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Starting point for buildings (2011 roadmap) ——

Low-carbon strategy for 2050

Targets compared to 1990 levels
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The reduction for buildings is -88% to 91% (37% - 53% around 2030)
— Essential role for energy efficiency and renewables.




2018 - The new global landscape el
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Energy demand in buildings could increase globally by 50% in 2050.
But the sector offers the largest cost-effective GHG mitigation #POTENTIAL.




As an industry, can we make it ?
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g - Technologyis there - nZEB uptake too slow
5 - Momentum & visibility - Renovation too slow
> (2050/2030) - Reluctanceto renovate

- Peoplewant it! #jobs - Floor space

- Digitalisation - Consumer myopia

- Financestepsin ... - Financing stays away
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Industry CAN deliver, technically speaking.
Whether it WILL deliver depends on how quickly it can #scale-up.
#INVESTMENT today depends on the visibility to 2030/2050
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Long-term planning essential for industry (and others)

* |nvestingin new plants Crett e,

 Modernising existing plants .':"'i _'-.-. "-“'-_'

* Developing new solutions / services ' tes VL0 "

* Industrialisation / off-site / prefab T L I et

* Training / Al B R

* New ways of interacting w/ players : o e TR
o Clustering / aggregating DA TR IULPRE

o Public/ private Mgt
o Financing / new instruments
o Decision-making : multi-level

Long term-planning is key for transforming the sector.
Also : It takes time to work differently ! #collaborate
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Long-term planning starts with roadmapping

Total Ireland residential energy demand by 5c_enar'|l I
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Some started early... but many more are catching up.
Roadmaps need good #data and good #scenarios (#modelling)
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Modelling is about capturing trends

Digitalisation
- Smart — Al S
Sustainability ggrk:]ar::fg;?g;’
/ circularity districts ’
Renewables Demography
(on & off-site) / Occupation
nZEB & Building Health,
(deep) Comfort
renovation SECtO I Productivity

Besides climate and energy, major trends will transform the building sector.
Modelling the decarbonisation requires to take a close look at them.



The many challenges of making choices in modeljg/,%/

The Economist

_ Tech no I Og|ca| SOI utlo ns E Economists pay too llﬁle attention to

the problems caused by valuing
everything in terms of money
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- Uptake & affordability
- (evolving) expectations

- Consumer behaviour

- Impact of policies

Economists focus too little on
what people really care about

- Reduction of (perceived) risk eoGROMISLOD

.. many " unknown" ! Beyond monetary value, how to

capturethe broaderconcernsand
drivers of consumer choice, e.g.
societal values, ecological impact...?

Modellingis importantfor how it describes the presentsituation and for how it
can realistically represent the drivers for change. It helpsreducingthe future
unknown. Making choices leads to simplifying - e.g. ignoring /magnifyingtrends...
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Challenge #1 : Discount rates

Between a Rock and a hard place

How the cost of energy efficiency has been inflated

The European Parliament, Commission and Member
States are currently discussing what the EU’s 2030
energy efficiency target should be. And while the
benefits of higher ambition are well known - climate
action, jobs, better living standards, energy security -
policymakers tend to focus most on investment costs.

This is why the discount rate which the Commission
uses to estimate costs is so crucially important. A higher
rate leads to calculations showing higher costs, making
a more ambitious 2030 target look unattractive.

In climate and energy modelling, the discount

rate is the value used to assess the costs of different
scenarios. Put simply, the higher the rate, the higher
the costs— and the less atiractive the outcome. A very
high discount rate in policy modelling is a disincentive,
rather like a high interest rate on a house loan leading

10 punitive annual instalments.

So what discount rate is the Commission using in its
modelling? For buildings, until two years ago, it was an
astonishingly high 17.5%. This was higher than the rate
used for oil companies operating in conflict zones. The
Commission has since lowered the rate to 10%. But this
is still much more than the discount rates used by the
Member States. Already in 2015, the Member State
average for buildings was a rate of 5.7% (see map).™

Between a Rock and a hard place: inits background
analysis for the negotiations on the EU’s 2030 energy
efficiency target, the European Commission used a
discount rate which is almost double the average rate used
by national governments and regions. Only Gibraltar uses
the same discount rate for buildings as the Commission.

[l <5% discount rate
[l 5-9% discount rate
[l 10% discount rate
[l Data unavailable

What does this mean? In 2016, usinga 10%

rate, the Commission recommended a 30% by
2030 target on cost-effective grounds. But if the
same calculations were carried out using a Member
State 5.7 % rate, costs would be much lower, and the
cost-effective potential significantly higher —in line
with the Parliament’s call for a 35% target, which
several Member States are also backing.

Policy decisions for the EU’s 2030 efficiency

target are being based on inflated cost estimates.
Ifamore realistic discount rate was used, there
would be a much stronger case for higher ambition.
This in turn would have big, positive, socio-economic
impacts, and help the EU to implement the Paris
Climate Agreement.

‘The Commission [...] assumes unrealistically

high investment costs through the use ofa[...] 10%
discount rate rather than a more realistic, nuanced
cost and benefit analysis.”

Institutional Investors Group on Climate Change
(IIGCC), a group of investment and pension funds
representing over 21 trillion euros.

*eceee, Ecofys, November 2015, *Evaluating our future. The crucial

role of discount rates in European Commissicn energy system modelling”
Www.eceee org/policy-areas/discount-rates/
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The use of Discount Rates in Policy Modelling
26 March 2015
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Discount rates in energy system analysis

Discussion Paper

Jan Steinbach, Fraunhofer IS|
Dan Staniaszek, BPIE

Commissioned by the
Buildings Performance Institute Europe (BPIE)

May 2015

of decision-making?

Building renovation : How much can we (do we want to) reflect the complexity

How much can we (do we want to) account for the impact of policies?




Challenge #2 : Describing motivations —

Why do people want to renovate?
Example of a model that assumes : ¥ 90 PEOP
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* 20% «resisting»
* 60% « variable »

e 20% « frontrunners »

Contexte sociologique

» Les mofivations de renovation, la sobnéete et la
gestion de |I'énergie sont sujeties a la structure
familiale. 3 catégones sont distinguées :

» Részistants (20%) : privileégient le confort, ne
pratiquent pas la sobnété.

» Variables (40%) : choisissent les postes sur
lesquels faire des efforts selon leurs préférences.

» Moteurs (20%) : Sobres par jeu ef conviction
climatigue

Can we still assume that “frontrunners” renovate their home with a view to
restrain comfort, simply encouraged by their climate conviction ?
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Conclusion: How can modelling best support decision-making ?

Good data

Make assumptions transparent

Revisit assumptions, e.g. discount rates
Capture trends, e.g. multiple benefits
Envisage complexity

Recognise changes, impact of policy

1) Ensuring consistency between modelling assumptions, societal &
economic reality

2) Modelling cannot ignore trends incl. those pushed by policy

3) Openness in early stage as an essential success factor for designing policy
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Thank you for your attention
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Economics as one way of looking into the future, not the only one ©
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Back up slides _——




EuroACE Members (May 2018) —
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What is EuroACE?

Europe’s leading companies involved with the manufacture,
distribution and installation of a variety of energy saving goods and
servicesin buildings

Objective
To promote energy efficiency in buildings on the EU political and

regulatory agenda, raise awareness, provide research data and
communicate on available solutions and policies

We believe that improving the energy efficiency of buildings is the
most cost-effective method of

Creating employment and securing economic recovery
Achieving energy security

Meeting carbon reduction targets

Providing Europeans with comfortable & healthy homes



