

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Integration of the Global Carbon Markets

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			51 Pages
		
		

		Posted: 27 Jan 2010
		
			Last revised: 24 May 2014
		
		
	

	
		
			
			




	See all articles by Bruce MizrachBruce Mizrach
Rutgers University, Department of Economics


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: December 14, 2010

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		This paper analyzes the market architecture and common factors of emission reduction instruments in Europe and North America. Spot and futures prices across exchanges in Europe are cointegrated, but the futures curve beyond the calendar year evolves independently. Despite narrower spreads, political uncertainties about the Clean Development Mechanism have kept EUA and CER prices from converging.  RGGI allowances share a common trend with EUA, and the European markets adjust to the U.S. price trend.  A $0.10 shock to RGGI prices leads to a one-month $0.64 cumulative increase in EUA prices . The introduction of cap and trade legislation in the U.S. has broken a cointegrating relationship in voluntary prices. Voluntary instruments that are convertible into mandatory allowances imply less than a 20% probability of price convergence between the U.S. and Europe by 2013. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: carbon, greenhouse gases, emission allowances, market architecture, cointegration

	
	

	
    

    
	

	
	
		JEL Classification: G13, G32, E44

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Mizrach,  Bruce, Integration of the Global Carbon Markets (December 14, 2010).  Available at SSRN: https://ssrn.com/abstract=1542871 or http://dx.doi.org/10.2139/ssrn.1542871 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Bruce Mizrach (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Rutgers University, Department of Economics  ( email )

			

			
			
				
				
				
					75 Hamilton Street
New Brunswick, NJ  08901
United States
(848) 932-8636 (Phone)
(732) 932-7416 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://snde.rutgers.edu/
				

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      358

			

		
		
		
			Abstract Views

			    2,434

		

		
		 
		
			Rank

			  153,849

		

		
	


	
		
            
            	        3 Citations
		

	

	
		
			
				       33 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Capital Markets: Market Microstructure eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Market Microstructure eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,416

                                    

                                    
                                        PAPERS

                                            8,015

                                    

                                

                                
                            

                        

                    

                
	
                    European Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                European Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,628

                                    

                                    
                                        PAPERS

                                           14,891

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        John A. Doukas at Old Dominion University - Strome College of Business

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    International Trade eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Trade eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              714

                                    

                                    
                                        PAPERS

                                           27,397

                                    

                                

                                
                            

                        

                    

                
	
                    Politics & Energy eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Politics & Energy eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              677

                                    

                                    
                                        PAPERS

                                           14,334

                                    

                                

                                
                            

                        

                    

                
	
                    Environmental Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Environmental Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              634

                                    

                                    
                                        PAPERS

                                           22,526

                                    

                                

                                
                            

                        

                    

                
	
                    Socially Responsible Investment eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Socially Responsible Investment eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              624

                                    

                                    
                                        PAPERS

                                           18,412

                                    

                                

                                
                            

                        

                    

                
	
                    Agricultural & Natural Resource Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Agricultural & Natural Resource Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              524

                                    

                                    
                                        PAPERS

                                           20,430

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Modeling the Price Dynamics of Co2 Emission Allowances

                        
                            By
                                
                                
                                    
                                    Eva A. Benz
                                     and 
                                
                                    
                                    Stefan TrÃ¼ck
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        An Econometric Analysis of Emission Trading Allowances

                        
                            By
                                
                                
                                    
                                    Luca Taschini
                                     and 
                                
                                    
                                    Marc S. Paolella
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Futures Price Dynamics of CO2 Emission Certificates - An Empirical Analysis

                        
                            By
                                
                                
                                    
                                    Michael Wolfgang Wagner
                                     and 
                                
                                    
                                    Marliese Uhrig-homburg
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            The Endogenous Price Dynamics of Emission Allowances and an Application to CO2 Option Pricing

                            
                                By
                                    
                                    
                                        
                                        Marc Chesney
                                         and 
                                    
                                        
                                        Luca Taschini
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Interaction of European Carbon Trading and Energy Prices

                            
                                By
                                    
                                    
                                        
                                        Derek W. Bunn
                                         and 
                                    
                                        
                                        Carlo Fezzi
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            EU Emission Allowances and the Stock Market: Evidence from the Electricity Industry

                            
                                By
                                    
                                    
                                        
                                        Ulrich Oberndorfer
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Market Efficiency and Price Discovery in the EU Carbon Futures Market

                            
                                By
                                    
                                    
                                        
                                        George Milunovich
                                         and 
                                    
                                        
                                        Roselyne Joyeux
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Irreversible Abatement Investment Under Cost Uncertainties: Tradable Emission Permits and Emissions Charges

                            
                                By
                                    
                                    
                                        
                                        Jinhua Zhao
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.117 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
