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ETS Review: reduce emissions not just offset 

The Ministry for the Environment has announced the Emissions Trading 

Scheme (ETS) will be reviewed to assess what changes are required to 

encourage emitters of CO₂ to reduce their emissions rather than simply 

offsetting pollution by planting trees.  

This review will be welcomed by many who feel the current system simply 

incentivises land to be planted in exotic trees rather than tackling the 

underlying issue of pollution. There are also concerns that native plantings 

are not sufficiently incentivised under the current system. 

The review does make it clear that trees will continue to play an important 

role in emissions reductions but that there also needs to be greater efforts 

to reduce emissions. 

Cabinet papers released outline further details of the review. 

 Emissions reduction plan: Completion and launch of the first plan 

 Review of the New Zealand Emissions Trading Scheme 

The cabinet papers refer to the need for additional policy tools to support 

the ETS. Their analysis also shows that under present settings investment 

capital is highly incentivised to move towards net removals (ie investment in 

forestry) rather than gross reductions. They also noted that emissions 

reduction opportunities in the transport, industrial processes, and waste 

sectors are often less responsive to carbon pricing and may not be able to 

be scaled as easily as exotic afforestation investments. 

Under current ETS setting it is expected that between 410,000 – 670,000 ha 

of land would be converted to forestry by 2035. That is approximately 2,000 

farms converted to forestry resulting in a 20-30% increase in the area 

currently planted in exotic forests.  

The review of the ETS will consider unit supply settings, including industrial 

allocation, the current stockpile of units, rates of afforestation and 

deforestation, and the number of units being auctioned, to assess what 

changes may be necessary to:  

 drive an appropriate balance of net and gross emission reductions over 

time, including additional sources of emission removals;  

 further support indigenous biodiversity; and 

 support achieving the Nationally Determined Contribution (NDC) to 

reduce emissions by 50% below 2005 levels by 2030. 

At this stage no specific solutions have been proposed but ideas previously 

raised include limiting the proportion of emissions that can be offset by 

exotic forestry, and considering ways to address the imbalance in incentives 

between exotic and native forestry.  

The review is likely to deliver some significant policy changes. Whilst the 

review is being undertaken we are likely to see significant disruption in the 

existing carbon markets and markets for real estate that may have been 

destined for afforestation. 

Last week the quarterly auction of New Zealand Units (NZUs) failed to clear, 

and prices for NZU’s (also referred to as carbon credits) have been trending 

down since December. 

https://environment.govt.nz/news/review-underway-of-role-of-nz-ets-in-climate-response/
https://environment.govt.nz/news/review-underway-of-role-of-nz-ets-in-climate-response/
https://environment.govt.nz/what-government-is-doing/cabinet-papers-and-regulatory-impact-statements/cabinet-paper-and-minute-emissions-reduction-plan-completion-and-launch-of-the-first-plan/
https://environment.govt.nz/what-government-is-doing/cabinet-papers-and-regulatory-impact-statements/review-of-the-new-zealand-emissions-trading-scheme/
https://publications.anz.com/SingletrackCMS__DownloadDocument?uid=99702b34-f49e-4c62-b4d0-ba0205338c02&docRef=00c13963-6b4b-4923-8b50-6dc41da56060&jobRef=ac485d2d-80b2-419b-addb-3ac72f24c3e5
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Disclaimer for all jurisdictions: This document is prepared and distributed in your country/region by either: Australia and New 
Zealand Banking Group Limited (ABN11 005 357 522) (ANZ); or its relevant subsidiary or branch (each, an Affiliate), as appropriate or 
as set out below. 
This document is distributed on the basis that it is only for the information of the specified recipient or permitted user of the relevant 
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Distribution of this document to you is only as may be permissible by the laws of your jurisdiction, and is not directed to or intended for 
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regulations, or in jurisdictions where ANZ would be subject to additional licensing or registration requirements. Further, the products and 
services mentioned in this document may not be available in all countries. 
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this document. Before making any investment decision, recipients should seek independent financial, legal, tax and other relevant advice 
having regard to their particular circumstances.  
Whilst care has been taken in the preparation of this document and the information contained within is believed to be accurate, ANZ 
does not represent or warrant the accuracy or completeness of the information Further, ANZ does not accept any responsibility to inform 
you of any matter that subsequently comes to its notice, which may affect the accuracy of the information in this document. 
Preparation of this document and the opinions expressed in it may involve material elements of subjective judgement and analysis. 
Unless specifically stated otherwise: they are current on the date of this document and are subject to change without notice; and, all 
price information is indicative only. Any opinions expressed in this document are subject to change at any time without notice.  
ANZ does not guarantee the performance of any product mentioned in this document. All investments entail a risk and may result in 
both profits and losses. Past performance is not necessarily an indicator of future performance. The products and services described in 
this document may not be suitable for all investors, and transacting in these products or services may be considered risky. 
ANZ expressly disclaims any responsibility and shall not be liable for any loss, damage, claim, liability, proceedings, cost or expense 
(Liability) arising directly or indirectly and whether in tort (including negligence), contract, equity or otherwise out of or in connection 
with this document to the extent permissible under relevant law. Please note, the contents of this document have not been reviewed by 
any regulatory body or authority in any jurisdiction. 
ANZ and its Affiliates may have an interest in the subject matter of this document. They may receive fees from customers for dealing in 
the products or services described in this document, and their staff and introducers of business may share in such fees or remuneration 
that may be influenced by total sales, at all times received and/or apportioned in accordance with local regulatory requirements. Further, 
they or their customers may have or have had interests or long or short positions in the products or services described in this document, 
and may at any time make purchases and/or sales in them as principal or agent, as well as act (or have acted) as a market maker in 
such products. This document is published in accordance with ANZ’s policies on conflicts of interest and ANZ maintains appropriate 
information barriers to control the flow of information between businesses within it and its Affiliates. 
Your ANZ point of contact can assist with any questions about this document including for further information on these disclosures of 
interest. 
Country/region specific information: Unless stated otherwise, this document is distributed by Australia and New Zealand Banking 
Group Limited (ANZ). 
Australia. ANZ holds an Australian Financial Services licence no. 234527. For a copy of ANZ's Financial Services Guide please click here 
or request from your ANZ point of contact. 
Brazil. This document is distributed on a cross border basis and only following request by the recipient. No securities are being offered 
or sold in Brazil under this document, and no securities have been and will not be registered with the Securities Commission - CVM. 
Brunei, Japan, Kuwait, Malaysia, Switzerland, Taiwan. This document is distributed in each of these jurisdictions by ANZ on a 
cross-border basis. 
Cambodia. The information contained in this document is confidential and is provided solely for your use upon your request.  
This does not constitute or form part of an offer or solicitation of any offer to engage services, nor should it or any part of it form the 
basis of, or be relied in any connection with, any contract or commitment whatsoever. ANZ does not have a licence to undertake 
banking operations or securities business or similar business, in Cambodia. By requesting financial services from ANZ, you agree, 
represent and warrant that you are engaging our services wholly outside of Cambodia and subject to the laws of the contract governing 
the terms of our engagement. 
Canada. This document is general information only, is intended for institutional use only – not retail, and is not meant to be tailored to 
the needs and circumstances of any recipient. In addition, this document is not intended to be an offer or solicitation to purchase or sell 
any security or other financial instrument or to employ a specific investment strategy. 
Chile. You understand and agree that ANZ Banking Group Limited is not regulated by Chilean Authorities and that the provision of this 
document is not subject to any Chilean supervision and is not guaranteed by any regulatory or governmental agency in Chile. 
Fiji. For Fiji regulatory purposes, this document and any views and recommendations are not to be deemed as investment advice.  
Fiji investors must seek licensed professional advice should they wish to make any investment in relation to this document. 
Hong Kong. This document is issued or distributed in Hong Kong by the Hong Kong branch of ANZ, which is registered at the Hong 
Kong Monetary Authority to conduct Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate 
finance) regulated activities.  The contents of this document have not been reviewed by any regulatory authority in Hong Kong. If you 
are in any doubt about any of the contents of this document, you should obtain independent professional advice. 
India. If this document is received in India, only you (the specified recipient) may print it provided that before doing so, you specify on 
it your name and place of printing.  
Israel. ANZ is not a holder of a licence granted in Israel pursuant to the Regulation of Investment Advising, Investment Marketing and 
Portfolio Management Law, 1995 (“Investment Advice Law”) and does not hold the insurance coverage required of a licensee pursuant 
to the Investment Advice Law. This publication has been prepared exclusively for Qualified Clients as such term is defined in the First 
Schedule to the Investment Advice Law. As a prerequisite to the receipt of a copy of this publication a recipient will be required to 
provide confirmation and evidence that it is a Qualified Client. Nothing in this publication should be considered Investment Advice or 
Investment Marketing as defined in the Investment Advice Law. Recipients are encouraged to seek competent investment advice from a 
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Macau. Click here to read the disclaimer for all jurisdictions in Mandarin. 澳门. 点击此处阅读所有司法管辖区的免责声明的中文版。 
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http://www.anz.com/documents/AU/aboutANZ/FinancialServicesGuide.pdf
http://www.anz.com/documents/AU/aboutANZ/FinancialServicesGuide.pdf
https://publications.anz.com/SingletrackCMS__DownloadDocument?uid=99702b34-f49e-4c62-b4d0-ba0205338c02&docRef=9fbcab60-c878-4b2d-9370-b41c8a164f02&jobRef=c2e420ad-d052-4505-a190-d5f9351aef5f
https://publications.anz.com/SingletrackCMS__DownloadDocument?uid=99702b34-f49e-4c62-b4d0-ba0205338c02&docRef=9fbcab60-c878-4b2d-9370-b41c8a164f02&jobRef=c2e420ad-d052-4505-a190-d5f9351aef5f
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Capital Market Authority (CMA). The information contained in this document is for discussion purposes only and neither constitutes 
an offer of securities in Oman as contemplated by the Commercial Companies Law of Oman (Royal Decree 4/74) or the Capital 
Market Law of Oman (Royal Decree 80/98), nor does it constitute an offer to sell, or the solicitation of any offer to buy non-Omani 
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