Analyst Note

PTRG.AN.2026.CBAM-SUPPLY-CHAIN.001 - V1.2 7 JULY 2026

FREE « CITABLE

CC BY 4.0

CBAM: The Carbon Price
That Is Already Hitting Your
Supply Chain

DOI

10.66868/ptrg.an.2026.cbam-supply-

chain.001

SECTOR * ROLE
Industrial Supply Chain

Procurement / CFO

AUTHOR

David Yeoman
Technical Writer
Intelligent Content

REGULATORY INSTRUMENTS
CBAM (Reg. 2023/956)
Omnibus (Reg. 2025/2083)
Methodology (IR 2025/2547)

Default Values (IR 2025/2621)

COMPANION TECHNICAL BRIEF

ptrg.th.2026.cbam-supply-chain.001
€95+ Proprietary

PUBLICATION

Principal Thesis Research Group SASU
SIREN 102 612 835 « Paris

Principal Thesis

Research Group



ANALYST NOTE * PTRG.AN.2026.CBAM-SUPPLY-CHAIN.001 SUPPLY CHAIN CARBON PRICING V1.2 7 JULY 2026

Analyst Note Strict Liability & Warranty Disclaimer

FOR INFORMATION PURPOSES ONLY: The content, research, and data contained in this report are for informational and
educational purposes only.

NO ADVICE: This report is not intended to be, and does not constitute, financial, investment, legal, regulatory, strategic, tax,
or any other form of professional advice. You should not take, or refrain from taking, any action based on the information
contained herein without first seeking independent professional advice.

NO WARRANTY: Principal Thesis Research Group SASU, Intelligent Content AE, and RoseMark Development SAS provide this
report on an "as is" and "as available" basis. We make no representations or warranties of any kind, express or implied, as to the
accuracy, completeness, timeliness, reliability, or suitability of the information. Any reliance you place on such information is
strictly at your own risk.

LIMITATION OF LIABILITY: To the fullest extent permitted by law, Principal Thesis Research Group SASU, Intelligent Content
AE, and RoseMark Development SAS (the licensor of the brand and editorial assets to Principal Thesis Research Group SASU),
and their respective officers, directors, employees, and agents shall not be liable for any losses, damages, or claims (whether
direct, indirect, consequential, or incidental) arising from any action or inaction taken in reliance on the contents of this
report. Aggregate financial liability, to the extent not excluded, shall not exceed the amount paid by the recipient for this report
or, where the recipient has not paid, EUR 100.

NO DUTY OF CARE TO THIRD PARTIES: This Analyst Note is published for general readership. Principal Thesis Research
Group SASU, Intelligent Content AE, and RoseMark Development SAS owe no duty of care to any third party who obtains
access to this report, whether through the client or otherwise. No third party may rely on this report to found any claim
against Principal Thesis Research Group SASU, Intelligent Content AE, RoseMark Development SAS, or their licensors.

NO GUARANTEE OF RESULTS: Any forward-looking statements, projections, or analyses are based on assumptions that may
not materialise. Past performance is not indicative of future results.

EXPORT CONTROLS: The recipient shall not transfer, redistribute, or make this report accessible to any person or entity
listed on applicable sanctions lists (including but not limited to those maintained by the European Union, United Nations,
United Kingdom, or United States) or resident in comprehensively sanctioned jurisdictions. The recipient is responsible for its
own sanctions screening.

LICENCE

This Analyst Note is published under a Creative Commons Attribution 4.0 International Licence (CC BY 4.0). You may share
and adapt the material for any purpose, including commercially, provided you give appropriate credit to Principal Thesis
Research Group SASU, cite the DOI, indicate any changes made, and comply with the terms of the licence. The licence terms
are available at https: //creativecommons.org/licenses/by/4.0/.

Analyst Note + V1.2« CC BY 4.0 doi.org/10.66868/ptrg.an.2026.cbam-supply-chain.001 2+9 Pages



ANALYST NOTE * PTRG.AN.2026.CBAM-SUPPLY-CHAIN.0O01 SUPPLY CHAIN CARBON PRICING V1.2 7 JULY 2026

Structured Abstract

CONTEXT

The EU Carbon Border Adjustment Mechanism entered its final financial phase on 1 January 2026. Industry
consensus reads the phase as an import carbon tax to be managed by procuring reporting software, yet that
reading misstates what the phase requires of importers in 2026.

FINDINGS

Four themes that dominate vendor marketing are not supported by closer reading of regulatory texts. There

is no CBAM certificate market in 2026; sales open on 1 February 2027. The carbon-price-paid deduction

sits in Article 9, and Article 31 is the separate free-allocation adjustment. Hydrogen and electricity have

no de minimis relief. Emissions-verification tooling is not high-risk Al under the AI Act as drafted. The
determination of 2027 costs is the spread between verified emissions data and marked-up default values, with
access to verified data rationed by operational verifier capacity. This remains the binding constraint into 2026.

IMPLICATIONS
For 2026, compliance hinges on two priorities: accurate exposure modelling and early alignment with verifiers
before the first surrender on 30 September, 2027. Platform procurement is secondary. This framework changes

automatically and loads its heaviest requirements at the back end. To survive it, companies need a dynamic
exposure model that updates in real time, not a static document.

CONFIDENCE
SoNpnvennl on the legal architecture, the statutory dates and the published QI reference price.
on cost magnitudes and trade-flow estimates, all carried as scenario figures.

ININ895i) on the deeper structural reads, which are flagged as they arise.

METHODOLOGY -+« SOURCING -+ VERSION CONTROL Reviewed 7 July 2026 + Next review on V1.3

Forensic source method (Library §A.6-§A.7): primary-source documentary analysis against named regulatory
instruments; confidence flags applied at the point of arising; in-text citation in Chicago author-date with full
bibliography. No vendor-funded or pay-to-play research is cited without explicit flagging.

This Analyst Note is the citation surface of a matched pair. The applied compliance artefact — Third-Party

Embedded Emissions Verification Under CBAM — sits in the companion Technical Brief (PTRG-TB-2026-CBAM-
SUPPLY-CHAIN-001).

ONFIRMED, INFERRED

Primary or directly Single secondary source, or Reasoning from analogous
corroborating authoritative multiple lower-reliability markets or structural logic,
source; not contested by sources, with no contradicting sound by model but not directly
another authoritative source. authoritative source. evidenced.
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1.0 THE HOOK

NEW CARBON COSTS ARE ALREADY MOVING TRADE

1.1 EU27 importers brought 675,000 tonnes of unwrought aluminium across the customs line in December
2025. In January 2026 the figure was 143,000 tonnes, a fall of 79 percent, and February stood at 183,000
tonnes, below the pre-CBAM run rate (Fastmarkets 2026b). Enforcement of the carbon liability began on 1
January. The carbon cost was already moving trade weeks before any certificate existed to buy.

1.2 The stockpiling concentrated on those origins carrying the highest default emission values. Canadian
aluminium fell from roughly 175,000 tonnes in December to about 10,000 in January. Mozambique volumes
went to near zero and Bahrain dropped to 19,000 tonnes. Norwegian metal, exempt because Norway is linked
to the EU emissions trading system, rose over the same window (Fastmarkets 2026b).

1.3 Steel was the same story inside the limits of its safeguard quotas. Malaysian hot-rolled coil fell from
163,000 tonnes to zero and South Korean volumes halved from 172,000 to 93,000 tonnes (Fastmarkets 2026D).
The implied timing saving on aluminium ran to about €70 per tonne, roughly €47 million in aggregate
(Fastmarkets 2026b) FIAJeN:NH).

"The carbon cost was already moving trade weeks before any
certificate existed to buy."

1.4 The excess of pre-CBAM stock then worked through the first quarter. The Rotterdam aluminium
premium did not lift at the start of the year, sitting at $343 per tonne in early January against
$330 in early December, the stockpile absorbing the cost the definitive phase was built to impose
(Fastmarkets 2026b). The behaviour of physical traders priced the liability before the regulation
could.

2.0 THE STAKES

WHAT 2026 COSTS YOU IN 2027

2.1 No importer pays cash for CBAM in 2026. The sale of certificates opens on 1 February 2027,
and the first annual declaration and surrender fall due on 30 September 2027 (Regulation (EU)
2025/2083; EY Global 2025). Financial liability accrues on 2026 imports through the year and must
be recognised commercially. The cash leaves in 2027.

2.2 The size of that liability depends on one number per supplier route: the embedded-emissions
figure the importer can substantiate. The Commission published its first quarterly reference price
on 7 April 2026 at €75.36 per tonne of CO, equivalent (DG TAXUD 2026a). Applied to Commission
default values, that price implies a CBAM cost on blast-furnace hot-rolled coil of €254.13 per tonne
from a high-intensity origin such as India (Fastmarkets 2026a) [I0J0):H¥Hb]. The companion Brief
carries the full route-level table.

2.3 On the same basis, unwrought aluminium from a high-carbon origin models at roughly four
times the cost of the same product from a low-intensity origin, and one high-emission steel origin
has been modelled as high as €580 per tonne (Fastmarkets 2026a; Flexport 2026) LIV Iddb). These
modelled estimates highlight the reality: origin matters more than timing. The compliance cost gap
between two different suppliers easily overrides any quarterly fluctuations in the reference price.

2.4 Default values are engineered to be expensive. Each is set at the average emission intensity of
the ten highest-intensity exporting countries (IR (EU) 2025/2621; ICAP 2025), then loaded with a
punitive mark-up fixed in Implementing Regulation (EU) 2025 /2621: plus 10 percent on 2026 imports,
plus 20 percent in 2027 and plus 30 percent from 2028 for steel, aluminium, iron, and cement, and
a flat 1 percent each year for fertilisers (IR (EU) 2025/2621; S&P Global 2025; O'Melveny 2026).
Because this 10 percent penalty applies right now, it is already driving up compliance liabilities for
2026 imports. The shipping route costs calculated above reflect this reality, using vendor models
built directly on these official default rates. FIRZONHPAD).
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2.5 The alternative to a default value is a verified actual value. That requires an independent
verifier accredited to EN ISO/IEC 14065 by an EU or EEA National Accreditation Body, with an
on-site inspection in the first reporting year as the general rule (European Accreditation 2026;
Commission Delegated Regulation (EU) 2025/2551). The verification carries a material first-cycle
cost that scales with the number of installations and origins; the companion Brief sets out the fee
schedule and the readiness protocol (cbamguide.com 2026).

2.6 There is a hidden cash-flow trap here: the certificate price alone does not show the true impact
on your working capital. From 2027, declarants must hold enough certificates to cover year-to-date
emissions at the end of every quarter. Understating this number carries a heavy penalty on top of
the cost to fix the shortfall (Regulation (EU) 2023 /956, Article 26). The companion Brief quantifies
the quarterly holding requirement and the penalty schedule.

3.0 THE PIVOT

A PLATFORM DOES NOT MOVE THE NUMBER

3.1 The go-to solution for most companies is to adopt a centralised reporting platform: carbon-
accounting software, customs-technology suites, advisory onboarding. The tools aggregate and file
data, which is useful work, but it is not the cost driver. They do not generate verified installation-
level emissions from a producer in Gujarat or Guangdong, and they do not secure a verifier slot
(Sidley Austin / CLC 2026; carboneer 2026).

3.2 The determination of 2027 costs is the spread between verified emissions data and marked-up
default values, with access to verified data rationed by operational verifier capacity. A reporting or
accounting platform may sit alongside both variables, but moves neither.

"A reporting platform aggregates data. It does not generate verified
emissions, and it does not secure a verifier slot."

3.3 Fourrecurring themes in the popular commentary do not survive close reading of the regulatory
texts. There is no CBAM certificate market in 2026; sales open in February 2027 (Regulation (EU)
2025/2083). The deduction for a carbon price paid abroad sits in Article 9, while Article 31 is the
unrelated free-allocation adjustment operationalised by Implementing Regulation (EU) 2025/2620
(Sidley Austin / CLC 2026). Hydrogen and electricity carry no de minimis relief; the 50-tonne
threshold covers only iron and steel, aluminium, fertilisers and cement (Regulation (EU) 2025/2083).

3.4 The fourth theme concerns the verification toolchain. Emissions-calculation tooling is absent
from the Annex III high-risk list under the Al Act as drafted (ecoskills.academy 2026) [[INISLINAD)
on the practical governance read]. The binding cross-cutting instrument is data-protection law,
with the AI Act transparency tier engaged only where generative models parse supplier documents.
Industry commentary that treats these four points as settled is not reading Regulation (EU) 2023 /956
as amended.

4.0 THE SOLUTION

THE 2026 DISCIPLINE

4.1 Treat 2026 as a data-capture and provisioning year. The task is to know, route by route, whether
you will arrive at the September 2027 declaration on verified actual values or on marked-up defaults,
and to close the gap wherever the spread justifies the verification spend.

4.2 Four moves define the year. First, locate where embedded steel, aluminium and hydrogen sit in
the bill of materials today. This baseline is critical: the proposed 2028 downstream extension will
expand coverage to roughly 180 new products, 94 percent of them intermediate industrial goods
averaging 79 percent steel or aluminium content (COM(2025) 989; Linklaters 2025) [[INEZIIAY on
2028 adoption timing].

4.3 Second, model the actual-versus-default cost spread for every supplier route using the published
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reference price. Third, lock down accredited verification capacity the moment the registry opens.
The verifier-registration module goes live on 1 September 2026 (cbamguide.com 2026), creating a
massive bottleneck. This severely compresses the window for booking on-site inspections before
the September 2027 surrender deadline, especially as verifiers clear their first-year backlogs.
Fourth, assign a single owner to the non-EU supplier relationship across procurement, finance,
sustainability, and customs. Diffuse ownership is exactly how a routine data request becomes a
default-value bill.

4.4 The regime will not hold still while these moves occur. It was simplified twice in 2025,
operationalised by eight implementing acts and one delegated act on 17 December 2025, and carries
a live proposal to extend scope from 2028 (Mayer Brown 2025; Linklaters 2025). The cost curve is
back-loaded by construction: the CBAM factor rises from 2.5 percent of embedded emissions in 2026
to 100 percent in 2034, with a single-year step at the 2029-t0-2030 transition (Directive 2003/87/
EC, Article 10a(la); ICAP 2026). An exposure model built once will be wrong inside eighteen months.

4.5 One variable moves the number downward over time. A carbon price paid in the country of
production is deductible under Article 9. The Commission recently finalised the framework for
this deduction following a spring 2026 drafting and consultation phase (DG TAXUD 2026b; Latham
2026). As a result, nations like Tturkiye, China, the UK, and Norway are actively building or adjusting
domestic carbon pricing to keep that tax revenue at home (CEEW 2025; CSIS 2026). Each origin's
CBAM cost is a trajectory, so the supplier map should be modelled against carbon-pricing direction
rather than a static default.

5.0 THE CLOSE

THE WINDOW CLOSES AT THE FIRST SURRENDER

5.1 The structural winners are visible already. Producers in Iceland, Liechtenstein, Norway and
Switzerland are exempt (Sidley Austin / CLC 2026). Similarly, products with high recycled content
carry a near-zero CBAM rating. In the market, Norwegian hydropower aluminium is already
emerging as a primary beneficiary, capturing market share abandoned by higher-carbon origins
(FinancialContent 2026a). IO I¥HI]. The mechanism rewards a verifiable carbon position more
than a compliance spend.

5.2 The mechanism's reward structure has met a supply-side constraint. Through 2025, European
steelmakers paused or withdrew from the exact low-carbon production routes the mechanism is
designed to reward. One major producer formally withdrew from €1.3 billion in committed German
state support for hydrogen-based plants, redirecting investment toward electric-arc furnaces, and
publicly attributed the decision to high electricity prices, weak demand, and a financially unviable
outlook for hydrogen infrastructure (ArcelorMittal 2025; H2 View 2025). The 2025 input-cost
environment did not support commercial green steel production even against substantial state
support. Consequently, risk models that assume near-term European low-carbon substitution are
anticipating capacity that simply does not exist.

5.3 The verifier pool is finite and the window is fixed. Importers who model the spread and secure
verification capacity in late 2026 or early 2027 will source on actual values. Importers who simply
buy a platform and wait will find themselves stuck with default values—and the punitive markups
that come with them. The first surrender on 30 September 2027 does not move.

"Buy a platform and wait, and you will be sourced on default values, with
the mark-up, by default."
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This Analyst Note maps the situational picture and the primary-source architecture of the
CBAM definitive phase. It has a companion Technical Brief:

Third-Party Embedded Emissions Verification Under CBAM: What the Methodology
Actually Requires (ptrg.tb.2026.cbam-supply-chain.001)

https://doi.org/10.66868/ptrg.th.2026.cbam-supply-chain.001 €95

The brief supplies the applied instruments: an actual-versus-default exposure model that
quantifies the cost spread for a given supplier route, and a verifier-readiness protocol for
securing accredited verification capacity inside the window that closes at the 30 September
2027 first surrender.
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