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Climate transition and public finance direct implications
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It is technically feasible to reach climate neutrality by 2050 in Belgium and
several trajectories can be pursued
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The range of indicators is broad, especially for non-economic approaches
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Total additional investment from 0 to +23 billion €/year

Preliminary and partial assessment — adaptation and damage not included
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Work in progress

In net zero scenarios, total
investment varies from 1 060
billion € to 1 760 billion €,
and additional investments
range from 0 to +700 billion €
over the period

On an annual basis, this
amounts to 0 to +23 billion
€/year, or 0% to +4,5% of the
GDP.

This wide range of investment
need estimates is explained
by the variety of net-zero
scenarios for Belgium.

Scenarios including sobriety
options need less additional
investment than technology-
focused scenarios but require
a drastic shift in the type of

investments
be



Energy sector additional investment ranges from +2 bn € to +7 bn €/y

Investment needs in the energy sector by 2050 [Billion €]
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Work in progress

Scénario MAX

Scénario MIN

Electricity - Network
H2 - Import/Export terminals for boats

In net zero scenarios,
total investment varies
from 95 billion € to
235 billion €, and
additional investments
range from +60 billion
€ to +200 billion € over
the period, i.e. +2 to +7
bn €/y.

Additional investment
needs in the energy
sector vary widely
across scenarios,
depending mostly on
the electricity
production capacity
needed.
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The renovation rate and depth need to drastically and quickly increase
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Rate to quickly increase from 1% to
about 2,5-3% per year.

Depth to increase as well in order
to evolve from shallow to mainly
high-depth renovations

In CORE 95 en BEH scenarios, total
residential and non-residential
floor area stabilised to current
levels from 2020 onwards

By 2050 under the CORE-95
scenario, remaining existing non-
renovated area decreases
drastically to about 10% of total
floor area, entailing energy
demand reductions of 40% wrt REF
scenario

Remaining demand is met by
decarbonized supply in 2050



Buildings additional investment ranges from -2 to +13 bn €/y

Investment needs in the building sector by 2050 [Billion €]
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Transport additional investment ranges from -2 to +7 bn €/y
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In net zero scenarios, total investment
varies from 500 billion € to 745 billion
€, and additional investments range
from -55 billion € to +190 billion € over
the period, i.e. -2 to +7 bn €/y.

In all scenarios, investments in
transport infrastructures need to
increase, but the decrease in the
number of road vehicles could
completely or partially offset this
increase.

In sobriety scenarios, higher
investments are needed in public or
shared transport infrastructure such as
: rail, other public transport, cycling
infrastructure and electric vehicle
charging infrastructure.

In technology focused scenarios, the
vehicle fleet decarbonization results in
higher investment needs but additional
investment needs in public or shared

transport infrastructure are lower.
N & -
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In these categories, additional investment ranges from +1,5 to +3,5 bn €/year
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Share of public finance of investments up to 50% according to France Stratégie
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Tableau 5 - Coiit annuel de la transition climatique
pour les finances publiques, 2030
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Part publique
Investissement Part de Scénari
En milliards d’euros supplémentaire financement :B:i":;lzr
en 2030 public constante P

Béatiments publics 10 10 10
Infrastructures 7 4 4
Rénovation des logements
(chauffage et isolation) 21 10 14
Rénovation du tertiaire privé 17 0 2
Equipement des ménages 8 5 5
en véhicules électriques h - -
Equipement des entreprises
en véhicules électriques, poids lourds 4 0 1
et utilitaires légers
Investissement des entreprises

. . 13 3 4
(y compris énergie)
Adaptation 3 n.a. 1

TOTAL

(y compris adaptation
et hors agriculture)

MNote : pour rappel, les investissements supplémentaires (colonne 2) sont les investissements associés aux
principales mesures de réduction des émissions d'ici en 2030 identifiées. L'investissement supplémentaire
négatif pour I'équipement en véhicules électrigues des ménages s'explique par le fait gu'avec le report vers
d'autres modes de transport (vélo, transports en commun, etc.) et la baisse de la mobilité, les ménages
acheteraient au total moins de vehicules qu'en l'absence de transition. Leurs dépenses de vehicules s'en
trouveraient réduites, malgreé le surcolt des vehicules electrigues (voir Chapitre 7). La part publigue est le

montant financé par les finances publiques, le reste étant financé par le privé.

Source : estimations des auteurs

. 13

About 37% of public financing for
additional investments under
current (constant) share and
about 51% under an “optimal”
(according to the authors) share
Largest public expenditures in
the buildings sector, by far
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Damage costs: Belgium is vulnerable to climate change

Swiss Re « Climate risk index »: Belgium in the middle of the ranking

() Belgium
Total Index Rank: 24

Source: Swiss Re Institute (2021) h



Potentially large damage costs, requiring public finance h

Summer 2021 floods in Wallonia example: the Walloon Region has released €2.0 bn (including €1.03 bn for
insurance) out of a total estimated cost of €5.3 bn
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Carbon pricing public revenues are expected to be significant

Yearly overview of (expected) revenues from BE auctions in phase IV (2021-2030)
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Fiscal revenues on fossil fuels will tend to decline

Public revenues from energy products and electricity, 1990-2021(billion €, in 2022 prices)
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Fossil fuel subsidies need to be reformed. Still, most reforms
will require public expenditures
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Energy taxation needs to be reformed and must provide the

right incentives for low-carbon investment

Average prices for household heating in Belgium and neighbouring countries for the first half of 2023
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Source: Landscape of carbon and energy taxation and pricing in Belgium (2023)
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Key takeaways

Investment

- Transition is an investment issue, for all actors and in all sectors

« The level of net additional investment depends fundamentally on the transition trajectory pursued,
ranging from very little additional investment to additional investment equivalent to several pp of GDP

Public investment and spendings

 In all trajectories, the additional public investment required is substantial

 In addition to public investment, substantive public spendings are likely to be required to (i) stimulate
private investment, (ii) support/compensate several actors

 Public spending on climate adaptation and damage (investment, compensation, etc.) is likely to be very
substantial, but further analysis is required to quantify it

Public revenues

« Public revenues linked to carbon and energy taxation and pricing are part of the equation
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Environment o



7~ \
CLIMATECHANGE.BE

NS

Thank you
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