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2XWOLQH�RI�7DON

❚ 5HODWLRQVKLS�EHWZHHQ�IRUZDUG�	�VSRW
PDUNHW�SULFHV�LQ�DQ�HIILFLHQW�PDUNHW

❚ :K\�ZH�VKRXOG�FDUH

❚ +DV�WKH�&DOLIRUQLD�PDUNHW�EHHQ�HIILFLHQW"

❚ 7UDQVPLVVLRQ�FRQJHVWLRQ�DQG�HIILFLHQF\

❚ &RQFOXGLQJ�UHPDUNV
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5HODWLRQVKLS�%HWZHHQ

)RUZDUG�DQG�6SRW�0DUNHWV

❚ )RUZDUG�DQG�6SRW�0DUNHWV�WUDGH�WKH�VDPH
SURGXFW�MXVW�GXULQJ�GLIIHUHQW�WLPHV

❙ ,Q�D�ZRUG�RI�FHUWDLQW\��L�H��SULFHV�ZHUH�NQRZQ
DKHDG�RI�WLPH�

❘ <RX�ZRXOGQ¶W�EX\�WKH�SURGXFW�LQ�WKH�IRUZDUG
PDUNHW�LI�WKH�VSRW�PDUNHW�SULFH�ZDV�OHVV��DQG�YLFH
YHUVD�

❘ /LNHZLVH��\RX�ZRXOGQ¶W�VHOO�LQ�WKH�IRUZDUG�PDUNHW
LI�WKH�VSRW�PDUNHW�SULFH�ZDV�KLJKHU��DQG�YLVH
YHUVD�
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5HODWLRQVKLS�%HWZHHQ

)RUZDUG�DQG�6SRW�0DUNHWV

❚ (OHFWULFLW\�PDUNHW�SULFHV�DUH�QRW�FHUWDLQ

❙ +RZHYHU��WKH�VDPH�LQWXLWLRQ�KROGV�LQ�WKLV
HQYLURQPHQW��EXW�LQVWHDG�ZH�IRFXV�RQ�WKH
H[SHFWDWLRQ�RI�SULFH�

❘ <RX�ZRXOGQ¶W�EX\�LQ�WKH�PDUNHW�ZLWK�D�KLJKHU
H[SHFWHG�SULFH

❘ <RX�ZRXOGQ¶W�VHOO�LQ�WKH�PDUNHW�ZLWK�D�ORZHU
H[SHFWHG�SULFH
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)RUZDUG�DQG�6SRW�0DUNHW

3ULFHV

❚ 7RJHWKHU�WKHVH�LPSO\�WKDW��IRU�GHOLYHU\�RI
HOHFWULFLW\�DW�WKH�VDPH�SRLQW�RI�WLPH�DQG
SODFH��WKH�IRUZDUG�SULFH�DQG�WKH�VSRW�SULFH
VKRXOG�KDYH�WKH�VDPH�H[SHFWHG�SULFH

❚ 7KH\�DOVR�LPSO\�WKDW��LQ�DQ�HIILFLHQW�PDUNHW�
WKH�IRUZDUG�SULFH�ZLOO�EH�\RXU�EHVW�JXHVV�DV
WR�ZKDW�WKH�VSRW�SULFH�ZLOO�EH

❙ 7KHUHIRUH��QR�LQIRUPDWLRQ�DYDLODEOH�DW�WKH�WLPH
WKH�3;�SULFH�LV�VHW�VKRXOG�KHOS�LQ�IRUHFDVWLQJ�WKH
,62�SULFH
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)RUZDUG�DQG�6SRW�0DUNHW

3ULFHV

❚ )RUPDOO\��OHW�WKH�IRUZDUG�SULFH�EH�VHW�RQH
SHULRG�DKHDG�RI�WLPH�DQG�OHW�ΩW���EH�WKH
LQIRUPDWLRQ�DYDLODEOH�ZKHQ�WKH�IRUZDUG
SULFH�LV�VHW��WKHQ�ZH�KDYH�

RU

[ ]11 | −− Ω= t
spot

t
forward

tt PEP

[ ]11 | −− Ω= t
ISO

t
PX

tt PEP



3/17/2K 2000 POWER Conference

7HVWLQJ�IRU�(IILFLHQF\

❚ 2QH�FRQVHTXHQFH�RI�WKLV�FRQGLWLRQ�LV�WKDW�

❙ ZKHUH�εW�KDV�PHDQ�]HUR�DQG�LV�LQGHSHQGHQW�RI

DOO�LQIRUPDWLRQ�DYDLODEOH�ZKHQ�WKH�3;�SULFH�LV
VHW�

❙ :H�WHVW�WKLV�FRQGLWLRQ�E\�HVWLPDWLQJ�

❙ $Q�HIILFLHQW�PDUNHW�ZRXOG�LPSO\�WKDW�α �
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t
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:K\�:H�6KRXOG�&DUH"

❚ 0LJKW�EH�VXJJHVWLYH�RI�LQVWLWXWLRQDO�UXOHV
WKDW�OHDG�WR�LQHIILFLHQF\�LQ�RWKHU�DUHDV

❙ )RU�H[DPSOH��V\VWHPDWLF�,62�3;�SULFH
GLIIHUHQFHV�PD\�OHDG�VXERSWLPDO�GLVSDWFK

❚ $OVR�JLYHV�D�SLFWXUH�DV�WR�KRZ�LQWHJUDWHG
WKH�GLIIHUHQW�PDUNHWV�DUH

❙ &DQ�D�GHFHQWUDOL]HG�V\VWHP�UHO\�RQ�WKH
PDUNHW�IRU�HIILFLHQF\"
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7KH�'DWD

❚ :H�ORRN�DW�KRXUO\�63���DQG�13���3;�DQG
,62�SULFHV

❙ 7KH�VDPSOH�LV�IURP��������WR��������
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(VWLPDWLRQ�,VVXHV

❚ %HFDXVH�3;�SULFHV�DUH�VHW�DW��DP�WKH
SUHYLRXV�GD\�LQ����KRXU�EORFNV��DQ\�VKRFN
�H�J��FKDQJH�LQ�ZHDWKHU��ZLOO�KDYH�DQ
HIIHFW�WKURXJKRXW�WKH�GD\

❙ 7KLV�LQVWLOOV�VHULDO�FRUUHODWLRQ�LQ�WKH�,62�3;
SULFH�GLIIHUHQFHV��LPSO\LQJ�ZH�KDYH�IHZHU
LQGHSHQGHQW�REVHUYDWLRQV

❙ 7KLV�LV�DQDORJRXV�WR�UHGXFLQJ�\RXU�VDPSOH
VL]H��ZKLFK�LQ�WXUQ�LQIODWHV�\RXU�VWDQGDUG
HUURUV
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'HDOLQJ�ZLWK�6HULDO

&RUUHODWLRQ

❚ 7KH�DFWXDO�PRGHO�RI�VHULDO�FRUUHODWLRQ�LV
FRPSOH[�VLQFH�HDFK�KRXU�LV�FRUUHODWHG�ZLWK
D�GLIIHUHQW�QXPEHU�RI�SUHYLRXV�KRXUV�
FUHDWLQJ�DQ�DV\PPHWU\�DFURVV�KRXUV

❙ H�J��KRXU���LQ�HDFK�GD\�LV�FRUUHODWHG�ZLWK�WKH
SUHYLRXV����KRXUV��EDFN�WR��DP�WKH�SUHYLRXV
GD\���ZKLOH

❙ +RXU����LV�FRUUHODWHG�ZLWK�WKH�SUHYLRXV���
KRXUV
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/HVVRQV�/HDUQHG�IURP�7KLV

�WDEOH���

❚ 7KH�PDUNHW�DV�D�ZKROH�ORRNV�WR�KDYH
EHFRPH�PRUH�HIILFLHQW�RYHU�WLPH

❙ $IWHU�'HFHPEHU�������WKH�DYHUDJH�,62�3;
SULFH�GLIIHUHQFH�LQ�RQO\�-XO\�LV�VWDWLVWLFDOO\
VLJQLILFDQW�LQ�HDFK�RI�WKH���PRGHOV

❘ 7KLV�PLJKW�VXJJHVW�OHDUQLQJ�E\�PDUNHW�DJHQWV

❚ 7KH�6RXWK�DSSHDUV�WR�EH�PRUH�HIILFLHQW
WKDQ�WKH�1RUWK

❙ 7KLV�GLIIHUHQFH�FDQ�RQO\�EH�H[SODLQHG�E\
GLIIHUHQFHV�LQ�WKH�WZR�UHJLRQV�GXULQJ�FRQJHVWLRQ
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7HVWLQJ�IRU�D�3URILWDEOH

7UDGLQJ�5XOH

❚ &RXOG�D�JHQHUDWRU�RXWSHUIRUP�WKH�QDwYH
VWUDWHJ\�RI�VHOOLQJ�HYHU\WKLQJ�LQ�WKH�3;
PDUNHW"

❙ 6SHFLILFDOO\��ZKDW�LI�D�JHQHUDWRU�ZHUH�WR�VHOO�LQ
WKH�PDUNHW�WKDW�KDG�WKH�KLJKHVW�H[SHFWHG�SULFH�LQ
WKH�SUHYLRXV�PRQWK"

❘ 7KLV�LV�D�YHU\�VLPSOH�WUDGLQJ�UXOH��WKDW�FRXOG�OLNHO\�EH
LPSURYHG�XSRQ

❙ 8VLQJ�WKLV�UXOH��D�1RUWKHUQ�JHQHUDWLQJ�FRPSDQ\
VHOOLQJ�����������P:K�HDFK�PRQWK�ZRXOG�KDYH
PDGH�D�VWDWLVWLFDOO\�VLJQLILFDQW�DPRXQW�RI
���������SHU�PRQWK�PRUH�WKDQ�WKH�QDwYH�UXOH
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$GGLWLRQDO�7HVWV�RI

(IILFLHQF\

❚ $QRWKHU�FRQVHTXHQFH�RI�DQ�HIILFLHQW
PDUNHW�LV�WKDW�QR�LQIRUPDWLRQ�DYDLODEOH
ZKHQ�WKH�3;�SULFH�LV�VHW�VKRXOG�KHOS
H[SODLQ�WKH�,62�3;�SULFH�GLIIHUHQFH

❚ :H�WHVW�IRU�WKLV�E\�LQFOXGLQJ�

❙ 7KH����KRXU�SUHYLRXV�,62�3;�SULFH�GLIIHUHQFH

❙ 7KH�'D\�RI�:HHN�DQG�WKH�+RXU�LQ�WKH�'D\
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/HVVRQV�/HDUQHG�IURP�WKH

$GGLWLRQDO�7HVWV��WDEOHV������

❚ 1R�VWURQJ�HYLGHQFH�WKDW�WKH�SUHYLRXV�,62�
3;�SULFH�GLIIHUHQFH�LV�VWDWLVWLFDOO\�VLJQLILFDQW

❚ $SSHDUV�WR�EH�D�³:HHNHQG�(IIHFW´

❙ 7KH�,62�SULFH�DSSHDUV�WR�EH�V\VWHPDWLFDOO\
KLJKHU�WKDQ�WKH�3;�SULFH�GXULQJ�WKH�ZHHNHQG�
UHODWLYH�WR�WKH�UHVW�RI�WKH�ZHHN

❚ 6RPH�HYLGHQFH�RI�D�³3HDN�3HULRG�(IIHFW´

❙ 7KH�,62�SULFH�DSSHDUV�WR�EH�V\VWHPDWLFDOO\
KLJKHU�WKDQ�WKH�3;�LQ�WKH�1RUWK�GXULQJ�KRXUV
�SP�WR��SP��RQO\�GXULQJ��SP�LQ�WKH�6RXWK�
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&RQJHVWLRQ�DQG

´$V\PPHWULFµ�&RQJHVWLRQ

❚ ������RI�WKH�WLPH�1RUWK�DQG�6RXWK�DUH
RQH�PDUNHW

❙ ,Q�RQO\������RI�WKH�WLPH�KDV�WKHUH�EHHQ
FRQJHVWLRQ�LQ�ERWK�WKH�3;�DQG�WKH�,62��DQG
QHYHU�IURP�1RUWK�WR�6RXWK�

❚ ,Q�WKH�UHPDLQLQJ�������RI�WKH�KRXUV�RQH
PDUNHW�LQGLFDWHG�FRQJHVWLRQ��ZKLOH�WKH
RWKHU�GLG�QRW

❙ :H�FDOO�WKLV�$V\PPHWULF�&RQJHVWLRQ
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,QHIILFLHQW�$V\PPHWULF

&RQJHVWLRQ

❚ 6XUSULVLQJO\��������RI�WKH�WLPH��������RI
WKH�FRQJHVWHG�KRXUV���WKH�,62�ZDV
FRQJHVWHG�ZKLOH�WKH�3;�ZDV�QRW

❙ 7KLV�LQGLFDWHV�WKH�H[LVWHQFH�RI�LQHIILFLHQF\
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$V\PPHWULF�&RQJHVWLRQ�DQG

,QHIILFLHQF\

❚ &RQVLGHU�WKH�FDVH�ZHUH�WKH�3;�IRUHFDVWV�QR
FRQJHVWLRQ�DQG�FRQJHVWLRQ�LV�RQO\�OLNHO\�WR�EH�LQ
RQH�GLUHFWLRQ��H�J��RQO\�6RXWK�WR�1RUWK�

❚ $V�ORQJ�DV�WKHUH�LV�VRPH�SRVVLELOLW\�WKDW�WKHUH
ZLOO�EH�FRQJHVWLRQ�LQ�UHDO�WLPH��WKHQ�WKHUH�LV�D
SRVLWLYH�SUREDELOLW\�WKH�1RUWK�DQG�6RXWK�SULFHV
ZLOO�GLIIHU�LQ�UHDO�WLPH�DQG�WKLV�GLIIHUHQFH�LV
SUHGLFWDEOH��H�J��1RUWK≥6RXWK�

❚ 7KHUHIRUH��LW�LV�LPSRVVLEOH�IRU�ERWK�WKH�1RUWK
DQG�6RXWK�3;�SULFHV�WR�EH�XQELDVHG�SUHGLFWRUV
RI�WKH�,62�SULFHV
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$V\PPHWULF�&RQJHVWLRQ�DQG

$UELWUDJH�2SSRUWXQLWLHV

❚ $VVXPH�FRQJHVWLRQ�LV�OLNHO\�LQ�RQO\�WKH�6RXWK
WR�1RUWK�GLUHFWLRQ�DQG�WKH�3;�LV�QRW
FRQJHVWHG

❙ $Q�$UELWUDJHXU�FRXOG�EX\�SRZHU�LQ�WKH�1RUWK�3;
PDUNHW�DQG�VHOO�SRZHU�LQ�WKH�6RXWK�3;

❙ ,I�WKHUH�LV�QR�FRQJHVWLRQ�LQ�WKH�,62��WKHQ�E\�QRW
IXOILOOLQJ�KHU�FRPPLWPHQWV�VKH�VHOOV�SRZHU�LQ�WKH
1RUWK�DQG�EX\V�LQ�WKH�6RXWK�DQG�EUHDNV�HYHQ

❙ ,I�WKHUH�LV�FRQJHVWLRQ�LQ�WKH�,62��WKHQ�E\�QRW
IXOILOOLQJ�KHU�FRPPLWPHQWV�VKH�PDNHV�PRQH\
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6XPPHU�([DPSOH

❚ $VVXPH�WKH�3;�IRUHFDVWV�QR�FRQJHVWLRQ�DQG�DQ
DUELWUDJHXU�EX\V�������0:V�RI�SRZHU�LQ�WKH�1RUWK�DQG
VHOOV�������0:V�RI�SRZHU�LQ�WKH�6RXWK

❚ 7KHUH�DUH�WZR�SRVVLELOLWLHV�

�����7KHUH�LV�QR�FRQJHVWLRQ�LQ�UHDO�WLPH

❘ %\�QRW�IXOILOOLQJ�KHU�FRPPLWPHQW��VKH�EUHDNV�HYHQ

�����7KHUH�LV�FRQJHVWLRQ�6RXWK�WR�1RUWK�LQ�UHDO�WLPH��VD\�WKH
SULFHV�DUH�����DQG�����LQ�WKH�6RXWK�DQG�1RUWK��UHVSHFWLYHO\

❘ %\�QRW�IXOILOOLQJ�KHU�FRPPLWPHQW�VKH�LV�IRUFHG�WR�VHOO������
0:V�LQ�WKH�1RUWK�DW������UHYHQXH�RI�����������DQG�EX\
�����0:V�LQ�WKH�6RXWK��FRVW�RI���������

❘ 6KH�PDNHV����������
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$V\PPHWULF�&RQJHVWLRQ�DQG

$UELWUDJH�2SSRUWXQLWLHV

❚ 7KLV�LQHIILFLHQF\�DOVR�DSSHDUV�WR�KDYH
GLVVLSDWHG�DV�WKH�PDUNHW�KDV�EHFRPH
PRUH�PDWXUH

❙ ,Q�HDFK�PRQWK�LQ�������WKLV�RFFXUUHG�LQ�PRUH
WKDQ����KRXUV

❙ ,Q�-DQXDU\������LW�RFFXUUHG�LQ�RQO\���KRXUV�
ZKLOH�IURP�)HEUXDU\�RQ��LW�KDV�QRW�RFFXUUHG
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&RQFOXVLRQV

❚ 7KH�DQDO\VLV�WKXV�IDU�LQGLFDWHV�D
PRYHPHQW�WRZDUG�JUHDWHU�HIILFLHQF\

❙ 7KH�H[SHFWHG�GLIIHUHQFH�EHWZHHQ�WKH�,62�DQG
3;�SULFHV�LQ�WKH�PDMRULW\�RI�WKH�PRQWKV�LQ
�����KDYH�EHHQ�VWDWLVWLFDOO\�LQGLVWLQJXLVKDEOH

❙ 7KH�LQFLGHQFH�RI�LQHIILFLHQW�DV\PPHWULF
FRQJHVWLRQ�DOVR�KDV�GLPLQLVKHG
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&DYHDWV

❚ :LWK�WKDW�VDLG��WKH�DELOLW\�WR�DUELWUDJH�PD\�EH
EHFRPLQJ�PRUH�GLIILFXOW

❙ 7KH�,62�KDV�UHFHQWO\�LQFUHDVHG�WKH�FRVWV�RI�SXUFKDVLQJ
SRZHU�LQ�WKH�UHDO�WLPH�E\�UHDOORFDWLQJ�WKH�FRVWV�RI�UHVHUYHV

❙ 7KH�,62�LV�DOVR�FRQVLGHULQJ�PRYLQJ�WR�D�V\VWHP�ZLWK
VHWWOHPHQWV�HYHU\����PLQXWHV

❘ 7KLV�ZRXOG�PDNH�WKH�KRXUO\�3;�SULFH�OHVV�RI�D�VLJQDO�IRU�WKH
,62�SULFHV

❙ 7KH�,62�DOVR�SODQV�WR�DGG�D�QHZ�FRQJHVWLRQ�]RQH�DQG
UHGHVLJQ�WUDQVPLVVLRQ�SULFLQJ

❚ )LQDOO\��DQ�DUELWUDJH�IUHH�HQYLURQPHQW�GRHV�QRW�LPSO\
WKDW�WKH�HQWLUH�PDUNHW�LV�HIILFLHQW


