Netherlands Environmental Assessment Agency

Financial crisis and Dutch Climate policy

International workshop
Jan. 27-28, 2009
Cambridge, UK

Ton Manders

! E ;_ l '
F
” _




What crisis?

Economische groei in Nederland, 2005-2010 2
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3) Groei BBP-volume t.ov. overeenkomstige periode in voorafzaand jaar, werkdagen gecorrigeerd.
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What can we learn from history?

GDP growth in 5 economies hit by a major banking crisis™ °
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15 largest crises — current crisis (G3) "

C.M. Reinhart and K.S. Rogoff, Is the 2007 U.S. Sub-Prime Financial Crisis So Different? An International
Historical Comparison, NBER working paper 13761, January 2008. See also C.M. Reinhart and K.S. Rogoff, This
Time is Different: A Panoramic View of Eight Centuries of Financial Crises, NBER working paper 13882, March
2008.
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Are we too positive?

Comparison of forecasts of economic growth, 2009 and 2010

2008 2009 2010
CPB CPB OECD EC CF IMF CPB OECD EC

changes per year in %

us 114 — 1% -0.9 -05 -06 -0.7 14 1.6 1.0
Japan Va -1 - 0.1 -04 - 0.1 -0.2 W 0.8 0.6
Eurozone 1 -1 - 0.5 0.1 -0.2 -05 34 1.2 0.9
Germany 114 -1 -0.6 0.0 -04 -0.8 e 1.2 1.0
France 114 — 94 -0.5 0.0 -0.1 -0.5 1 1.5 0.8
UK 4 -1 -1.1 -1.0 -0.9 -1.3 12 0.9 0.4
Netherlands 24 — 34 -0.2 0.4 0.2 1 0.8 0.9

Publication dates: CPB: December 2008; OESO, CF, IMF, EC: November 2008.
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Are we sure?

Effects of

A: Less melevant world trade (growth of 214%% in 2008, = 514% in 2009, (7% in 2060)
E: Higher oil price (63 dollars per Brent barre] in 2008, TS dollars im 2010}
C: Mo housshold consumption (Y percentage point extra consumption in 2009y

A B C-
2008 2010 2000 a0 2009 2010

curnulative devisticns in %

Relevant world trads, valume -30  -81 -8 -10

linijpcat rics of goocks ar T.2

Long-term intsrest rate (vl in %) 0.3 0.5

il price {Brant, leval in dollars per bamal) 13.0 25.0

Contractual wages in markst ssctor -04 -08 0.0 1.0 .0 .0
Consumer price indsx (CPI) -1 R R 1.8 Q.0 0.0
Gross national product (GOP), volns -1 22 -03 -0.8 0.1 0.2
Privats consumnption, volumme -03  -n0n2 -04  -14 0.5 0.5
Investmsnts by businessss (excl. homes), volms —-25 -BD -11 =37 0.2 0.4
Export of gooals {excl. snegy), volurme -285 -h2 -0F  -0.49 on -0
Employmsnt (labour years) -0 - 1.1 oo -05 .0 0.
Linamployed labour forcs (leval in %) 0.1 1.0 0.0 0.4 oo -0
Lakour share in entsrpaise incoms in the markst 0.8 0.8 1.0 0.6 -4 0.0
gectar (leval)

EML balance [levsl, 9 GOP) — 0.3 - 0.2 0.0 0.3 0.1 0.1
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Impact of crisis on Dutch climate policy P W

Kyoto (-6%) ++

Emissions (-30%) + (ETS)

Efficiency (2%) —

Renewables (20%) ?
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Stimulate economy by climate policy?

= Larry Summers
= Timely
= Temporary
= Targeted

= Residential sector only
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A ‘green’ New Deal »

= Long term climate challenge remains

= Skeptical about ‘double dividend’
= |s economic crisis structural?
= |s there a common cause?
= |s energy sector large enough?
= |[nnovation/competiveness?

= More research Is needed
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