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Research on the Spillover Effect of the Pilot Carbon Trading Markets in China:
Based on Sextuple VAR-GARCH-BEKK Model and Social Network Analysis
Wang Qian (Jilin University)

Gao Cuiyun (Jilin University)

Abstract; Being the premise and foundation of the national unified carbon market, China’s carbon trading pilots have
attracted much attention. In this paper, we calculated the spillover effects among the China’s pilot carbon trading markets by
sextuple VAR-GARCH-BEKK model with asymmetric t distribution,and researched the structure characteristics and spatial
correlation of the carbon markets by social network analysis (SNA). The spillover effects of returns in the pilots show that
the pilots have formed the foundation of being a unified market, and the mean spillover effects of Shanghai pilot are one-
way, while Shenzhen pilot is beyond the mean spillover effect network. The GARCH-BEKK model shows that all pilots are
in the volatility spillover effect network, most pilots have the two-way volatility spillover effects,and the volatility spillover
effects among the pilots are asymmetric obviously. In all, the relevance among the pilots is high,in which Shanghai pilot has
the feature of being "five spillover effects,zero benefit effects". So.investors should take into account the spillover effects
among the carbon markets; the price administration of carbon market should focus on the source of volatility to control risk
contagion,

Key words: carbon market; spillover effect; GARCH-BEKK model; network analysis method
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