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H1 2025 review: carbon markets expand as voluntary market retirement volumes
reach new highs, and new and updated carbon compliance schemes grow

Voluntary carbon offset retirements in the first six months of 2025 surpassed demand over the previous six-month period
and long-term credit buying contracts soared. Despite U.S. federal priorities under its new administration pivoting away from
climate goals, other nations are leaning in with new and expanded carbon compliance schemes. Voluntary corporate
commitments to science-based targets nearly doubled this year, helped by advancements in carbon offset buyer guidance.

Carbon market policies, standards, and
initiatives

While U.S. federal climate policy saw a pullback, other
nations advanced their emissions reduction strategies.
Voluntary market participation nearly doubled year over
year, driven by enhanced guidance from the Science
Based Targets initiative (SBTi) and Voluntary Carbon
Markets Integrity Initiative (VCMI) to support buyers in
meeting, tracking, and verifying emissions goals.

Voluntary carbon markets (VCMs)

Carbon credit retirements from January to June hit a
record high, led by buyers in energy, tech, aviation, and
communications. Renewable energy credits dominated,
followed by nature-based solutions. New credit issuances
declined across maijor registries, as recent methodology
updates are being applied to new projects. The Integrity
Council for the Voluntary Carbon Market (ICVCM)
provided Core Carbon Principles (CCP) approval for
American Carbon Registries’ Improved Forest
Management 2.1 methodology.

=

VCM prices

Voluntary carbon market prices trended up through the
first half of 2025. Average carbon prices for North
America credits advanced, as did nature-based solution
carbon prices in general.

Compliance carbon market prices

Regulated carbon market allowance prices and offset
prices were mixed during the January to June 2025
period. California prices fell, while Washington State
prices continued to advance. Australia carbon credit unit
prices remained rangebound, and New Zealand’s carbon
unit price remained at or below the auction floor price.
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Voluntary carbon market

Initiative/ Issuingbody  Effective Key changes Primary impact Status
framework date
SBTi Version 2.0 Science Draft (2024) Introduction of new draft standards for the inclusion of high Better clarity leads to more companies setting Draft

Based Target integrity carbon removal solutions in corporate net zero science-based targets. In 2025, over 8,000

initiative strategies, with pathways for companies to meet long-term companies and financial institutions have

(SBTi) climate goals validated targets, up from 4,200 firms in 2024.
Claims Code of VCMI 2024 Updated guidelines for companies to reduce direct emissions and  Adds clarity to corporate emission Active
Practice and Scope 3 use high-quality carbon credits for Scope 3 emissions commitments and helps address scope 3
Action Code of Practice emission reduction barriers to accelerate global

net zero

ICVCM Frameworks Multiple Ongoing Standards are being updated to align with ICVCM frameworks to Aims to ensure high integrity in carbon market Ongoing
Alignment standards be eligible for ICVCM'’s CCP labeling methodologies

bodies
Core Carbon Principles  ICVCM Immediately American Carbon Registry’s Improved Forest Management on A CCP label provides further confidence to Active
(CCP) Non-Federal U.S. Forestlands 2.1 methodology has earned CCP buyers in high-quality, high-integrity credits

approval from the ICVCM issued under this methodology
Six Principles for U.K. Late 2024 Released principles under consultation for implementation to Consultation phase to determine Proposed
Voluntary Carbon and government unlock high-integrity voluntary carbon and nature markets in the implementation strategies
Nature Market Integrity United Kingdom
Carbon Removals and European Late 2024 First EU-wide voluntary framework for certifying carbon removals,  Aims to facilitate investment in innovative Active
Carbon Farming Union carbon farming, and carbon storage; provides guidelines, carbon removal technologies and address
Regulation monitoring, verification, and reporting standards greenwashing
Impact of U.S. Policy u.S. Ongoing Changes in U.S. climate policy affecting financial sector alliances,  Despite withdrawals, the Net-Zero Banking Ongoing
Changes on Financial administration with several banks and asset managers exiting the Net-Zero Alliance continues progress with over 100
Sector Climate Banking Alliance and the Net Zero Asset Managers Initiative global banks having independent science-based
Alliances (NZAM). NZAM has launched a review, suspending activities to sectoral 2030 targets. NZAM reviewing
track and report manager progress initiative due to developments in the United

States and varying expectations in different
jurisdictions



https://sciencebasedtargets.org/developing-the-net-zero-standard
https://sciencebasedtargets.org/
https://sciencebasedtargets.org/
https://vcmintegrity.org/scope-3-action/
https://icvcm.org/core-carbon-principles/
https://acrcarbon.org/methodology/improved-forest-management-ifm-on-non-federal-u-s-forestlands/
https://acrcarbon.org/methodology/improved-forest-management-ifm-on-non-federal-u-s-forestlands/
https://acrcarbon.org/methodology/improved-forest-management-ifm-on-non-federal-u-s-forestlands/
https://acrcarbon.org/methodology/improved-forest-management-ifm-on-non-federal-u-s-forestlands/
https://icvcm.org/core-carbon-principles/
https://carbon-pulse.com/wp-content/uploads/2025/07/vcnm-integrity-consultation-document.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202403012
https://www.unepfi.org/net-zero-banking/members/
https://www.unepfi.org/net-zero-banking/members/
https://www.unepfi.org/net-zero-banking/members/
https://www.unepfi.org/net-zero-banking/members/
https://www.netzeroassetmanagers.org/signatories/

Compliance carbon market and climate regulations

Policy level

Sector covered

Key policy changes/proposals

2025 outlooks

United
States

North
America

California

European
Union

Brazil

Panama

Dominican
Republic

Federal

Subnational

State

Regional

National

National

National

Fossil fuels, clean energy

California, Washington,
Quebec, Regional
Greenhouse Gas
Initiative (RGGI) states

Various

Various

Various

Carbon market

Carbon market

Executive order declaring a national energy emergency to expedite fossil
fuel development; U.S. withdrawal from the Paris Agreement;
modification or termination of clean energy incentives and emission
reduction funding through reconciliation bill H.R.1

North American emission reduction systems (California Cap-and-Trade,
Washington Cap-and-Invest, Quebec Carbon Market, and RGGI) facing
challenges due to the new U.S. administration's climate policy shift.
Note the April 2025 executive order targeting state-level climate action

Pending legislations for climate mitigation: emissions and climate-
related financial risk disclosure for state contractors by 2027,
establishment of state-level Carbon Dioxide Removal Purchase Program,
regulations for carbon dioxide transport across the state

Legislative proposal for 2040 climate target with a 90% emission
reduction goal, introduction of permanent carbon removal within the EU
Emissions Trading System, limited use of Article 6 credits (3% of 1990
baseline) as part of the emission target pathway

Roadmap for Brazilian Emission Trading System (SBCE) with details on
emission caps, allocation methods, and schedules. COP30 hosted in
Brazil in late 2025, with a focus on global climate action leadership

Plans for a regulated voluntary carbon market to channel corporate
demand toward domestically generated credits

Discussion of a pilot emissions trading system allowing covered entities
to use a percentage of offsets to meet compliance obligations

Shift away from climate policy under the new U.S.
administration, causing uncertainty in national and
subnational climate initiatives

Continued navigation of policy changes and potential
adjustments in regional climate initiatives in response to
federal direction

Strengthening of state-level climate policies to advance
mitigation efforts, with new programs and regulatory
frameworks being developed

Ambitious emission reduction targets and strategic
integration of carbon removal technologies, with ongoing
legislative developments to support these goals

Establishment and implementation of SBCE, showcasing
Brazil's commitment to high-integrity carbon trading and
leadership in the global climate arena

Development of domestic carbon credit markets to
increase local demand and participation, enhancing
national climate action strategies

Exploration and potential implementation of emissions
trading mechanisms to bolster national climate policies,
with a focus on balancing offset use and compliance



https://www.whitehouse.gov/obbb/
https://ww2.arb.ca.gov/our-work/programs/cap-and-trade-program
https://ww2.arb.ca.gov/our-work/programs/cap-and-trade-program
https://ww2.arb.ca.gov/our-work/programs/cap-and-trade-program
https://ww2.arb.ca.gov/our-work/programs/cap-and-trade-program
https://ww2.arb.ca.gov/our-work/programs/cap-and-trade-program
https://ecology.wa.gov/Air-Climate/Climate-Commitment-Act/Cap-and-invest
https://ecology.wa.gov/Air-Climate/Climate-Commitment-Act/Cap-and-invest
https://ecology.wa.gov/Air-Climate/Climate-Commitment-Act/Cap-and-invest
https://ecology.wa.gov/Air-Climate/Climate-Commitment-Act/Cap-and-invest
https://ecology.wa.gov/Air-Climate/Climate-Commitment-Act/Cap-and-invest
https://www.environnement.gouv.qc.ca/changementsclimatiques/marche-carbone_en.asp
https://www.rggi.org/
https://www.whitehouse.gov/presidential-actions/2025/04/protecting-american-energy-from-state-overreach/
https://www.whitehouse.gov/presidential-actions/2025/04/protecting-american-energy-from-state-overreach/
https://www.whitehouse.gov/presidential-actions/2025/04/protecting-american-energy-from-state-overreach/
https://www.carbon-direct.com/insights/california-advances-emissions-disclosure-and-carbon-credit-bills?utm_campaign=8171557-Webinar%202025&utm_medium=email&_hsenc=p2ANqtz-9mkjF7quj_hhVMAMGtJx_cQf28n7ShaAuEbVGk_4yHoW6pmMas3goQp9FgKVS7kAkZC4tWjEgA2SPbq8MuGtwUaIUb1g&_hsmi=370803578&utm_content=370762829&utm_source=hs_email
https://climate.ec.europa.eu/eu-action/climate-strategies-targets/2040-climate-target_en
https://www.climate-transparency.org/wp-content/uploads/2025/05/Implementation-Check-Brazil_Carbon_Market_2025.pdf
https://vcmintegrity.org/vcmi-panama-announce-strategic-partnership/
https://unfccc.int/news/dominican-republic-advances-design-of-pilot-emissions-trading-system

Compliance carbon market and climate regulations (continued)

Policy level

Sector covered

Key policy changes/proposals

2025 outlooks

Vietnam

International

European
Union

European
Union

National

Global

Regional

Regional

Steel, cement,
thermal power

Aviation

Various

Consumer
protection

New emissions trading scheme targeting three carbon-heavy industries;
allows carbon credit offsets from domestic or international projects for up
to 30% of emission reductions.

Carbon Offsetting and Reduction Scheme For International Aviation
(CORSIA) eligible credits remain supply constrained; currently only
Guyana jurisdictional REDD+ credits available, with cookstoves sector
credits expected to be approved this year.

EU Green Claims Directive facing criticism and confusion; regulation is on
hold as of July 2025 with exemptions for microenterprises.

EU’s Green Transition Directive set to apply in late September 2026,
reinforcing anti-greenwashing frameworks.

Implementation of the scheme to incentivize emission
reductions in key industries, with flexibility to use carbon
credits for compliance.

Potential expansion of available credits for CORSIA as new
projects are approved, though supply constraints continue
to be a challenge.

Awaiting further clarification and potential adjustments to
the directive, with ongoing discussions on its future
implementation.

Directive expected to enhance consumer protection
against greenwashing, with a clear timeline for
implementation.



https://esgnews.com/vietnam-launches-emissions-trading-scheme-covering-half-of-national-co2-output/
https://www.icao.int/environmental-protection/CORSIA/Pages/default.aspx
https://www.icao.int/environmental-protection/CORSIA/Pages/default.aspx
https://www.esgtoday.com/eu-commission-clarifies-anti-greenwashing-law-has-not-been-withdrawn/
https://energy.ec.europa.eu/news/new-eu-rules-empower-consumers-green-transition-enter-force-2024-03-27_en

VCM credits
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H1 2025: voluntary carbon demand reached new highs

VCM credit supply (issuances) and demand (retirement) (million carbon credits)
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Source: American Carbon Registry, Climate Action Reserve Registry, Verra Registry, Gold Standard Registry, as of July 1, 2025. VCM refers to voluntary carbon markets.
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A total of 83 million credits were retired
between January and June 2025 from the
four major voluntary carbon market
registries, marking a 3% increase from the
same period in 2024 (80 million credits)
and setting a new record for the first half of
the year.

The monthly average retirements in the first
six months of 2025 reached 13.8 million
credits per month, which is 3% higher than
in 2024 and 6% higher than in 2023 over
the same period.

Approximately 89 million credits were
issued within the four main registries from
January 2025 through June 2025, 24%
lower than the same period in 2024 (118
million credits). 14 million credits were
issued on average per month, a decrease of
4.8 million per month compared to the same
period last year.



H1 2025: demand for carbon credits dominated by
energy projects

VCM credits monthly retirements by project type (million carbon credits)
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Source: American Carbon Registry, Climate Action Reserve Registry, Verra Registry, Gold Standard Registry, as of July 1, 2025. NBS refers to nature-based solutions. VCM refers to
voluntary carbon markets.
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Renewable energy projects continued to
represent the largest share (50%) of credits
demanded as measured by credit retirements.
Despite the decision from the ICVCM to not
accept renewable energy projects for CCP
approval, the relatively abundant and low price
of the credits continue to drive their
dominance in the four main VCM registries.

Nature-based solution credit demand fell in
both volume and share, making up 34% of total
retirements (28.4 million credits), down from
39% (31 million) in 2024.

Demand for projects in the “other” category,
which include projects such as landfill gas
capture and industrial gas substitution
represented 17% (9 million credits) of the total
volume of retirements.

Several large carbon offtake agreements for
improved forest management, afforestation,
reforestation and revegetation (ARR), and
durable carbon dioxide removal, and durable
carbon dioxide removal projects were signed
in 2025, indicating the continuation of the
market’s shift from spot to forward purchases
or direct investments.



H1 2025: energy projects continue to dominate carbon

credit new supply

VCM credits monthly issuances by project type (million carbon credits)
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Source: American Carbon Registry, Climate Action Reserve Registry, Verra Registry, Gold Standard Registry, as of July 1, 2025. NBS refers to nature-based solutions. VCM refers to
voluntary carbon markets.
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Renewable energy projects continued to represent
the largest share (60%) of new credit supply
(issuances). Despite the decision from the ICVCM
to not accept renewable energy projects for CCP
approval, the relatively abundant and low price of
the credits continue to drive their dominance in the
four main VCM registries. However, going forward,
new supply is expected to decline as issuances
slow, and buyers increasingly seek high-quality,
CCP-approved offsets.

NBS issuances dropped 16% year over year to 13
million credits, contributing 15% of total credits
issued. Projects using new NBS methodologies
released in 2024 and early 2025 aren’t yet
available for purchase. The recent CCP-approval
of ACR's Improved Forest Management on Non-
Federal U.S. Forestlands (IFM 2.1) methodology is
expected to positively impact future

issuance, potentially increasing the availability of
high-quality NBS removal credits to the market.

Issuances of “other” credits fell 18% compared to
the same period last year, with 22 million credits
issued through June 2025, a 25% share of the
total new credit issuances. The approval of the first
CCP-aligned methodologies in the landfill and
ozone depleting substances sectors may support
increased future issuance from these project
types.

10
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VCM prices trend higher during January to June 2025 ﬁ

* Global VCM prices strengthened, with credit

Monthly average prices ($/tonne) prices in the VCS and gold standard
registries rising 15%. NBS credits, including
14 REDD+ projects, increased over 20%. The

Allied Offsets 500 Index, representing 500
of the largest retired projects, climbed 18%.
12 North American credits—primarily from CAR
and ACR—rose over 25%, reaching new
highs for the price series.
10 * Spot prices for carbon credits show
significant differences across geography,

8 project type, credit quality, and vintage.
Average prices for North America IFM
credits, which supply removal and avoided

6 emissions credits, were recorded between
$9 and $22 per tonne, while ARR credits
were priced between $25 and $40 per

4 tonne.!
2
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== Allied offsets 500 === Nature-based solutions CARand ACR  e====North America === \/CS and gold standard
Source: Allied Offsets Price Indexes, as of July 7, 2025. Allied Offsets develops weekly voluntary carbon markets (VCM) price indexes based on asking prices reported by over 20 1 MIM research as of June 30, 2025.
brokers and researchers. The Allied Offsets 500 Index represents reported prices for the 500 largest retired projects in the VCM. Nature-based solutions (NBS) represent the most 12

retired forest- and agriculture-based projects in the VCM (quantity of projects undisclosed). The Climate Action Reserve (CAR) and the American Carbon Registry (ACR), North America,
and VCS and Gold Standard each represent the reported price for the most retired projects corresponding to that category (quantity of projects undisclosed).



Compliance carbon prices mixed during January to
June 2025

Quarterly prices (domestic currency $/tonne)
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Source: Washington: International Carbon Action Partnership, Washington Cap-and-Invest Program auctions and trading website, as of April 2025. NZ ETS: International Carbon Action
Partnership, Jarden, as of December 2024. Platts, as of July 2025. CA Allowances: International Carbon Action Partnership, California Air Resources Board (ARB), as of April 2024. CA
CCO8 DEBs, CA CCO8 Non-DEBs: ClimeCo, as of July 2025. AU ACCUS: Market Advisory Group, as of June 2025.

e’

California Carbon Allowance (CCA) prices
reflected federal policy uncertainty and
stalled reauthorization talks. The Q2 auction
cleared at or near the price floor for the first
time since early 2021, following market
concerns over the U.S. executive order to
reignite clean coal. California offset prices
also declined, with both Direct Environmental
Benefit (DEB) and non-DEB credits trending
lower alongside CCA prices.

Washington carbon allowance prices have
risen steadily since surviving a recall in
November 2024, climbing from $50 per
tonne in March to $58.51 at the June 2025
auction.

In Australia, ACCU prices eased from the
postelection spike, settling at AUD 35.45 per
tonne by end-June. Average monthly demand
rose to 3.30 million, up from 2.90 million in
2024.2 Registrations in FY 2024/2025
continued shifting toward nature-based
methods, with soil carbon, plantings, and
plantation forestry accounting for 86% of new
projects.3

In New Zealand, March and June carbon
auctions cleared with no bids amid
uncertainty around future emission budgets
and scheme use. Secondary market prices
hovered near the floor, with a closing price of
NZD 59.00 per tonne as of June 17.4

2, 3 RepuTEX as of June 30, 2025. 4 Ministry for the 13
Environment, as of June 30, 2025.



Thought Leadership Disclosure

Investing involves risks, including the potential loss of principal.
Financial markets are volatile and can fluctuate significantly in response
to company, industry, political, regulatory, market, or economic
developments. These risks are magnified for investments made in
emerging markets. Currency risk is the risk that fluctuations in
exchange rates may adversely affect the value of a portfolio’s
investments.

The information provided does not take into account the suitability,
investment objectives, financial situation, or particular needs of any
specific person. You should consider the suitability of any type of
investment for your circumstances and, if necessary, seek professional
advice.

This material is intended for the exclusive use of recipients in
jurisdictions who are allowed to receive the material under their
applicable law. The opinions expressed are those of the author(s) and
are subject to change without notice. Our investment teams may hold
different views and make different investment decisions. These opinions
may not necessarily reflect the views of Manulife Investment
Management or its affiliates. The information and/or analysis contained
in this material has been compiled or arrived at from sources believed
to be reliable, but Manulife Investment Management does not make any
representation as to their accuracy, correctness, usefulness, or
completeness and does not accept liability for any loss arising from the
use of the information and/or analysis contained. The information in this
material may contain projections or other forward-looking statements
regarding future events, targets, management discipline, or other
expectations, and is only current as of the date indicated. The
information in this document, including statements concerning financial
market trends, are based on current market conditions, which will
fluctuate and may be superseded by subsequent market events or for
other reasons. Manulife Investment Management disclaims any
responsibility to update such information.

Neither Manulife Investment Management or its affiliates, nor any of
their directors, officers or employees shall assume any liability or

responsibility for any direct or indirect loss or damage or any other
consequence of any person acting or not acting in reliance on the
information contained here. All overviews and commentary are
intended to be general in nature and for current interest. While helpful,
these overviews are no substitute for professional tax, investment or
legal advice. Clients should seek professional advice for their particular
situation. Neither Manulife, Manulife Investment Management, nor any
of their affiliates or representatives is providing tax, investment or legal
advice. This material was prepared solely for informational purposes,
does not constitute a recommendation, professional advice, an offer or
an invitation by or on behalf of Manulife Investment Management to any
person to buy or sell any security or adopt any investment strategy, and
is no indication of trading intent in any fund or account managed by
Manulife Investment Management. No investment strategy or risk
management technique can guarantee returns or eliminate risk in any
market environment. Diversification or asset allocation does not
guarantee a profit or protect against the risk of loss in any market.
Unless otherwise specified, all data is sourced from Manulife
Investment Management. Past performance does not guarantee future
results.

About Manulife Wealth & Asset Management

As part of Manulife Financial Corporation, Manulife Wealth & Asset
Management provides global investment, financial advice, and
retirement plan services to 19 million individuals, institutions, and
retirement plan members worldwide. Our mission is to make decisions
easier and lives better by empowering people today to invest for a
better tomorrow. As a committed partner to our clients and as a
responsible steward of investor capital, we offer a heritage of risk
management, deep expertise across public and private markets, and
comprehensive retirement plan services. We seek to provide better
investment and impact outcomes and to help people confidently save
and invest for a more secure financial future. Not all offerings are
available in all jurisdictions. For additional information, please visit
manulifeim.com.

Australia: Manulife Investment Management Timberland and
Agriculture (Australasia) Pty Ltd, Manulife Investment Management
(Hong Kong) Limited. Canada: Manulife Investment Management
Limited, Manulife Investment Management Distributors Inc., Manulife
Investment Management (North America) Limited, Manulife Investment
Management Private Markets (Canada) Corp. Mainland China:
Manulife Overseas Investment Fund Management (Shanghai) Limited
Company. European Economic Area: Manulife Investment
Management (Ireland) Ltd. which is authorised and regulated by the
Central Bank of Ireland Hong Kong: Manulife Investment Management
(Hong Kong) Limited. Indonesia: PT Manulife Aset Manajemen
Indonesia. Japan: Manulife Investment Management (Japan) Limited.
Malaysia: Manulife Investment Management (M) Berhad
200801033087 (834424-U) Philippines: Manulife Investment
Management and Trust Corporation. Singapore: Manulife Investment
Management (Singapore) Pte. Ltd. (Company Registration No.
200709952G) South Korea: Manulife Investment Management (Hong
Kong) Limited. Switzerland: Manulife IM (Switzerland) LLC. Taiwan:
Manulife Investment Management (Taiwan) Co. Ltd. United Kingdom:
Manulife Investment Management (Europe) Ltd. which is authorised
and regulated by the Financial Conduct Authority United States: John
Hancock Investment Management LLC, Manulife Investment
Management (US) LLC, Manulife Investment Management Private
Markets (US) LLC and Manulife Investment Management Timberland
and Agriculture Inc. Vietnam: Manulife Investment Fund Management
(Vietnam) Company Limited.

Manulife, Manulife Investment Management, Stylized M Design, and
Manulife Investment Management & Stylized M Design are trademarks
of The Manufacturers Life Insurance Company and are used by it, and
by its affiliates under license.
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