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Study Sounds Alarm on Market Risks of Senate Climate Bill

Trillion dollar cap-and-trade system would pose big financial risk for little "green" benefit

WASHINGTON, DC -- According to a new report released today by the U.S. Climate Task
Force (CTF), an opaque, complex trading system like the cap-and-trade program outlined in
the Senate climate bill would generate:

high profits for Wall Street traders;

higher energy prices for American consumers; and

minimal CO2 reductions for the environment.

The analysis, "The Economic Policy Risks of Cap-and-Trade Markets for Carbon Emissions,"
reveals that the inherent difficulty of engineering and regulating a global financial market
would hinder cap-and-trade's ability to deliver significant reductions in greenhouse gas

emissions.

"The kind of complex trading system currently being debated on Capitol Hill is more likely to
foster creative accounting than clean energy innovation," cautions Dr. Joseph R. Mason, the
study's author.

"The fundamental fact is that our ability to engineer markets -- whether they're for central

bank reserves or for subprime mortgages -- has been jarringly put into perspective this year.
Yet, the cap-and-trade system lawmakers are currently considering would be susceptible to
similar kinds of manipulation, corruption, and extreme price dynamics -- setting the stage for

another volatile boom-and-bust cycle."

Former economic policy advisor to
President Clinton and current CTF

chairman Robert J. Shapiro explains,
"Rather than create a new trillion-dollar
market in volatile financial assets, our
lawmakers should enact a simple, direct
emissions policy that puts the global
climate and interests of average people

ahead of Wall Street.

"A direct, transparent carbon tax-shift
would provide the critical incentives to
develop new technologies and energy

sources, necessary to save our planet. It also would avoid wasteful handouts to industry,
attract less lobbying by entrenched interests, involve lower administrative costs, and deliver

a stable price for carbon and its reduction. Moreover, since the direct burden of a carbon tax
would be largely offset by other tax cuts, it protects the incomes of American families."
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