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Empirical Research on Price Mechanism of European Carbon
Emissions Trading

Chen Xiaohong, Wang Zhiyun
(Business school, Central South University, Changsha 410083, China)

Abstract: Carbon emissions are more and more important as a market tool for carbon reduction and become the research topic
for scholars. The paper researches on the price mechanism of EUETS. It analyzes price trend generally, sets a price model
for carbon emissions and tests the suitability. Then it estimates and forecasts price of the first and second stage respectively.
It shows that EGARCH(1,1)-t is suitable for EUA price research and can estimate and forecast EUA price. But it is different
in the first and second stage in price mechanism and volatility because of politics, trading rules, market and so on.
Key Words: Carbon Emission Right Trading; Price Mechanism; EUETS; EGARCH; Europe





