rm
B>
=
i
r
10
m
ikl
O=Il
Rl
=
1o
=]
>
[
rE
oln
[0
=2
e
rob
re
+H
m
c
m
—
[9p]
1o
m
(e
>
o
O
m
e
ujo
o
o=
|0
Hu
riot
ox
ox
-]
re
-
)
k=)
©
w
2
=

Analysis of Time—Varying Optimal Hedge Ratio and Effectiveness for
Carbon Prices : EUA and CER of EU ETS

Soonchul Park”-Yongsung Cho?

1) Detistn) AEXIAZHS D BIAFEE(Dep. of Food and Resource Economics, Korea University)
2) DS AMEARIZMS Y 1=~Dep. of Food and Resource Economics, Korea University)

7 HETAIFM AT U= B2 BHAEDD ME BAERS U2z EMI|ZEE 25t A
SIX B2 SR 2RHE BME 23 A2t HEYE Jojet ZRet AlZte| EHY S THHe e EMANE
& CHE 017t §ls A= UEHRCE ot siX| S| w2t x| 2= FARSHAIZE 2H §|X| 22| xH0|7F =X
She A= EMEQIL, FIX| Al 7|20 BE 5 X T2 S5 LERLTE EUAS| 2% 65, CER2| 2%
Ol 73 okl SlX| Al 7|12+E n3sh= 0| slIX| Fapvt HE ARl W= EMEQICE o CER M= HERHS

7,

I MO0 Sauied, siEdANA, AHA A 08, w2; A, #A] &

| Abstract |

We analyze the optimal hedge ratio and hedge effectiveness with different periodic times between
spot and futures on EUA and CER based on EU-ETS. The Main finding are as follows.

The first, hedging model which considers the time-varying variance is not more accurate than
non-time-varying hedging models. The second, optimal hedge ratios are different even though hedge
effectiveness is similar for the hedging purpose. The third, hedge effectiveness has uncertainty if hedge
period is short. In case of EUA it needs to over 6 weeks and CER needs to over 7 weeks. The fourth,
cross hedge with CER futures is not suitable for profit ratios.

I Keywords | allowance, offsets, ETS, optimal hedge ratio, cross hedging, hedge effectiveness

* WAIKMRF : yscho@korea.ac kr 93



an

J
P>

u
[
oo
0x

I. ME

Ao 7] & 2ATFE FE HEIE HA o g 7SI R UNFCCC)o] 1992
| A E o], 7]eHste] dgle® QAHI = 2AVIAS Eol7] §F =414
o] A &E o gtk GA=FIE 2 ol AR} 3-2F717H2008~12) -5
A= ES s AE5EREE Foste JAHS HoF3laL, 20138 ¥ A2
Al F9F717H2013~20)0] H3PEr Qlek. ESE thE FAS oA 7| TS} A=
T2 Az == 22 olf= A Fow, A9 S 2] AT A4
=ol7F A& Sl

o]H3t 7124 uj& A A A = (Emissions Trading Scheme : ETS)e} A€
[ 7|5 Hst wAlo] =8 s auet 5 shube HIEEAL Qlen, A 200 |
=9 7F AP HA FEdnket At F stz SAR A 42 A4
w7heE AA gk
ETS= Zhof tiidoll 247k &9 A (Cap)= AAskaL ol 4
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4ol £41 WEALE BTS xﬂEA S el s, B o @Al A4
Ao Sl oo o5 AU Bo W ANHEAL FFFO] 10% o]

2 OBz @] Abgol JHssteh. olo] uhet S sG-S GebuiE UL 4

1) e 7|F 1 125,000 tCOe/H 0|4, AHHHI|ZE 1 25,000 tCOe/H 0|4,
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Hj&do] A== Al 3

olof oA FHATEU)S ALEGALS =71 AE53E BA4S 9t B39 stz
2005 HE ETSE & . J.o

Fo] F o, 97171 3¢, 54, 8 0 23) JLESto] A-§ th4} Av](Installation)

01] 3l 77 AEufE U (European Union Allowance : EUA)& &&skal ot AH]
PR AAE gFEs oS fdl 2 EUAS] 43 A7 7hedtH, E
o) Ao Al H43%t Certified Emission Reductions(CERs)?} Emission Reduction
Units(ERUs)= o= o8& 4= QUthd). Phase 29| 79 &3 thH| H+t
13.4%71A] FHu&dS gFE40] &8 7Hsstth(Maria Mansanet- Bataller et al,
2010).

<3 1> Phase 2 7]7t9] A=l T} o) FE4 AHEF= YEHHL. EUAS 7
© olmzss 214 H|Zo] ujy k4% Hh, CER - ERUQ| AFE H|Z2S Z7lali 224

2 201199 g oJFE4 ARE H]Fo] 125%2 S7sth

p——

¥ 1 EU-ETS HIEHYE o|f2 &4 Al2Z¥(Phase 2)

e - oSES ABE (HDlE) sy
== (#HE) FUA CER ERU B oAl | SAHIEG
20087 1,950 won | by w -
20093 1,965 @ | ur o2 e “
2010 1913 @ | 6w (o8 o0 o
2011 2005 @ | o o o 120
g A 7833 o | ewn | 1o po

Z}& @ Carbon Market Data(2013) Y82 B2 A4,

2) Directive 2003/87/EC.
3) Phase 1 : 2005~074, Phase 2 : 2008~12d, Phase 3 : 2013~204,
4) Directive 2004/101/EC.
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o]} Zro] ETSAY] oJfE4= o|PabgS ghh A B3 vi&d A 284S
771 FQlem AgSith wjEdl e AT S et 3 ol ol WEs)
], EUA%} CERQ] 7122 2008 %= zHzF Wi 20.44-3-29} 17.49-8-Z o 4] 2012 o] =
747629} 311822 63%2} 82% 38le5}9) th(Bluenext).

ol2fgt HjEH 7149 WES AulJAF dFolA A 1 adlor Ay

7t e Yol Uizt s A (hedge) =85 At S| AT A A vhd) <]
AAE AEAFolA Hte2n AEALY 7H4Hso =2 Qg 913
A& o|n|gttt. &4 (hedger)7F A AR 7HA H &
2*0216}% 711}011711 XW}QU%, H”AWO] A

£

=
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W
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ol
o
g,
s
o
filo
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>
rr
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¢
BN ox O T
— _18,_‘ g

s

X

i)

Rl

32

lo

S

e

=
o =
S U

2
AZ A& 71802 FAst= A2 AR 3] A (direct hedge)gtal strt. Wi A&
she el digh Age] ABAAlA A HA geiehe AEIAT ABBATL 9

= AR AEE o83tk A7t 7hssk, oS 1A} 8 A|(cross hedge) E+= IHA
3] A] (indirect hedge)z} 3H}d).

3 HAE Dot= AEAE el Uit AEEY 7 vlES dA H]E(hedge
ratio)o| 2} t, & 3] 2] H]-&(optimal hedge ratio) 3| A| & 31LA} 3t= A=A E
W AEFEerR Y TEZY9 S HAdske A Hl&S Yulgith

oA oA AEs EH1Y SA At doE Sl gaviEd AAI
A g da AR o REsE i 2Aas pelshs Yetow $8% 4 ot
oA Fast A4 FA171 et

7129 etanjE&do fist & d+(John Hua Fan et al., 2010; Carlos Pinho et
al, 2010 F2 3|42 24ols 2aY vEo} o|E el S ATE FHow
Y= At John Hua Fan et al.(2010)+= EU-ETSAF2] Phase 12] A 7]7t1} Phase 2
717k % 2008~09d 2] A=Y AE ARE ez A A vlE} §lA] adH(hedge

rlr

5) 2 AF0ME LAt slXZ2 BHE S AHESHAUL
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effectiveness : HE)E F743}%t}. oA Bl oA A|7He] Zito] whg 3]#] H]
£o] dAsirtar 7F k= AlXt & % A o] A7k HE A PR} 2] A}
7} ©2=8lt}s AES Yok ¥, Carlos Pinho et al.(2010)-& EUA 2| 2005~09' 2]

BE 145 209 W A AR A4 ARE dares A4 d4 Had
Z43 A, AEY] ATpel ubet HA] Hlgo] WEITHL 7S A7 WE HA
wgo] PHEH 9440 mEstH: RS WHh

oje} frAFSHA B Aol tit 24 FA] vl&o] AFA Ao AE AZE ME §A]
wo] A7t Bl 8% WE KT Saalhs ALATNEE, 1997 A4 4, 2007,
2008; 4, 20097k Gl whE, AlZE B A mgo] S4skAL Aol S W
oftts EZAE S ATEFERIE 4, 2002; oA st 19 3], 2002, B4FE, &
ME, 2003; SAFE, 2011)% 245k

ERL, Wb A9 Aol AT HUE AEY uA §A4] tede AT
A7F AlgFA o2 3= At 9 7(2011)> KOSPI 200 F=71A| = A&
T3 F7HAge wA Ao Higt B S w4, A, it E011)
KOSPI 200 %) 5= 23} ~E}x| 54 20| 7+ #2A Gl thgt 4 slxel wak 329

&40l s Ak

o, ZEZE L ER7IZHEIA 7IZhol Higt Aol A A H2009)= vl= Al7RAL
A 7 @ 4 (Chicago Mercantile Exchange)?] =&AE5S iAoz RS Aldst=
Jzbel W B4 4TE A% BT AT 8 7izke] Lok a4 31X ATt
MAEE AL ofyete AE =&35th vHd, o]AFel, FF5E(2001) Al7FaLARE
A2 2x(Chicago Board Of Trade)®| S<==¢} i F& it o2 EA35F A3} 371 v
el &7 SA Y A slA makel Wgo]l ARl on, 1 o4 A7 slAl Aol
WS 3 obgAel S|A BuE ehdickn BAshet

i

o1l ATATES Fus wu, 2 SA gl o £ P e Hrhe
24 o] Bl 4Eol met golsiti 4ol EATAT ol A dhol wet
Aol Mol 74 WE 2Ql B A S0l 021, 5Y AR FPolE B AR
71205} 8122 Aets 71zke] 4 Sol e A diEE &t AnE £E9)

Lo A EUA AE9 714 HES EUA AES 0] 83t 2% 3] 7 (direct hedge)
o} CER A28 o] 83t wa} A5 53t A B} XS AlPst= 7IHERE 37
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F2ueke] ETS+= AllAk A
EU-ETS9] Phase 2¢} o] F4 o] &
ARE EYE A 7|7He gz 2431, vjae] Hols s A3 dFolA 4
of AbEH =P LT Y

o
4 gsolct. E §A Al 712
u

ok
N

17vo A AR} AlE717re 2 oYL &8st 9o

o e AHAS A IS 15 B2 A% S
N2 A dX make] /178 Wsks BT ojelst ARELS FF whh Aol
£7 B4, ETSY| 9% 24 A% +7 Telu GAAGS BEA FES gam
#el 5 o A7) B8E & Ue Aoz sgH

B AT TAL theat gek ARgel At Bl el Agstn, A3ae A
LB AR BAH E4T ASEY ATE /&5t AL Fa A7
ol B A7) Aok N sAHe 3l 7]tk

A ANE ol 83 AEA FA Y 2 EA 34 (minimum variance hedge)
2, o B4 A EUFe] AE A AREAMI W AdTens A
3 H

I

=
Aol 93-S Helats Woch waka i Bl FAe dEa dEa 14
= FHe o, @8 747 A8 71H0) FEAS
2~ 0
-

Act. A=, A vle2 = s 7H4 9

6) EU-ETS2| Z<2 Directive 2003/87/EC2| ETS 27 M0l A Phase 10 A Phase 222 0|€2 2|5l 2L}, Phase
200X Phase 322 0|¥2 &&stm ULt
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EAMEHO A olX| U183 AIZHEM0| B3 97 EU ETSS EUAY CERS ZAloz

watol] ojs) AHHoR BAS el wYo] wet AT} Aolslich. HEH
F4 By AZF Wzt A glo] EAto] YA (constant) TS 7HYS Al B X4
3| x| vl =A%) o] W2 o] IHHSA|TE AlZF Wste] w2 B4R WSS
vrlsh) £k wdo] itk W, AZE WS A S7) W8] Aol A7k A
of w2 tate] WstE vrloR wrt WA Aol DTHT AHE 2T AT 2
o] Atjdo = B9 Tho] Qi

1. oA Wlge] 2%

1) AlZt 23 3K 2
1) Hads

%] 425 (Ordinary Least Squares : OLS)2 A& 7[4& 59 H4E 5 7149

dak S7RAS s, BAE 8740 127 A2E A4 X vew gels

k. 7187] Al ABTHA e Batat @8 - A8 7449 FEAL Hlge] "k 4] (1)
HAET 4B 7MARE B 23S e, o9 7

. =
L st st maoln, (b 8H B4 ox Folck.

Pg=a+H(P,) +e 2] (1)
o, =2
-7 O'fQ

st A719k BAgle] SA ulgo] F A5ttt
Mz ARt Agel 59 A4, ol ut

S|l Bl 22 §A] H&o] obd
.]

4o
o

(cointegration) ¥+A|7}
7%, OLS= I EstHA dHlolE & Ap&sto] 744 7He] A7|4 3 TAE B8
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qheF dE7HA I AE7HE el A71d e ® Hato| Hsts 48 TA U= A
Lo o]2 HmFo| HrYdt= Ao FQsich WE © X} 13 (Vector Error Correction
Model : VECM)-> H=5 71| 7|43 3 BAE 23 ol e o= = FHE
zka1 Qe oo} Hyste] B A= EVET AEVHE 7he] 3 -E AP S 9
stal, AR FoTh B AT HE(0)E FAt] ol LA Fom A9
A ) A

WA S, =0F_ +e 013, S, ~ 1), F_ ~ K1)ONA ¢ =58_,—0F_, ~ 10)°]
== HEH0)E F4% &, olE dEHEHY =R, )H AEuwEdEY #dE

R, =00+ B (81 —6F, 1) TB1 B+ 013l e, 4] (2)
Ry =0y + 52,1(5}71_55—1) By 0B 1 +52,3Rf¢—1 T 4] 3)
o o[ o
Ert Crs Crr

2o BALOR e 8182 g3 e} VECMOE 3% 314 &= AF A
Aak AE AN 1ol A Y17 Bk ARshetT AR e, H2 e
5O §Jol w2 ALY 91F WBHE WISt ok o2 Al of s EARich

2) A2t K4 oX| =& - O[#2F GARCH(1,1) 2

oa!

ME AN AR Fuot GelEs A, WEd A4t 98 WES §A W

o weyslok ghek. 2, Wl WEAHol UHSHA U, AT e} FEHOR W
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ARS 118 E o= Q1= o] GARCH(Bivariate Generalized AutoRegressive Conditional
Heteroscedasticity) 28-S AR&sttt o] ¥ Bollerslev(1986)2] ©d A|AA
GARCH m3< 84 Zlo2 4% 24 Z24 3140] 217 GARCH(L1) F4<
et e Abgsta gk

A&y AeiEd 7H4 Abole] 33&E WAZE 245 7 ol VECM 2
A AL B HALE 04 £ FO AL oIUF GARCH(D 23
ARCH(L1) B8 4] G)olA] & 4 glzo] ms 5
VC, VA, VBE gsiol sz 2Aeor @ Aol 47} Bel 204t He Aore
Zra Qlrt o] Y3t A A3 A=+ Engle and Kroner(1995)7} tfj 3£ & o]t}
Engle and Kroner(1995)+= 4] (5)2} &2 Hg S A3l A8 of 3l= A2 4=7}
HEsHA e EA™S Al 3 VA, VBE tjZba) (diagonal matrix)2 7174 3}1¢,
T4 AE A () Zol 92 & sfdstal Uk

>
>
op
ok
_E
3_4
ﬁ
e ‘|"
S
rE
o
)

h(H,)= VC+ VAvech(e,_,e’,_,) + VBvech(H,_,) 2] (4)
By, VG, VA, VA, VA ef.H VB, VB, VB3| |hy,q -1

(H,) = hsf,t = | VG |+ | VAy VA, VA, Cs,t— leff |+ | VBy VB, VB hsf.t—1 é} (5)
by, VG, VA, VAy, VA, e 2ft—1 VBy VB, VB | |hypy
g, va, VA, 0 0 ] 65,1—1 | VB, 0 0 | [Pysi—

()= |hyo|= [VCo|+| 0 VAyp 0 |leg,yep, a|+| 0 VBy 0 ||hy, | 2] (6)
hff.t VG, 0 0 VA 6;,1,1 0 0 VB hff.t—l

]’Ho]' /;:,LZ,"%] =3 N(N+1)/2 Hﬂ}:—] = 1 A3} vector-half ﬁ’ﬂ'x]'

ol

o}, vech(+) : Nx N 35 9]

vech(A) QA= A9 Ptz S A2 A A= A HE F-Y3%H
52 4" 9EE vepdci(Hamilton, 1994). ob&& 34| a] 9o BRI =
Zrel whel Wk A S A H]go] "t
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Ederington(1979)-& 317 £31E d|X S A6l gL AeolAel @2 gl
2 R(Var(0) ] B o838 SIXE 5T AS(Var(m)o] 7 %gxg
= AolsliL, NS BF BAAA SX GRS A ()3 2ol Helsdrt.

Var(U) — Var(H) A7)

SR a3 (HE) = Var (D)

Var(U) = o Var(H) = J?g-ﬁ- Hgai‘—QHUSF

s

o, Var(H) @ 3 A]3FG S w2
Var(U) : 3| A|8FA] kS

;O

A &A= 1o 77hEaE XS T A AA a7 & AE 9n|st, 09
Aol 919 AA 2t fES ouigteh dx] aake] AL FEiEHN(in-sample)
717t 2t (out-of-sample) 7|7kl o]t £ M(in-sample)
71kl ogt =4 S OHX] an] WH—‘?J A= A=7H4 o] gk &
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7) Mg =0, 2 &lX| HIES
W 7|2t0lx, 201221 FR BE24 7|.7_*0| 5._“3.
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Rl

CER REuj277} ABu2A A 422 o431, A2 7149 A
| = EF Y AEBlueNext)o] A2 5, AEuEH 7149 %99+ European Climate
Exchange (ECX)<] ¢ ¥(daily) 5—7}—% o] g3lHUT). Ao AHeE HE gt BF
UIAEO| A CER @& AHE A A1z ¢l 2008 8 1251 2012 11Y 30U 71|
o A A=E(F 1,0647H)0]THO.

gu Ao jEy AB1AT HEZ 72 SALE < 259 2T} AR

o 2
L FH

& EUA 7182 F 4 6.042 04 F o 25.199-2=2 ¢F 3.17v7} 571st ¥HH, CERS
Z A& 0.72F2 oA Fo 2090722 oF 284 715kt T3 CERS EUAX T} FHol
AHla(coefficient of variation)7} o} Atz by Aol Hojx|&= EALS HYTh
| ® 2 EUA®t CERY 7|2 7
EUA CER
sAE 2712 M2t 2712 M2t
(E/%2) (E/%2) (E/%2) (E/R2)
y 7 128179 129190 102105 101848
EETA 39239 39765 4.4668 44763
e, 134050 135650 11,7500 116650
2 of 3 25,1900 25,1900 20,9000 21,2000
EJENEA, 6,0400 60700 0.7200 0.7200
O[S 0.3061 03078 04375 043%

Z=: WHolA 4 (coefficient of variation) = BEZHA} /| HI

2 Ao = AA S BEN 717 22 717 B2 URo] RN 7S

Ao =2e= A A v&S, S 7S 2 X aE =4 ant
T ohe <3 3>of Yelt Qo] @RS 71An ABMEE 7HE qtole ¥

o] A7 EAst= Aer EAEUY. EUAS 79 A4+ 0.9990, CERE]

8) ERUS 42 SFRUAE SHENEO0| 2011110 SA|Z0] Phase 2 M 7|7H0] CHSH BMo| {222 A QL.

9) &5 O2 Hajao 714 Xt2E AIBS MR ZHE 2(2005)9 HAMH A EU-ETSHU Zxsts HHEH HafAS0 Y
HHE3 7tA0 thell Y2 Y7t H2lo| MEeS Yot Ht A1, HEQ 42 SRYAE, MEQ AR ECXQ AY BRE
o 7t& &7| WZolct

10) ERUYAEQ AR 2012,125%2 7|HOZ HALYD, 249 HOZ 5 11.30UNX|IZ2 MHIALC,
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2 5o AW WAL At Soldt UL EUA A2 714w CER HE
holl & ATBA09683)7F A LA A THsAL BelFm gk

FUA CER
T e

8 o= Mo 8 = N o=
o= 1.0000 0.9990 09622 0.9683

EUA
MoB 09990 1.0000 09642 09704
[ 09622 0.9642 1.0000 0999

CER
M2 09783 09704 0991 0000

EUA®} CERQ] d& 741 A& 742 25 T (unit-root)o] E4dl= E¢H%
A EHE G, 5 AALE BAE BAV ST 1% 978 5
<95 v} Qlth(John Hua Fan et al.,, 2010; Julien Chevallier, 2010; George Daskalakis
et al., 2009)11).
ol# gt A A1LE EfE wal &z o] 4kl EUA &% 7123 CER A& 712
° H A4 (cointegration test)S F7I2 AA| Tt FAE TA 7} éxﬂﬁj
HRE Afolo] FHEE 359 52 FA7F A5t A7 7F TA
€ dete duloitt. HiEd e & Adevt4e] T4 EAll AHH, 424
2 0%} £4 B TPHE AAY RO BAE Jo| nitslek

e 9o 1 EUAS} CER9] #E3} A% 717 7te] 2

s

-

R P P
2 02 54 PO AWPHA] EGAR RFS Agste] FX] ENE LA

11) MAFZON T2 AN ADF(Augmented Dickey—Fuller), PP(Philips—Peron) HIAEES X &5IRICE,
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e il tau SAHZ A Hi tau EH2
d= 512

s B07760™) e 1182740
i 5=

G e ~35901(") i 176640
d= si=2

i 33641 e 15,1472

Fi L 196%) 22N §9T ¢S o

T BA AnE goksld ooy 2ot A4, B4 giato] ¥l EUAS CERQ| &
=7HA43 Ade7td 2 deldol Aol 23t AddT20et §9). 24, 34
= ARAY Wi FEvHAY A= He SR EATE v ATUhA
5% froeEollA 7148HAl 2 H Folk 1l o)) TA BAVE e Ao

2 Ao M ETS Fo] thafel Muleatel 4% Prere faue S o
g 94 98 A Aty kel B XM X Wate] e £
& HANT ZH2 ARARA FAUD AGAA, Joarne Hil ot (9892

d(EUA) = EUA,— EUA, _, A1 (8)
d(CER) = CER,— CER,_, 21 (9)

2) Y oX|et WAt oA =M Z2 HR

EU-ETSo| 4 CERE 925 ojaprt BUAS fAls] 57 vlgR o|pass
SASHE o] A8 5 YO ER BUA gAdle] 7ol EAT I # 4 ek & 4
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0x

J
P>

Foll A= CERY| 714 & EUAS] 7HAHTE At o2 wo} o Zhojzt 7ol A]
W2 FAE Fol 7HE W HAaE YT FAO gFESe] pHEE HEE
= 7 %= 718E ASE 4 dokal 7HAskgich EU-ETSOA ool AHE-H
CERQ] o2 2008 oF 82wk Eol9lout, sfutct F7kste] 2012 ofl = oF 212w gt
Eo] ARE-E Itk (Carbon Market Data, 2013).

37 vl& =4S 98) 2008 8Y 12Y5E 2012 64 304717 & 9597 AR E
FEN 7I7ro 2 dAetar, R4 7)72 20129 7€ 1€5E 20124 11€ 309714
571zt 1057 A=E Y= A B3-S F4sHA RFHE 24 A v o

o

P

a7 maE FA4T

o oju] &4 vl
o]k,

uhE, A 8- 9]

ol 4 EUAY it

ol 4] 0.943621 BHH, WA} 3|7 <]

Hlal $ak Ao ek
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