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Monte Carlo method for pricing forecasting errors 
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ERROR DISTRIBUTIONS

INPUT TIME SERIES COMPUTATION

𝑾𝑾𝒈𝒈 − actual consumption [MWh]

𝑾𝑾𝒇𝒇 − predicted consumption [MWh]

𝑪𝑪𝟎𝟎 − price of purchased energy [€/MWh]

𝑪𝑪+ − price for positive imbalances [€/MWh]

𝑪𝑪− − price for negative imbalances [€/MWh]

Absolute coefficient 
[€/year ]

Coefficient 39.054

Std. error 47,65

Relative coefficient
[c€/MWh] 

Coefficient 6,76

Std. error 0,00828

IMBALANCE EXPENSES 
VERSUS ACCURACY COST 

ACCURACY COSTS APPLICATIONS

Dependence of the accuracy costs on MAPE 
for a particular energy usage time series: 

relative costs in EUR/MWh (right). 

Distribution of total absolute expenses [EUR] realized at 
specific absolute error [MWh] of forecasts. 

Distribution of number of forecasts realizing 
specific absolute error [MWh] of forecasts. 

Cost-benefit analysis of forecasting accuracy 
models and technologies (sample) for your 

electricity consumption time series

Market size assessment for forecasting 
accuracy improving technologies, including 

smart grid solutions 
(rough estimates, see further research)

Country
Total 

consum.
[GWh]

Accuracy
cost per 
perc. pt.

Market size
per perc. pt. 

[000 EUR]

Slovenia 14.700 0,07 1.029

Croatia 18.870 0,07 1.321

Hungary 42.570 0,07 2.980

Austria 65.670 0,07 4.597

Italy 307.200 0,07 21.504

Germany 582.500 0,07 40.775

Comparison of imbalance settlement 
mechanisms according to resulting strength of 

incentives for accuracy.

Development of market‘s strength of accuracy 
incentives indicators and comparison of 

European electricity markets.

Utility-side cost-benefit analysis of balancing 
technologies (demand side management, 

demand response management, etc.)

Assessment of system-wide OVE introduction 
costs due to higher imbalances .

FURTHER RESEARCH
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