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Abstract. In this paper, we construct a tradable permit market model and
study the equilibrium prices in a general equilibrium framework. Applying
Biihlmann (1980), we derive a pricing formula of any contingent claim in the
market in the case that all agents have a CARA utility function. Our formula
successfully illustrates how prices in the market are formed and determined.
We also investigate the effect of permit banking and borrowing on the prices

and other related topics.
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