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 The EU emissions market is still waiting for clarity 
on the issue of the back-end loading of allowances 
from the pool of Phase-3 EUAs to be auctioned over 
2013-20, and significant developments on this 
question could be forthcoming in Q4. 

 As explained in previous notes (in particular 
Changes to the Phase-3 auctioning profile: a note on 
timing from our 3 August 2012 Commodities 
Weekly, and Longer term reform of the EU-ETS: a 
straw in the wind? from our 7 September 2012 
Commodities Weekly), there are two key political 
processes that need to carried out to enable the  
Commission to proceed legally with the back-end 
loading of allowances: (i) an amendment to the EU-
ETS Directive itself; and (ii) an amendment to the 
EU Regulation on Auctioning. And in addition to 
these legal processes being completed, the all-
important question regarding the volume of 
allowances to be back-end loaded is yet to be 
stipulated.   

 The political procedures are complicated by the 
voting processes. Initially, the Commission intended 
to proceed purely on the basis of an amendment to 
the Auctioning Regulation, but in July it announced 
that it would seek a proposed amendment to the 
EU-ETS Directive as well. This was done, in our 
view, in order to pre-empt any future legal 
challenge of a decision to back-end load allowances 
on the basis of an amendment made to the 
Auctioning Regulation only.   

 The complication arises from the fact that even the 
single-sentence change to the Directive now being 
requested by the Commission will require votes 
from both the Council of Ministers (hereafter �“The 
Council�”) and the European Parliament, under 
qualified majority voting (QMV) and simple majority 
votes respectively, while separately but 
concurrently the CCC will consider the 
Commission�’s proposed amendment to the 
Auctioning Regulation.  

 We assume that the vote in the CCC on the 
Auctioning Regulation will only happen after the 
Parliament and the Council have voted on the 
proposed amendment to the Directive, and with 
formal discussions in Parliament yet to start and 
Council progressing slowly at present we struggle 
to see votes on the Directive at the next Parliament 
meeting on 22-26 October and at the next Council 
meeting on 25 October.  

 This means there is a risk that (i) Parliament�’s vote 
will be delayed to the 19-22 November 

parliamentary session (or later), and (ii) that Council 
will not get to vote on the proposed amendment to 
the Directive until its following meeting, on 19 
December (or later). In turn, this would risk delaying 
the vote in the CCC on the proposed amendment to 
the Auctioning Regulation until December or later.  

 In short, under a best-case scenario a change to the 
Directive could still be voted on by the end of 
October, thereby allowing a vote in the CCC on the 
back-end loading proposal in mid-November.  

 However, we think it more reasonable to assume 
that Parliament and the Council will not have voted 
on the amendment to the Directive until late 
November and late December respectively (rather 
than late October), thus likely leaving a vote in the 
CCC on the amendment to the Auctioning 
Regulation for January 2013  

 One final caveat: if in the Commission�’s view a 
change of the Directive were only required for the 
final endorsement of the CCC vote on back-end 
loading rather than ahead of the CCC vote itself, a 
vote in the CCC before Parliament and Council vote 
on the Directive would still be possible. Under this 
eventuality, then, it would be possible to have 
clarity on the whole back-end loading process by 
the end of the year, as per the Commission�’s wish. 
However, it remains to be seen whether the 
Commission would accept such a sequence. 

 In terms of the volume of allowances to be back-
end loaded, the Commission has given three 
possible orders of magnitude: (i) 400m; (ii) 900m; 
and (iii) 1,200m. In our view, a number around 400m 
would be a disappointment to the market and 
would risk seeing prices trade lower than current 
levels, while a number close to 900m or 1,200m 
should in our view be enough to push prices back 
towards �€15/t over the 12-18 months following such 
a decision. 

Back-end loading: key decisions looming in Q4 
Since July, the Commission�’s position has been that 
agreement on an amendment to the EU-ETS Directive 
clarifying the Commission�’s power to change the profile 
of Phase-3 auctions should be a pre-requisite to the back-
end loading of allowances.  

We understand the Commission�’s intention is to have an 
agreement on the amendment to the Directive (which 
would clarify the Commission�’s power to propose a 
change to the Phase-3 auction profiling) ahead of a vote in 
the CCC amending the Auctioning Regulation (which 
would allow for the actual back-end loading of allowances 
itself). 

Commodities Special 
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To amend the Directive, the Commission has proposed 
what in the technical parlance of the EU is known as a 
�“Decision�”, as decisions are directly applicable with no 
need for transposition. Such a process could take less 
than six months, and is greatly facilitated by bi-lateral 
discussions between institutions and dialogue discussions 
(that said, we are not sure this optimistic timing will apply 
in this case). 

Figure 1 below summarizes the timeframe for the ongoing 
processes to amend the Directive and the Auctioning 
Regulation as we understand them at this point in time. 

Change of the Directive �– the Council process 
The first important look at the proposed amendment to 
the Directive came from the Council. Council-headed 
Working-Parties meetings with Member-State experts 
took place on 7 and 17 September. The meetings ended 
with no clear position on the Commission�’s proposal as 
many Member States had reservations. One point of 
contention was the interpretation of the proposed 
wording �“where appropriate�” in Article 1 where some 
Member States see a need to  restrict the power of the 
Commission: 

"The Commission shall, where appropriate, adapt 

the timetable for each period so as to ensure an 

orderly functioning of the market." (Article 1 of 
the proposed Decision to amend the EU-ETS 
Directive). 

Further discussions are therefore needed to reach an 
agreement within the Council and additional meetings 
would have to be scheduled so as to have a vote at the 
next meeting of the Environment Council on 25 October.  

Assuming such discussions were scheduled and were 
sufficiently productive, it might still be possible for 
the Council to reach an agreed position on 25 October, 
but on balance at this point in time we think it is more 
realistic to assume a vote being held at the following 
meeting of the Council, which is due to be held on 19 
December.  

Change of the Directive �– the Parliament process 
The administrative parliamentary work necessary with 
regard to amending the Directive started with the 
Committee referral announced on 11 September and with 
the rapporteurs of the relevant Committees appointed in 
the wake of that announcement.  

The Committee responsible for the proposed change to 
the Directive is the Environment, Public Health and Food 
Safety (ENVI) Committee.  

The ENVI Chair is Mr Groote, a socialist from the 
Progressive Alliance of Socialists and Democrats, is the 
rapporteurs. The Industry, Research and Energy (ITRE) 
Committee is an opinion Committee, and its rapporteur is 
the ITRE Chair, Mrs Sartori, from the centre-right 
European People�’s Party (EPP).  

However, these are only administrative steps and 
concrete discussions and meetings are still needed to 
scrutinize the proposal. This might be difficult to arrange 
before the next parliamentary session in only three weeks�’ 
time. We understand a first hearing on the proposed 
amendment could take place in October within the ENVI 
Committee, but further discussions will be needed to 
assist MEPs in arriving at a view on this proposal.  

In order to speed up the decision-making process, the 
Committee Chair may propose to support the Decision 
clarifying the Directive without amendments. If less than 
one tenth of the Committee members object, the ENVI 
Committee Chair could submit a report supporting the 
proposal to Parliament. In principle, a decision in plenary 
session of the European Parliament could be taken from 
there. However, we are not certain at this stage that his 
strategy will be the one adopted by the Chair of the ENVI 
Committee. 

The next standard ITRE and ENVI Committee meetings 
are scheduled for 8-9 October and 10-11 October 
respectively, but we have no information on the agendas 
of these meetings at this stage. If these committees were 
to discuss the proposal to amend the Directive and to 
agree on a position on these dates, the Parliament could 
take a position at the 22-26 October parliamentary 
session. Otherwise the next plenary session would be on 
19-22 November. 

Conclusion on the timing of amending the Directive 
While on a best-case scenario it remains possible that 
both the Parliament and the Council might reach their 
respectively agreed positions by the end of October, we 
do not think this is the most likely outcome in either case. 

As explained above, to us it seems more likely (although 
still not certain) that the Council would be able to reach an 
agreed position in time for a vote at its meeting of 19 
December. Similarly, for the Parliament, we think it is 
reasonable to assume �– although, again, not a foregone 
conclusion �– that an agreed position amongst the relevant 
committees could be reached in time for a vote at the 
plenary session of 19-22 November. 
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The proposal to amend the Auction Regulation in CCC 
Although the Commission sees a vote on the change to 
the EU-ETS Directive as a pre-requisite to vote on 
amending the Auctioning Regulation in CCC, it is certainly 
possible for drafting work and discussions on a proposal 
to back-end load allowances to be undertaken before an 
amendment to the Directive has been agreed and voted. 

And it is to this end that the Commission released a draft 
proposal to amend the Auctioning Regulation already in 
July of this year. In this way the Commission wanted to 
gather stakeholders�’ opinions, such that at the same time, 
and in the same vein, it launched a consultation process 
on the profile of Phase-3 EUA auctioning. This process will 
run until 16 October. 

 

The final version of the proposal to amend the Auctioning 
Regulation with a view to allowing the back-end loading of 
Phase-3 EUAs should be published at the same time as or 
after the publication of an Impact Assessment of back-end 
loading. In this respect, the Commission is expected to 
finalize an impact assessment on back-end loading after 
the end of the consultation process.  

On the one hand, the Commission indicated the Impact 
Assessment will draw on the Staff Working Document 
already published in July, which suggests to us that it is 
already work in advanced progress. On the other hand, 
the Impact Assessment will draw on stakeholders�’ 
feedback under the consultation process, which can be 
submitted up to 16 October.  

 

Figure 1: Timeline of the decision-making process on amendments to the Directive and to the Auctioning Regulation 

Mar.

25 July 2012, 
Commission published
(i) A proposal for an amendment to the revised EU-ETS Directive to clarify its power on changing the auction calendar
(ii) A draft proposal for an amendment of the Auction Regulation so as to back-end load allowances (without any specific number)
(iii) A Staff Working Document looking at three  scenarios for back-end loading allowances  (400m, 900m and 1,200m allowances)
Start of the consultation period

16 October, end of the consultation period

7 September, first Council-headed Working-Parties meetings with Member-State experts 

17 September, second Council-headed Working-Parties meetings with Member-State experts

19 September, Climate Change Committee meeting

25 October, Council meeting

22-26 October, plenary session in the European Parliament

8-9 October, ITRE Committee meetings
10-11 October, ENVI Commitee meetings

19-22 November, plenary session in the European Parliament

19 December, Council meeting

More  Council-headed Member-State meeting(s) to be scheduled ahead of 25 October Council�…

The Commission should come with a proposal to amend to Auction Regulation from there

The Commission should finalize the Impact Assessment that will accompany the proposal to amend the 
Auction Regulation

17 October, Climate Change Committee meeting

15 November, Climate Change Committee meeting

13 December, Climate Change Committee meeting

Feb.Jan.Oct.Sept.Aug.Jul.

Consultation period on back-end loading

Nov. Dec.

Commission to publish a report on the functioning 
of the EU-ETS.Timing to be determined 

Source: Deutsche Bank;. 
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As a result, we do not believe the final proposal to amend 
the Auctioning Regulation could be discussed at the next 
Climate Change Committee meeting, coming as this does 
on 17 October (i.e. only one day after the closing of the 
consultation process). 

Moreover, the 17 October meeting off the CCC takes 
place before the first foreseeable date by which the 
European Parliament and the Council could have come to 
an agreement on the clarification to the Directive, thereby 
impeding in any case a vote on the back-end loading of 
allowances in CCC (assuming the Commission�’s intention 
is still to wait for clarity on the amendment to the 
Directive before voting on the Auctioning Regulation). 

In principle, the final proposal to back-end load allowances 
should be disclosed to CCC members 14 days ahead of 
the meeting in which it is to be discussed, but exemptions 
to shorten the limit are very frequent. As such, we believe 
that any final proposal released up to mid-November could 
be discussed and potentially voted on in the 15 November 
CCC meeting. In our view, therefore, this is the first 
foreseeable date for a vote in the CCC (Figure 2).  

Figure 2: Best-case scenario for a decision on back-

end loading allowances 

Mar.

16 October, end of the consultation period

25 October, Council meeting, approval of changes to the Directive
22-26 October, plenary session in Parliament, approval of changes to the Directive

8-9 October, ITRE Committee meetings
10-11 October, ENVI Commitee meetings

More  Council-headed Member-State meeting(s) to be scheduled ahead of 25 October Council�…

The Commission should come with a proposal to amend to Auction 
Regulation from there

The Commission should finalize the Impact Assessment that will accompany the proposal
to amend the Auction Regulation

17 October, Climate Change Committee meeting

15 November, Climate Change Committee meeting, approval to back-end 
load allowances

Feb.Jan.Oct.(�…)

Consultation 
period on back-

end loading

Nov. Dec.

Three-month scrutiny period on the 
proposal to back-load allowances Administrative work on the 

proposal to back-end load 
allowances ahead of the 
publication in the Official 
Journal

Source: Deutsche Bank 

However if the Commission were to stick to its self-
imposed ordering of events (under which, as explained 
above, a political consensus on an amendment to the 
Directive would be required before a vote on the back-end 
loading proposal can be held), then a vote in the CCC on 
15 November �– and indeed even at the CCC�’s following 
meeting on 13 December -- looks unlikely to us. This is 
because, as explained above, we do not expect 
agreement on the Directive in Parliament before 19-22 
November at the earliest, and in Council before 19 
December at the earliest. 

Note that if the Council had in fact managed to vote on 26 
October but Parliament had not yet supported the change 
of the Directive by that time, the next potential date for a 
vote in Climate Change Committee would be on 13 
December given that the Parliamentary session of 19-22 
November would come too late for giving the green light 
to allow for a vote on the proposal to back-end loading 
allowances at the 15 November CCC meeting (see Figure 
3 scenario 2). 

In our opinion, however, even the 13 December CCC 
meeting will likely be too early for a vote on a change to 
the Auctioning Regulation since in our view the Council is 
unlikely to vote on the Directive before its meeting on 19 
December.   

This means that we now think it reasonable to assume 
that a vote in the CCC will likely not happen before the 
end of the year, as per Figure 3 scenario 3. 

Figure 3: Potential voting timeline scenarios 
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Senario 2: Council’s vote in October, Paliament’s vote delayed to November

Potentially further delayed

Potentially further delayed

Senario 3: Parliament’s vote in October, Council’s vote delayed to December

Senario 1: Council’s and Paliament’s votes in October

Source: Deutsche Bank 

Regarding the technicalities of the voting process itself on 
the amendment to the Auctioning Regulation, an 
agreement in CCC requires a qualified majority, meaning 
74% of the votes are needed. In practice, this mean that 
91 votes are needed to block a proposal out of a total of 
345 votes (Figure 4). 
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Figure 4: Votes per Member State * 
France, Germany, Italy and the UK 29 
Spain and Poland      27 
Romania        14 
The Netherlands 13 
Belgium, Czech Rep, Greece, Hungary, Portugal 12 
Austria, Bulgaria, Sweden. 10 
Denmark, Ireland, Lithuania, Slovakia, Finland 7 
Estonia, Cyprus, Latvia, Luxembourg, Slovenia 4 
Malta 3 
TOTAL votes 345 
Source: Deutsche Bank from European Commission; * Based on their population and GDP. 

So far, according to press reports, the UK, France and 
Belgium have indicated they will support back-end loading 
(indeed, the UK has already said that it supports the 
cancellation of any allowances withheld for back-end 
loading). Poland does not support back-end loading, and 
an official from the Czech Republic was also quoted some 
days ago saying that the Czechs would not support it 
either. 

Overall, the majority of Member States have still to make 
up their mind on the question of back-end loading, and the 
current lack of visibility on further longer-term measures 
to improve the working of the EU-ETS -- the back-end 
loading of allowances being a first step to be followed by 
a second step looking at longer-term structural reforms �– 
appears to be an issue for some countries.  

Conclusion on the timing of amending the Regulation 
Although on a best-case scenario we think a vote to back-
end load allowances in the CCC could still take place on 
15 November, for the reasons outlined above we do not 
think this is likely.  

In our view it is more reasonable to assume that the 
Council will reach agreement only in time for a vote in its 
19 December meeting, such that on the assumption that 
Parliament will have voted on the Directive in its plenary 
session of 19-22 November, the earliest date by which the 
CCC will realistically get to vote on the amendment to the 
Auctioning Regulation will be January 2013.  

Once a vote in the CCC on the proposal to back-end load 
allowances is secured, a three-month scrutiny period 
would start during which the Parliament and the Council 
would be empowered to block the proposal on one of the 
following grounds: 

(i) if it exceeds the Commission's implementing 
powers;  

(ii) if it is not compatible with the aim or content of 
the legal act; 

(iii) if it exceeds the EU's powers or remit. 

No such opposition by the end of the three-month 
scrutiny period is interpreted as tacit agreement from the 
Parliament and the Council (as explained in our report 
Changes to Phase-3 auctioning profile: a note on timing, 3 
August, the timing to the entry into force is then flexible, 
and we expect here the work to be done quickly). 

Finally, we would note that there is one important caveat 

to all this: if the Commission were ultimately to decide 

that only its own final endorsement of the CCC vote on 

the Auctioning Regulation needed to wait until the end of 

the three-month scrutiny period preceded by a change to 

the Directive, it would still be possible for a vote on the 

proposed amendment to the Auctioning Regulation to be 

held in the CCC before Parliament and Council have voted 

on the proposed amendment to the Directive. As a result, 

there is still a possibility that we could have clarity on the 

whole back-end loading process by the end of the year, as 

per the Commission�’s wish. 

What about the volume to be back-end loaded? 
The Commission�’s Staff Working Document published in 
July developed three working assumptions as regards the 
volume to be back-end loaded: (i) 400m EUAs, (ii) 900m 
EUAs and (iii) 1,200m EUAs and indicated other options 
were conceivable. However,  the wording chosen in that 
document (with the 400m EUAs back-end loading being 
the �“small back-loading profiles�”, the 900m EUAs back-
end loading being the �“medium back-loading profiles�” and 
the 1,200m EUAs back-end loading being the �“large back-
loading profiles�”) seems to indicate  the order of 
magnitude of what could be the minimum and the 
maximum proposed numbers. 

Figure 5: Phase-2 surplus* and back-end loading 
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Source: Deutsche Bank; * With the unused CER/ERU quota. 

By the same token, the Commission estimated earlier this 
year the build-up of surplus allowances to be in the order 
of 900m EUAs to date (Figure 5).  
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We think it should not be interpreted at this stage as 
being the number that will finally be proposed by the 
Commission, and we highlight three main reasons for this.  

First, the Commission made clear it will take due 
consideration of stakeholders�’ submissions before 
deciding on a number. Second, the Commission is not 
trying to precisely make up for the surplus in Phase 2 or 
even the combined projected Phase-2/Phase-3 surplus. 
Finally, the Commission indicated that flexibility was 
required in any case, and that a certain buffer of 
allowances would ensure a proper functioning of the 
market. As such, Commissioner Hedegaard was quoting 
saying:  

"What we have been saying is that the surplus is 

up to 1.4 billion, but I understand from the 

technical experts we have to have certain room. 

You cannot eat up all the flexibility in the system, 

so 1.2 billion as far as they can see, that's 

probably the maximum" (Reuters) 

Longer term structural measures  
On 19 April, when shifting the immediate debate from the 
implementation of a set-aside of allowances to the 
consideration of a back-end loading of allowances (see our 
report ETS Reform Should Not Be Set Aside from 12 April 
2012 for more details), the Commission made clear 
discussions on a set-aside or other longer-term structural 
reforms had not been dropped.  

At that time, Commissioner Hedegaard announced that 
the first of the annual reports on the functioning of the EU-
ETS foreseen under the Directive would be brought 
forward (it was initially due in 2013).  

The Commission then said in May that that report would 
look at longer-term structural measures, such as a set-
aside or a strengthening of the 2030 target, and then 
indicated on 25 July that it intends to release this report 
before the end of the year.  

According to Reuters, an EU source pointed in the last 
few days to a publication of the expected Report on the 
functioning of the EU-ETS in November. This would 
indicate that a consultation period on the report would 
probably not be opened. 

 

 

 

Also, in a context where many Member States expressed 
their concerns on taking a decision on the proposal to 
back-end load allowances without having the full picture 
of further potential longer-term reforms, the publication of 
this report in November would be very timely, as it should 
help Member States make up their mind on the proposal 
to back-end load allowances.  

Outlook for prices unchanged 
We continue to see EUAs trading in a range of �€6-8/t until 
a political agreement on the clarification to the Directive is 
reached, but assuming the necessary votes occur in 
accordance with the timeframe we have set out above �– 
and that they support the Commission�’s proposed 
amendment �– the market�’s reaction will ultimately depend 
on the quantity of allowances withheld from the pool to 
be auctioned over 2013-15. 

So far, the Commission has given three possible orders of 
magnitude for the quantity of allowances to be withheld, 
(i) 400m, (ii) 900m, and (iii) 1,200m. 

In our view, a number around 400m would be a 
disappointment to the market and would risk seeing 
prices trade lower than current levels, while a number 
close to 900m or 1,200m should in our view be enough to 
push prices back towards �€15/t or higher over 12-18 
months following a vote to this effect (see our report ETS 

Reform Should Not be Set Aside for a detailed analysis on 
this point). 

However, we remain of the view that a temporary set-
aside of allowances of the kind being considered 
under the proposal to re-profile the auctioning would 
in and of itself have only a temporary impact on 
prices. 

As a result, we think the medium to longer-term 
outlook for EUA prices continues to depend on the 
Commission�’s finding a permanent solution to the 
over-supply in the EU-ETS (again, see ETS Reform 

Should Not Be Set Aside for a more detailed account 
of our argument o this point). 

 

Isabelle Curien, (33) 1 4495 6616 

isabelle.curien@db.com 

Mark C. Lewis, (33) 1 4495 6761 

mark-c.lewis@db.com
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Figure 6: DB base-case scenario for year-end EUA prices*, 2008-20 (�€/EUA) 
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If action were taken permanently to tighten the Phase-3 
cap in the coming years, we would see scope for a pricing
trajectory putting EUAs back on track towards �€20-25 by 2020.

Absent a credible political narrative developing over the next 6 months, we think EUA prices
will remain below �€10/tonne into 2013 and beyond.

We would expect Dec-12  EUAs to trade at �€6-8/t in Q4 2012 unless and until an agreement to the 
clarification to the Directive  is voted upon and/or the definitive proposal for an amendment to the 
Auction Regulation  is published. Assuming that the pre-requisites for a vote in the CCC can be 

secured by December, we would see scope for prices to take up to �€10 /t by 
the end of this year.

Potential uncertain price zone in case of a change of the auctioning
profile but with no certainty on other longer term structural measures . 
In case of a temporary set-aside over 2013-15 reintroduced later in 
Phase 3, prices could go back close to or even below the bold line.

Source: Deutsche Bank; *The prices shown for 2008-10 are the actual average prices over the course of the year, all other prices are either year-end outcome (2011), or year-end forecasts. 
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Deutsche Bank debt rating key   

CreditBuy (�“C-B�”): The total return of the Reference 
Credit Instrument (bond or CDS) is expected to 
outperform the credit spread of bonds / CDS of other 
issuers operating in similar sectors or rating categories 
over the next six months.  
CreditHold (�“C-H�”): The credit spread of the 
Reference Credit Instrument (bond or CDS) is expected 
to perform in line with the credit spread of bonds / CDS 
of other issuers operating in similar sectors or rating 
categories over the next six months.  
CreditSell (�“C-S�”): The credit spread of the Reference 
Credit Instrument (bond or CDS) is expected to 
underperform the credit spread of bonds / CDS of other 
issuers operating in similar sectors or rating categories 
over the next six months.  
CreditNoRec (�“C-NR�”): We have not assigned a 
recommendation to this issuer. Any references to 
valuation are based on an issuer�’s credit rating.  
 
Reference Credit Instrument (�“RCI�”): The Reference 
Credit Instrument for each issuer is selected by the 
analyst as the most appropriate valuation benchmark 
(whether bonds or Credit Default Swaps) and is detailed 
in this report. Recommendations on other credit 
instruments of an issuer may differ from the 
recommendation on the Reference Credit Instrument 
based on an assessment of value relative to the 
Reference Credit Instrument which might take into 
account other factors such as differing covenant 
language, coupon steps, liquidity and maturity. The 
Reference Credit Instrument is subject to change, at the 
discretion of the analyst.  
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Australia and New Zealand: This research, and any access to it, is intended only for "wholesale clients" within the meaning of 
the Australian Corporations Act and New Zealand Financial Advisors Act respectively. 
Brazil: The views expressed above accurately reflect personal views of the authors about the subject company(ies) and 
its(their) securities, including in relation to Deutsche Bank. The compensation of the equity research analyst(s) is indirectly 
affected by revenues deriving from the business and financial transactions of Deutsche Bank. In cases where at least one 
Brazil based analyst (identified by a phone number starting with +55 country code) has taken part in the preparation of this 
research report, the Brazil based analyst whose name appears first assumes primary responsibility for its content from a 
Brazilian regulatory perspective and for its compliance with CVM Instruction # 483. 
EU countries: Disclosures relating to our obligations under MiFiD can be found at 
http://www.globalmarkets.db.com/riskdisclosures. 
Japan: Disclosures under the Financial Instruments and Exchange Law: Company name - Deutsche Securities Inc. Registration 
number - Registered as a financial instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No. 117. 
Member of associations: JSDA, Type II Financial Instruments Firms Association, The Financial Futures Association of Japan, 
Japan Investment Advisers Association. This report is not meant to solicit the purchase of specific financial instruments or 
related services. We may charge commissions and fees for certain categories of investment advice, products and services. 
Recommended investment strategies, products and services carry the risk of losses to principal and other losses as a result of 
changes in market and/or economic trends, and/or fluctuations in market value. Before deciding on the purchase of financial 
products and/or services, customers should carefully read the relevant disclosures, prospectuses and other documentation. 
"Moody's", "Standard & Poor's", and "Fitch" mentioned in this report are not registered credit rating agencies in Japan unless 
�“Japan�” or "Nippon" is specifically designated in the name of the entity. 
Malaysia: Deutsche Bank AG and/or its affiliate(s) may maintain positions in the securities referred to herein and may from 
time to time offer those securities for purchase or may have an interest to purchase such securities. Deutsche Bank may 
engage in transactions in a manner inconsistent with the views discussed herein. 
Russia: This information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any 
appraisal or evaluation activity requiring a license in the Russian Federation. 
 

Risks to Fixed Income Positions 

Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise to pay 
fixed or variable interest rates. For an investor that is long fixed rate instruments (thus receiving these cash flows), increases in 
interest rates naturally lift the discount factors applied to the expected cash flows and thus cause a loss. The longer the 
maturity of a certain cash flow and the higher the move in the discount factor, the higher will be the loss. Upside surprises in 
inflation, fiscal funding needs, and FX depreciation rates are among the most common adverse macroeconomic shocks to 
receivers. But counterparty exposure, issuer creditworthiness, client segmentation, regulation (including changes in assets 
holding limits for different types of investors), changes in tax policies, currency convertibility (which may constrain currency 
conversion, repatriation of profits and/or the liquidation of positions), and settlement issues related to local clearing houses are 
also important risk factors to be considered. The sensitivity of fixed income instruments to macroeconomic shocks may be 
mitigated by indexing the contracted cash flows to inflation, to FX depreciation, or to specified interest rates �– these are 
common in emerging markets. It is important to note that the index fixings may -- by construction -- lag or mis-measure the 
actual move in the underlying variables they are intended to track. The choice of the proper fixing (or metric) is particularly 
important in swaps markets, where floating coupon rates (i.e., coupons indexed to a typically short-dated interest rate 
reference index) are exchanged for fixed coupons. It is also important to acknowledge that funding in a currency that differs 
from the currency in which the coupons to be received are denominated carries FX risk. Naturally, options on swaps 
(swaptions) also bear the risks typical to options in addition to the risks related to rates movements. 
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Global Disclaimer
Investing in and/or trading commodities involves significant risk and may not be suitable for everyone. Participants in commodities transactions may 
incur risks from several factors, including changes in supply and demand of the commodity that can lead to large fluctuations in price. The use of 
leverage magnifies this risk. Readers must make their own investing and trading decisions using their own independent advisors as they believe 
necessary and based upon their specific objectives and financial situation. Past performance is not necessarily indicative of future results. Deutsche 
Bank may with respect to securities covered by this report, sell to or buy from customers on a principal basis, and consider this report in deciding to 
trade on a proprietary basis. Deutsche Bank makes no representation as to the accuracy or completeness of the information in this report. Target prices 
are inherently imprecise and a product of the analyst judgement. Deutsche Bank may buy or sell proprietary positions based on information contained in 
this report. Deutsche Bank may engage in securities transactions, on a proprietary basis or otherwise, in a manner inconsistent with the view taken in 
this research report. In addition, others within Deutsche Bank, including strategists and sales staff, may take a view that is inconsistent with that taken 
in this research report. Deutsche Bank has no obligation to update, modify or amend this report or to otherwise notify a reader thereof. This report is 
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