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ABSTRACT

The purpose of this research is to explore how to constitute the carbon market
and to analyze by the mechanism of arbitrage. Because EU ETS is the earliest multi-
national greenhouse gas emission trading system in the world, and also the only car-
bon market which has mandatory. Therefore, this research is focus on EU ETS (the
European Union Emission Trading System). We test for co-integration between EUA
prices from European Climate Exchange (ECX),. NordPool, Powernext, European
Energy Exchange (EEX), then/analyzing the prices by the mechanism of arbitrage.
Our findings indicate that the markets exhibited equilibrium relationship in the long
run.
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