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Bank Sarasin Sustainability Research: uncertain future
for biofuels

The most important challenge for biofuels is the question of environmental benefit. This is the
clear conclusion reached by Bank Sarasin in its latest sustainability study “Renewable Energies
2010” and the update on the theme of biofuels. First-generation biofuels in particular are in
direct competition with food production and are forcing food prices upwards. The biofuel industry
is therefore counting on the development of environmentally friendly and socially compatible
technologies of the second and third generation. But factors such as crude oil prices, state
subsidies and electric vehicles are other fundamental questions that investors have to deal with.

There are significant uncertainties surrounding the future of biofuels. In view of the limited
availability of arable land and their doubtful environmental benefits, first-generation biofuels have
limited potential as a fossil-fuel substitute, according to Sarasin’s new sustainability study. A life
cycle analysis that takes into account not only CO,, but all the associated environmental impacts,
produces a positive result for only a small percentage of biofuels. Here, relevant considerations
include overfertilisation and loss of biodiversity, but also the effects of indirect land use change.
These effects have only recently been investigated in more depth: If biofuel crops are cultivated on
existing arable land, mounting demand for food and cattle feed puts extra pressure on woods and
grassland. Converting these areas into arable land can result in substantial CO, emissions that can
produce a negative environmental footprint for biofuels.

Existing critical points confirmed

In Switzerland especially, it also appears that there is only modest demand for environmentally
friendly fuels. Despite the fact that the bioethanol produced locally from scrap wood and organic
waste is perfectly acceptable both from an ethical and biological perspective and has attracted tax
breaks for the past two years. The reason for the decline is to be found in lower oil prices. The
Swiss parliament’s decision to cut the tax on mineral oil in October 2010 will accelerate this trend.
The critical conclusions that Bank Sarasin first came to in its sustainability study on biofuels back
in 2006 have therefore been confirmed. At that time the authors already suspected that the boom
was overdone and the sector’s growth would hit its limits.

Sustainability study “Renewable energies 2010” now available

The full report “Renewable energies: evolving from a niche to a mass market” from Bank Sarasin
(author: Matthias Fawer) provides an in-depth and critical survey of the current status of renewable
energies and highlights the different aspects that need to be taken into account for sustainable
asset management purposes. Copies of the report are available in German or English for a copyright
fee of CHF 50 / EUR 35 (or free to clients and the press) from: gabriela.pace@sarasin.ch

Limited potential

Today, 30% of the maize crop in the USA and 50-60% of the sugar cane harvest in Brazil is already
used to produce bioethanol (see figure). The finite availability of arable land, and the fact that even
today a major portion of the total harvest of maize, soya, sugar cane and rapeseed is used for
biofuels, significantly limits the potential of this first generation of biofuels. In 2008 bioethanol only
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accounted for 3.7% of global fuel production. Biodiesel made an even smaller contribution to total
sales of diesel, at just 1.5%. This is very little compared with the quantity of raw materials or crops
used as feedstock.

Fig. : Percentage of total harvest used in biofuel
production 2008
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the Next Wave, 2009

Hopes rest on the second and third generation

Up to now, the production of biofuels has been based almost exclusively on first-generation
technologies mainly using conventional fermentation or esterification processes. Second-generation
biofuels are extracted using the biomass-to-liquid (BtL) process, or with the help of enzymes
(cellulosic ethanol) from plant feedstock not used for food production. Second-generation
technologies for the manufacture of cellulosic ethanol are still in the pilot phase. These will not
come into commercial production until 2012 at the earliest. Third-generation biofuels are primarily
fuels extracted from algae cultivated in water. However, profitable biodiesel production derived from
algae will not be possible until 2016 at the earliest. But they could account for a third of biofuel
production as early as 2022.

Many question marks regarding feasibility

At the moment the future of biofuels is still dominated by uncertainty, even though there are big
opportunities for the new second and third generation technologies. But here too there are
questions about the technical, economic and environmental feasibility of these fuels. There is also
new competition in the form of electric car development. Moreover, the raw material and product
prices on which the profitability of biofuels depends are subject to large fluctuations.

Renewables make good progress

The installation of new renewable energy capacity has gone well in 2009, despite the economic
crisis, low oil price and lack of progress in climate protection policies. Both in Europe and the USA,
more electricity production capacity based on renewable energy sources was installed than from
conventional sources. Not just wind power (+31%), solar energy (+13%) and small hydro (+7%), but
other forms of renewable energy such as ocean (+2%) and geothermal (+4%) managed to gain
ground despite weaker growth rates overall. As an expanding commercial sector, renewable
energies are currently evolving into a more mature and established industry, with photovoltaics
moving more in the direction of the electronics industry, while wind energy shifts more towards the
area of mechanical engineering and construction.
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The Sarasin Group has its roots as a leading Swiss private bank. As an international financial
service provider committed to sustainability, the Group is now represented in more than 20
locations in Europe, the Middle East, and Asia. By end of December 2009 it managed total client
assets of CHF 96.2 billion and employed around 1,500 staff. Its majority shareholder is the AAA-
rated Dutch Rabobank.

Bank Sarasin & Co. Ltd — Sustainable Swiss Private Banking since 1841 — www.sarasin.ch

Bank Sarasin is a leading Swiss private bank whose many years of banking experience has made it
consciously opt for sustainability as a key component of its corporate philosophy. It provides a high
level of service and expertise when acting as investment advisor and asset manager for private and
institutional clients. Within Switzerland, Sarasin has offices in Basel (head office), Berne, Geneva,
Lugano, and Zurich. Bank Sarasin & Co. Ltd is listed on the SIX Swiss Exchange.

Legal notice

This media release has been prepared by Bank Sarasin & Co. Ltd, Switzerland, (hereafter “BSC”) for
information purposes only. It contains selected information and does not purport to be complete. This
document is based on publicly available information and data (“the Information”) believed to be correct,
accurate and complete. BSC has not verified and is unable to guarantee the accuracy and completeness of the
Information contained herein. Possible errors or incompleteness of the Information do not constitute legal
grounds (contractual or tacit) for liability, either with regard to direct, indirect or consequential damages. In
particular, neither BSC nor its shareholders and employees shall be liable for the opinions, estimations and
strategies contained in this document. The opinions expressed in this document, along with the quoted figures,
data and forecasts, are subject to change without notice. A positive historical performance or simulation does
not constitute any guarantee for a positive performance in the future. Discrepancies may emerge in respect of
our own financial research or other publications of the Sarasin Group relating to the same financial instruments
or issuers. It is impossible to rule out the possibility that a business connection may exist between a company
which is the subject of research and a company within the Sarasin Group, from which a potential conflict of
interest could result.

This document does not constitute either a request or offer, solicitation or recommendation to buy or sell
investments or other specific financial instruments, products or services. It should not be considered as a
substitute for individual advice and risk disclosure by a qualified financial, legal or tax advisor.

Please note that the current media release only provides a synopsis of a BSC research publication, not a
complete summary of the report or the recommendations contained therein. The research report in question
must be read in full before reaching any decisions on the investment recommendations it contains.

This document is intended for media companies and media employees working in countries where the Sarasin
Group has a business presence. BSC does not accept any liability whatsoever for losses arising from the use
of the Information (or parts thereof) contained in this document.
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