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Abstract

In the implementation of GHG emission trading system, the allowance and its derivatives trading
and supervision are an effective guarantee for transferring wealth, thus facilitating completion of
the minimum cost reduction. Two levels of market transactions will not affect the government es-
tablished environmental objectives, but by emissions trading prices can play the critical role for
emission reduction incentive effect, therefore, when allowing free transaction, the need to estab-
lish regulatory mechanism is necessary, in order to avoid all kinds of price and market risk to
maximum extend. In view of two types of market transactions including exchange and OTC, based
on the analysis of their respective advantages and disadvantages, it is necessary to establish uni-
form contract trading position limits, improve the carbon market clearing and collateral require-
ments, improve the participation qualification constraints, and establish the concrete reporting
obligations.
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