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The impact of the market stability reserve on price paths and the
market equilibrium of the EU ETS - empirical analysis
Market based mechanisms, such as emission trading schemes provide the opportunity
to cut emissions in a cost-efficient way. The resulting carbon price shall incentivise the
reduction of CO2 emissions, i.e. through investments in low-carbon technology. In the
light of the significant surplus of allowances within the EU’s carbon market which is
spotted to be the reason for a low carbon price and thus a challenge for reaching the
European emission reduction targets in the long run, a market stability reserve was
agreed upon in 2015 and will start operating in January 2019. Instead of auctioning of
surplus allowances that were back-loaded between 2014-2016, the certificates will be
transferred to a reserve. In addition to adjusting the auction volume, the market stability
reserve is also intended to improve the resilience of the trading scheme to major shocks,
such as an economic crisis.
The thesis should quantify how the announcement of the MSR impacted the price path
of CO2 by conducting an empirical analysis. Furthermore, the thesis should analyse
how the market stability reserve might alter the market-equilibrium of the EU ETS in
the future based on the results of the empirical analysis.
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