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Abstract : |In this paper, we apply the dynamic condition correlation (DCC) bivariate GARCH model, proposed by
Engle (2002), to investigate conditional correlation on European Union Allowance (EUA) and those
of other commodities and European stock market under the EU ETS is organized in distinct phases.
The empirical results are as follows: First, the EUA and those of other commodities and stock market
cannot reject the null hypothesis of a constant conditional correlation within the first phase of the
market. Second, the EUA and those of other commodities and stock market reveals that the dynamic
conditional correlation behavior under the second phase. Third, the estimates of the correlation
coefficient suggest that an increasing tendency of correlation coefficient between EUA and those of
other commodities and stock market is significantly related to the global financial crisis.
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