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Analysis of the Carbon Prices and Market Risks in the Regional Carbon Market
Du Li (Jilin University)

Sun Zhaodong (Jilin University)

Wang Rong (Jilin University)

Abstract ; Market risks are the prominent risks of the regional carbon market. In this paper, heteroscedasticity is used to
represent the extreme risk of the regional carbon market. Different rate of decay to price shocks is get through estimated
parameters which are computed by ARCH models, represented by GARCH(1,1) and ARCH(1) model. Daily VaR(Value
at Risk) ,on behalf of the carbon market risks,are calculated through ARCH models. The results indicate that, extreme risk
and the rate of decay to carbon price shocks as well as the VaR are all different in different regional carbon market, which is
large challenge to monitor risks. So the government should consider to build a unified national carbon market to guard
against the risks and maintain the stability of the carbon trading market.

Key words: regional carbon market; heteroscedasticity; ARCH; VaR; unified national carbon market
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