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Abstract.  

Starting with 2021 the European 

Commission plans to introduce a stability 

reserve to boost the EU ETS market in 

order to reduce the imbalance between 

supply and demand. The planned measures 

are twofold, the Commission would narrow 

supply until 2020 (back-loading) to amend 

short term disequilibrium and reduce 

volatility. The other measure is a 

realignment of the mechanism by forming 

a market stability reserve, to adjust 

dynamically the supply side. In the 

followings information will be provided on 

domestic greenhouse gas emissions and 

trends, the quantified emission reduction 

targets, and the progress towards their 

accomplishment, an overview of emissions 

projections based on the most update 

UNFCCC communication of Hungary. 

Furthermore detailed impact of domestic 

policies and measures will be provided on 

greenhouse gas emissions until 2030 

together with the Hungarian potential 

market participation under the EU ETS by 

identifying the difference between target 

and actual emissions and making some 

estimations based on the goals set in the 

Effort Sharing Directive (ESD). 

 

Keywords: emission trading, emission 

forecasting, national reporting 

JEL: Q2, Q5 

 

Összefoglaló 
Az Európai Közösség 2021-től kezdődően 

az EU Emissziókereskedelmi Rendszeré-

nek piacán tapasztalható 

egyensúlytalanság kezelésére egy 

úgynevezett stabilitási tartalék bevezetését 

tervezi. A tervezett intézkedésűek kétrétűek 

lennének, egyrészt a Bizottság 2020-ig a 

kínálat átmeneti szűkítésével (ún. back-

loading) kísérelné meg az 

egyensúlytalanság orvoslását és a piaci 

volatilitás csökkentését. Másrészről 2020 

után az egész mechanizmus áttervezésével, 

egy piaci stabilitási tartalék létrehozásával 

próbálnak a kínálati oldal szabályzásával 

stabilizáló hatást elérni. A cikkben 

áttekintést és részletes információkat adok 

a hazai üvegházgázkibocsátásokról és 

trendekről, a kvantifikált kibocsátási 

célokról és azok teljesítésében elért 

eredményekről, a kibocsátási 

előrejelzésekről, a legutolsó UNFCCC felé 

beadott magyar országjelentés alapján. A 

hazai intézekedések és szakpolitikák 

hatását is bemutatom az 

üvegházgázkibocsátásokra vonatkozóan 

2030-ig, valamint az 

emissziókereskedelemben várható hazai 

részvételt a célok és az aktuális 

kibocsátások alapján, felhasználva a közös 

erőfeszítés irányelvében (ESD) lefektetett 

célokat. 

 

Keywords: emisszió kereskedelem, 

előrejelzés, nemzeti jelentés
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Introduction 

 

Since the launch of the second phase of the EU ETS, the carbon market of the Community is 

suffering from a singificant imbalance, notably the oversupply of allowances (COM 

2012/652). This amounts to approximately 2 billion allowances by the end of 2013 (the 

starting date of the 3
rd

 phase of the ETS).  The oversupply partly comes from the acceptance 

of international credits (mostly from CDM), and the early auctioning of phase 3 credits, but 

the problem mostly stems from the soaring economic activity levels and the insufficient 

demand side. According to market experts the oversupply is not expected to diminish rapidly, 

the imbalance is considered structural and poses a fundamental risk which threatens the 

effectiveness of the EU ETS itself.  

 

The planned measures to tackle this issue are twofold. The Commission delays the immediate 

auctioning of 900 million allowances until 2020 to narrow supply (so called back-loading), 

this however is only a redistribution of auctioned allowances and not a reduction of their 

numbers. This would amend only the short term supply and demand disequilibrium and 

perhaps reduce price volatility. Nevertheless this would only serve as a temporary measure.  

 

The other measure is a realignment of the mechanism in order to provide a long term solution 

to the imbalance. Starting with 2021 this would be achieved by forming a market stability 

reserve, which would basically be an adjustment mechanism of the supply side on a 

predefined basis. This structural correction requires however an approval from the EC and the 

EP. The 40% reduction target by 2030 would be further aided with an increase of the annual 

reduction factor from 1.74% to 2.2%. This is still a debated policy and the decision is 

expected to be made in June, 2014.  

 

Hungary as a Member State of the European Union and as a Party to the Kyoto Protocol 

implements, adopts and develops measures and policies to answer climate change related 

threats. By designing mechanisms and plans to adapt to climate change and pursuing 

scientific activities to assess, monitor and decrease climate change vulnerability a sufficient 

country level response is continously pursued. The recent findings outlined in the Fifth 

Assessment Report of the IPCC conclude that human activities are highly likely to be causing 

climate change and that actions against global warming are indispensable. In the followings 

information will be provided on domestic greenhouse gas emissions and trends, the quantified 

emission reduction targets, and the progress towards their accomplishment, an overview of 

emissions projections and the possible impact of the market stability reserve on domestic 

revenue streams.  
 

GHG emissions and trends in Hungary 
 

In 2011, total emissions of greenhouse gases in Hungary were 66.1 million tons carbon 

dioxide equivalents (excluding the LULUCF sector) which is the lowest value in the whole 

time series (1985-2011). Considering the mostly carbon absorbing processes in the LULUCF 

sector the net emissions of Hungary were 62.4 million tons CO2 eq. in 2011. Being around 6-

7 tons, the Hungarian per capita emissions are below the European average.  

 

By far, the biggest emitting sector was the energy sector, contributing 71.6% to the total GHG 

emission in 2011. Agriculture was the second largest sector with 13.2%, while emissions from 

industrial processes (with solvent and other product use) accounted for 9.8% and the waste 

sector contributed 5.3%. Compared to the base year, emissions were significantly reduced in 

the energy (-40.3%), agriculture (-54.0%), and industrial processes (-57.7%) sectors. In 
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contrast, emissions in the waste sector have increased since 1985 (+14.5%). Solvent and other 

product use and land use, land-use change and forestry (LULUCF) sectors show fluctuating 

behavior.  

 

The most important greenhouse gas is carbon dioxide, accounting for 75.2% of the total GHG 

emissions. The main source of CO2 emissions is burning of fossil fuels for energy purposes, 

including transport. CO2 emissions have decreased by 41.8% since the middle of the 80’s. 
Methane represents 12.8% in the GHG inventory. Methane is generated mainly at waste 

disposal sites and in animal farms, but the fugitive emissions of natural gas are also important 

sources. CH4 emissions are by 37.2% lower than in the base year. Nitrous oxide contributes 

10.2% to the total GHG emissions. Its main sources are agricultural soils and manure 

management. N2O emissions are 60.4% lower compared to base year. The total emissions of 

fluorinated gases amount to 1.8% but their steadily growing tendency seems to level off since 

2008. 

 

By ratifying the Kyoto Protocol, Hungary has committed to reduce its GHG emissions by 6%. 

Now, our emissions are 43.2% lower than in the base year (average of 1985-87). For the most 

part, this significant reduction was a consequence of the economic transition in Hungary 

(1989-90), which brought about significant decline in the output of the national economy. The 

production decreased in almost every economic sector including also the GHG relevant 

sectors like energy, industry and agriculture. Then, between 2005 and 2011, after a period of 

about 14 years of relatively stagnant emission levels (1992-2005), GHG emissions fell again 

quite significantly by 16.7 per cent. 

 

The global financial and economic crises exerted a major impact on the output of the 

Hungarian economy, consequently on the level of GHG emissions as well. After a quite 

significant drop of 8.4% between 2008 and 2009, our emissions in the following three years 

(2009-11) remained the lowest in the entire time series. Although the decline in economic 

output stopped in the first quarter of 2010 and Hungary had a moderate growth of 1.6%, 

emissions fell again by 2.6% in 2011 after slight increase (+0,8%) in 2010. 

 

Compared to the base year, emissions were significantly reduced in the energy (-40.3%), 

agriculture (-54.0%) and industrial processes (-57.7%) sectors. In contrast, emissions in the 

waste sector have increased since 1985 (+14.5%). Solvent and other product use and land use, 

land-use change and forestry (LULUCF) sectors show fluctuating behavior.  

Driving forces of domestic emission reduction 

Under the EU’s Climate and Energy Package, Hungary as an EU member is committed to a 
quantified economy-wide GHG emission reduction target of 20% by 2020, compared to the 

1990 levels. This target is coupled with a renewable penetration rate of 14.65% for Hungary 

and an energy efficiency improvement of 20%; while the RED Directive (2009/28/EC) of the 

EU set the renewable target for Hungary as minimum 13% of the total gross final energy 

consumption, the objective defined by the NREAP is 14.65%. 

 

This means that Hungary committed herself to a reduction of 20% of the 96 961,78 kt CO2 

equivalent emissions of 1990 (see e.g. Molnár et al., 1996) (the target to be achieved is 77 
568,8 kt by 2020). 
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Sectors under the EU ETS are forecasted to provide a basis of GHG emissions savings until 

2025.  Beginning with 2013, from the third trading period onwards, a single EU-wide cap 

determines the amount of emissions allowed to be emitted by the EU ETS sectors. 

Furthermore, from 2013 onwards, a linear reduction factor of -1.74 % per annum applies to 

achieve a total of 21% of reduction in the ETS sectors. Under the joint Effort Sharing 

Decision (ESD) of the EU, Hungary took the commitment of a maximum 10% increase of the 

non-ETS sectors greenhouse gas emissions compared to their 2005 levels by 2020.  

 

A cornerstone of domestic climate change policy is the National Climate Change Strategy 

which was revised in 2013. Its key characteristics are as follows: 

· The responsibility of the government is to create the necessary regulatory-legal 

framework; to review and adjust the subsidy systems; to raise the awareness of the 

society by giving priority to sustainability and providing good example. 

· The residential sector is a key field of change: peoples’ lifestyle needs to be changed; 
a large-scale reduction of demands for energy and materials must be achieved (by 

subsidised energy efficiency projects, among others);  

· Industry and other enterprises also need to reduce their energy consumption, adopt 

emission reduction measures, to "green" their profile, products, and services. 

· Main areas of intervention are: 

· Energy efficiency in buildings 

· Renewable energy utilisation 

· Transport (road tolls, other economic incentives, modal split change) 

· Afforestation 

· New element is increased emphasis on adaptation to climate change. 

· NGOs, civil organisations shall have increased role in the dissemination of 

information, awareness raising and civil control. 
 

As the new EU Sustainable Development Strategy adopted by the European Council requires, 

Hungary prepares and regularly updates its National Sustainable Development Strategy 

(NSDS). The new NSDS has been adopted by the Hungarian Parliament in 2013.  

 

Beginning from 1995, a regularly (every six year) revised and updated National 

Environmental Protection Programme (NEP) is prepared (Molnár, 1997) . The recent National 
Environmental Protection Programme 2009-2014 (NEP-III) was adopted by the Parliament in 

2009. Similarly to the previous programmes, the NEP-III identifies general objectives, which 

are then broken down to specific actions, so-called thematic action programmes or TAPs. The 

general objectives are the following: 

· Improving the quality of the environment and life locally 

· Preservation of naturals resources 

· Promotion of sustainable lifestyle, production and consumption 

· Improvement of environmental safety. 

 

The following TAPs are relevant from the aspect of GHG mitigation: 

· Reinforcing environmental awareness 

§ Education, training within the education system from the elementary school to 

the university 

§ Environmentally conscious production and consumption 

§ Access to environment-related information, information dissemination 

§ Combating climate change 
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§ Reduction of GHG emissions (EU-ETS system, improvement of energy 

efficiency [NEEAP]),  

§ Reducing the environmental impact of transport (reducing demand, 

restructuring modal split, alternative fuels) 

§ Reducing emissions from the agriculture (improvement of production 

efficiency) 

§ Afforestation according to the National Afforestation Programme. 

· Environment and health 

o Transport and environment (Reverse the tendency of shifting to individual 

transport) 

· Protection and sustainable utilisation of waters 

§ Utilisation of the energy of geothermal waters 

· Waste management 

§ Prevention (reduction of waste quantities) 

§ Utilisation of wastes and recycling 

§ Reduction of landfill waste 

 

The National Sustainable Development Strategy has recently been reformulated and accepted 

by the government and is an important element together with the National Environmental 

Programme. The New Széchenyi Plan (NSZP) is an economic development programme and 

as such provides an operative background for the realisation of strategic objectives.  

The programmes of the NSZP concerning GHG mitigation are as follows: 

· Energy policy 

§ Energy policy is to serve economic growth and job creation, together with 

security of supply, resource diversification, and the reduction of import 

dependence; 

§ Production and utilization of renewable energies is to be encouraged.  

 

· Transport 

§ Creating the financial resources necessary for a sustainable transport system; 

§ Encouraging intermodal transports; 

§ Enforcing environmental and climate policy considerations; 

§ Transformation of the primary energy mix – a greater proportion of renewable 

energy is necessary; 

§ Development of an adequate traffic and transport system, nodes as well as 

intermodal and multifunctional logistics centres and related industrial parks 

established in these nodes to reduce road transit. 
 

The Green Investment Scheme (GIS) (Hungarian: Zöld Beruházási Rendszer – ZBR) is 

considered to be a key source of funding GHG mitigation projects and efforts. Several of the 

policies described in this report have been or will be financed at least partly from GIS sources. 

The GIS is planned to be restructured with the following priorities in mind: 

§ Complex (deep) energy efficiency revamp of multi-flat and family houses, to 

increase the approximately 40% energy saving achieved by GIS programmes so far 

to at least 60%; 

§ Support for the construction of new highly efficient buildings; 

§ Loan guarantee for the investors of the above projects, so that they could take 

loans at better conditions to provide their own share for the other supports from the 

GIS. 
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Table 1 Estimation of the impact of domestic policies and measures in CO 2 equivalent  

 

Policy name 

2015 

(ktCO2-

eq./yr) 

2020 

(ktCO2-

eq./yr) 

2025 

(ktCO2-

eq./yr) 

2030 

(ktCO2-

eq./yr) 

1 Promotion of renewables 5 600,25 8 821,2 11 299,1 13 061,0 

2 Nuclear power 2 762,66 5 172,8 7 875,8 10 593,8 

3 "Liveable panel buildings" sub-programme 509,7 953,5 1 374,1 1 592,7 

4 "Our home" reconstruction sub-programme 402,9 844,4 1 324,6 1 861,8 

5 "Power saving households" programme 535,4 1 117,1 1 439,7 1 573,6 

6 Renewable Public Institutions Sub-Programme 366,6 722,1 1 058,1 1 360,4 

7 Reduction of power demand of public institutions 495,3 972,8 1 451,6 1 866,4 

8 District heating efficiency sub-programme 135,1 242,0 312,7 347,2 

9 Reducing the energy use of enterprises 655,9 1 477,6 2 182,0 2 737,5 

10 Horizontal measures 126,3 336,7 547,2 757,7 

11 
Reducing the energy demand of cargo and passenger 

transport 
38,7 98,2 111,8 122,4 

12 Directing transport to railways 51,3 80,6 89,7 89,7 

13 
Directing transport to public transport and developing 

public transport 
19,6 52,4 84,7 106,5 

14 Reducing road transport emissions 727,5 1 549,7 2 578,0 3 622,7 

15 National Forest Programme for increasing forest area 500,00 700 1 000,00 1 300,00 

16 
Mitigation of agricultural emissions with partial change 

of nitrogen fertilizer utilization and cultivations change  
200,00 Na   

17 
Climate protection by efficient manure management and 

biogas 
135,00 Na   

18 New waste management instruments 2,14 4,62 12,70 16,96 

19 Setting up regional waste management projects  17,14 20,77 34,29 51,83 

20 Packaging waste governmental regulation 6,43 23,08 39,37 58,43 

21 
Budapest municipal door-to-door separate waste 

collection 
12,86 20,77 31,75 45,24 

22 Landfill recultivation, remediation 2,14 4,62 11,43 16,02 

23 Prevention  0,00 9,23 25,40 29,22 

24 Waste landfill tax  4,29 13,85 31,75 39,58 

Source: HUNMIT calculations 

 

Maximum 5% of the GIS revenues can be used for covering the administrative costs of the 

GIS. It is also required by the regulation that the supported project should be additional (i.e. 

not implemented without the support).  

 

The impact of policies and measures resulting in actual emission savings are summarised in 

table 1. 
 

The total savings expected from policies and measures is summarised in Table 2.  
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Table 2. Total effects of policies and measures until 2030. 

Gg CO2-equivalent per year 2015  2020  2025 2030 

Estimated emission savings from PAMs 13 307.19 23 237.98 32 915.95 41 250.61 

Source: HUNMIT calculations 

 

Assessment of domestic potential under the EU ETS  

Average 2008–2011 emissions in Hungary were 40.8 % lower than the base-year level, well 

below the Kyoto target of -6 % for the period 2008–2012. In the sectors not covered by the 

EU ETS, emissions were significantly lower than their respective target, by an amount 

equivalent to 33.6 % of the base-year emissions. LULUCF activities are expected to reduce 

net emissions by an annual amount equivalent to 1.9 % of base-year level emissions. Hungary 

intends to use flexible mechanisms at the government level by selling an amount of Kyoto 

units equivalent to 3.5% of base-year emissions per year. Taking all these effects into account, 

average emissions in the sectors not covered by the EU ETS in Hungary were standing below 

their target level, by a gap representing 31.1 % of the base-year emissions. Hungary was 

therefore on track towards its Kyoto target by the end of 2011. A summary is given in Table 

3.  
 

Total GHG emissions of Hungary decreased by 3.7% between 2011 and 2012, based on 

approximated GHG inventories for the year 2012. When considering the scope of the EU's 

climate and energy package, which includes emissions from international aviation, Hungarian 

emissions in 2012 are approximately 55% lower compared to 1990 levels (98 980.69 Mt). 

Hungary therefore reaches its 20% reduction target and beyond, eight years ahead of 2020. 

This on the other hand should not mean that the country has no dedicated tasks, as the 

reduction of emissions can be accounted to the decline in economic activity and economic 

growth beyond expectations. 

 

Aggregate projections from Hungary indicate that the total emissions will further decrease 

between 2012 and 2020 (and 2025, see the 6
th

 National Communication of Hungary for 

forecast figures). With the current set of national domestic measures in place, emissions are 

expected to reach a level in 2020 which is 65% below 1990 levels. Implementing the 

additional measures (at planning stage or realised at lower implementation levels) is expected 

to achieve a reduction of 74% below 1990 levels in 2020.  
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Table 3. Hungary’s emissions under ETS 

 Mt CO2 equiv. 2008 2009 2010 2011 2012 

Avg. 

of 

2008-

2012 

Total 

of 

2008-

2012 

1 Total GHG emissions 73.6 67.4 67.9 66.1 63.7 67.7 338.7 

2 Verified emissions under the EU 

ETS 
27.2 22.4 23.0 22.5 21.3 23.3 116.4 

3 Non-ETS emissions 46.4 45.0 45.0 43.7 42.4 44.5 222.4 

4 Initial Assigned Amounts (AAUs) 108.5 108.5 108.5 108.5 108.5 108.5 542.4 

5 Allowances issued under the EU ETS 25.1 23.9 25.7 25.0 32.8 26.5 132.5 

6 Non-ETS target 83.3 84.6 82.8 83.5 75.7 82.0 409.9 

7 Difference between target and 

actual emissions (non-ETS 

domestic) 

37.0 39.6 37.8 39.8 33.3 37.5 187.5 

8 Expected carbon sequestration from 

LULUCF 
2.2 2.2 2.2 2.2 2.2 2.2 11.1 

9 Difference between target and 

actual emissions (non-ETS 

domestic) incl. carbon 

sequestration 

39.2 41.8 40.0 42.0 35.5 39.7 198.6 

10 Planned use of Kyoto mechanisms by 

government (net transfer of AAUs + 

purchase of CERs+ERUs) 

-4.0 -4.0 -4.0 -4.0 -4.0 -4.0 -20.0 

11 Emission reduction units (ERUs 

issued in JI projects) 
0.0 1.2 1.4 1.6 3.1 1.5 7.3 

12 Difference between target and 

actual emissions (non-ETS, 

domestic, incl. Kyoto mechanisms 

and carbon sinks) 

35.2 36.6 34.7 36.4 28.4 34.3 171.3 

Source: EEA Report,2013 

 

The projected reductions are to be achieved both in the sectors covered by the EU ETS 

(mostly energy supply and industry), where an emission cap is determined at EU level, and in 

the other sectors covered by national emission targets under the Effort Sharing Decision 

(ESD). Beyond the EU ETS itself, the largest reductions are expected via measures supporting 

renewable energy under the Renewable Energy Directive (RED) and implementation of 

efficiency measures and energy saving measures. Despite these promising results, energy 

efficiency measures in the residential and services sectors are of key importance in the 

provision of further emission reductions by 2020.  

 

Concerning the national GHG targets under the ESD: 2012 non-ETS emissions were below 

the 2013 ESD targets and 2020 non-ETS emissions are projected to be lower than the 2020 

ESD target with the existing measures. Concerning the national targets for the RES share in 

the gross final energy consumption, the 2011 RES share was above the RED and NREAP 

2011–2012 trajectories. Concerning energy efficiency, some progress is made in reducing 

energy consumption but further improvements are necessary to further develop policies or to 

better implement the existing ones. 

 

Regarding the current progress towards 2013 ESD targets, we can draw the following 

conclusions. If we consider the proportional targets of 2020 by 2013 – the so called 2013 ESD 

targets – then the reduction of -5% is the proportional goal until 2013 and +10% by 2020 for 
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non-ETS sectors is allowed. The actual emissions from non-ETS sectors are 18% less in 2012 

than the 2005 values and 6.9 Mt (13%) below the 2013 ESD target. 

 

Considering the projected emissions in 2020 in non-ETS sectors and comparing them with the 

targets for 2020, the With Existing Measures scenario forecasts a -8% aggregate emission 

reduction (a 11 Mt reduction) compared to the target whilst the With Additional Measures 

scenario forecasts a 21 Mt reduction and a -16% relative gap.  Overall, the projections show 

that with the current measures, the non-ETS emissions in 2020 will be below the 2020 targets.  
 

 

Different scenarios of structural adjustment 
 

The European Commission outlined multiple options for dealing with the carbon market 

imbalance, which are as follows. 

 

· The first version would be to increase EU reduction targets in ETS sectors to 30% by 

2020 which would have to be accompanied by the retirement of allowances or 

increasing the annual reduction factor. This would have beneficial impacts on the 

implementation of long term objective of 80-95% reduction by 2050 and should 

necessarily affect the commitments under the Effort Sharing Decision.   

· Retirement of allowances would be effective in phase 3 of the EU ETS and would 

actually mean a more demanding emission reduction target but would have no direct 

impact after 2020.  

· Changing the annual linear factor of reduction in an earlier stage would provide a 

resolution of the present imbalance and would be a key driving force after 2020, 

however several question arise with such a measure. The issue of economic growth 

and competitivity is of primary concern besides the linkage with international carbon 

markets, notably the relative economic costs of an allowance in different frameworks.  

· The extension of emission trading to presently non-ETS sectors is also a possibility, 

but is quite unambigous how much it would impact  

· The limitation of international credit acceptance would be yet another way of boosting 

the market and could lead to less costly solution of emission abatement.  

 

· Finally the introduction of price control is also considered, this however contradicts 

the original market based philosophy of the ETS.  

 
With regards to the foreseen changes of the EU ETS as there are no price forecasts available 

for allowances for the different scenarios outlined it is still too early to say how revenues 

would be generated. A cautious assessment can be made if we consider that the planned 

measures (COM2012/652) will limit the supply-demand gap in approximately 400 million 

units, and from historical data this means that allowance unit prices would always be above 

10 euros.  

 

Conclusions  

 

Bringing together the results of the current progress towards the 2013 targets (based on 2012 

proxy data) and projected progress to 2020 targets (based on Member States projections) 

allows for an overall assessment of the progress achieved so far by Hungary towards her 

objectives under the ESD. Thus Hungary is presently considered to be on track towards her 

respective 2013 ESD targets, i.e. 2012 non-ETS emissions were below these targets. 
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If a modified base year (2005) would be set for the 2020 ESD targets (adjusted according to 

Art. 10) then for Hungary it would mean a 16% reduction target or a 57 Mt CO2 equivalent 

emission cap in the non-ETS sectors until 2020. This is expected to be reached already under 

the assumptions of the WEM scenario, which forecasts a 43 Mt emission (WAM forecasts 

GHG emissions equivalent with 40 Mt of CO2 by 2020). Thus Hungary is expected to reach 

her 2020 target with the current set of policies and measures through domestic emission 

reductions alone even if a more demanding base year is chosen. 
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