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Preface

Climate change and crisis of fossil energy scarcity influence and restrain each other
from the date of the birth of the problem and thus jointly dominate the development of
carbon finance. Climate change risks stem from the excessive use of fossil energy, cur-
rently, more than 90% of CO2 emissions on the earth are resulted from the combustion
of fossil fuels. If people can control the use of fossil energy, all the climate change
problems can be resolved easily. However, climate change is full of internationality and
externality , and this externality is so comprehensive that it is manifested not only in the
externality among various countries, but also in intergenerational externality. Need we
séériﬁce our own country’s right to development for the welfare of other countries in the
premise of unclear responsibility boundary? Need we restrain the enjoyment desire of
our contemporaries for the survival of future generations? Is the climate change really so
terrible? Such doubts and hesitations do not only make the non - environmentalists feel
confused about whether to take actions, but also let environmentalists feel deeply wor-
ried about the future of mankind and the earth due to this hesitation. Movie “2012”
and “An Inconvenient Truth” reflect people’s concerns about the human future crises
that may be caused by climate change, and the disputes among different countries in
the climate change negotiations reveal the difficulty to get solution because of its com-
prehensive externality.

In this trepidation, confusion and hesitation, Kyoto Protocol was signed. Under
the stipulated three market trading mechanisms, carbon finance began to rise in the
world, and its ups and downs all are influenced by international climate negotiations,
especially when it comes to 2012 ; where will the carbon finance go? Even Cancun and
the Durban Conference can not answer these questions for investors.

When the global carbon finance market based on Kyoto Protocol halts in hesitation ,
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various countries’ regional carbon finance market has become increasingly prosperous,
almost every country holds the ambitious attempt to build its own carbon emission re-
duction system and trading market. In accordance with the principles of economics,
countries would have less motivation to supply the environmental services with the big
externality, not to mention that there are still many doubts in the scientific nature of
global climate change. However, where does the high enthusiasm of various countries in
establishing carbon emission reduction system and trading markets come from?

Let us review the EU—the senior carbon finance market establisher, the EU began
to charge carbon tax even in the 1990s, and at that time, there was still a great contro-
versy whether the greenhouse gas was the main reason for climate change. Until 2007 ,
IPCC 4th Report just clearly proposed that greenhouse gas emissions from human activi-
ties served as the main reason for global warming. The United Kingdom began the im-
plementation of carbon emissions trading system early in 2002, while the carbon finance
market stipulated in Kyoto Protocol just started in 2008. In our interpretation of the par-
ticular enthusiasm of European countries in carbon finance, there is no doubt that the
concern about climate change is an important factor because global warming will cause
sea levels to rise and many EU countries are island nations such as Britain, Norway and
g0 on. However, energy and economic crisis are deeper reasons.

Energy and economic revolution are closely related. The invention of steam en-
gines with coal as its main energy source brought about the first industrial revolution;
the invention of oil - fired internal combustion engine inspired the second industrial rev-
olution. At this stage, a variety of fossil energy, coal, petroleum and natural gas were
fully utilized to stimulate the overall expansion of the world economy. Fossil energy sup-
ported nearly 200 years of human civilization progress and economic and social develop-
ment from 19th century to 20th century. However, due to non - reproducibility and
mankind’s huge consumption, fossil fuels are gradually drying up. According to the
U. S. Geological Survey estimates, the ultimate recoverable oil reserve in the world
proves just 30, 000 barrels, and we can infer that the peak of world oil production will
appear in 2030. Due to the increased difficulty in remaining reserves exploitation, oil
production will sharply decline. Total recoverable reserve of coal in the world is about
8.5 trillion tons, which can just last for a maximum of about 200 years according to the

current level of consumption. World natural gas reserve proves about 177 trillion cubic



