection, even if the other nations are slow in getting on board. The added value of early adoption of a low-carbon path of development and avoiding bad investments in carbon-intensive technology greatly exceeds the additional costs of such a response.
What do the study’s findings mean for the political process?
The costs of climate protection depend to a significant degree on how it is implemented politically. Technological innovation is of central importance in making climate protection affordable. It’s critical, therefore, that investments in clean technologies are economically attractive over the long term. This requires that policymakers create stable long-term conditions for investors, especially with regard to the future CO2 price. It’s also important to actively promote development of low-carbon technologies.
What do you hope to see emerge from the climate talks in Copenhagen?
In July, the world’s largest economies agreed in L’Aquila to limit global warming to 2°C compared to pre-industrial levels. Now it’s time to follow words with actions. To reach this goal, three things need to come out of Copenhagen: First, politicians must agree on what the level of atmospheric carbon should be at the end of the century. Next, they must define an equitable formula for distributing these costs to all nations. Finally, we need a global cap and trade system that ensures an affordable path toward our objectives. Given the current trend of negotiations, however, there is a fear that negotiators will get bogged down in minor details instead of tackling these key issues.
Ottmar Edenhofer, chief economist of the Potsdam Institute for Climate Research (PIK) and Chairman of the Response Strategies Working Group of the Intergovernmental Panel on Climate Change (IPCC)
