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Short discussion on capacity markets

Why do we need a general framework based on behavior to assess the effectiveness of actual capacity markets ?

From a general economic point of view, how can we analyze price formation in markets ? 

What does the literature say on price formation and behaviors in capacity markets ?

Å Risk issues

Å Industrial decisions

Å Market rules

Å Asymmetries issues

Å Auction theory and capacity market

Å Demand

Å What is so special about capacity markets? 
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Context of this study

The thesis aims at understanding possible implications of different market designs on capacity market effectiveness, which implies understanding 

how market design impact price formation on capacity markets

This study originates from the literature survey made for my thesis 

ü What are the different models used to treat specific issues in capacity markets ?

ü What is the actual outcome of such models ?

ü Create a benchmark on how we can model actorsô behavior in capacity markets

ü What has not yet been addressed in the capacity market literature? 

Objectives of this study

Market design Actorôs behavior Price formation
Capacity market 

effectiveness

This work raises more 

questions than it solves, 

but it provides a solid 

foundation for answers



55

Capacity remuneration in practice 

Höschle et al. (2017)
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Real world application 

Höschle et al. (2017), 

Bublitz et al. (2019) 



77

How capacity markets are supposed to work ?

Formation of demand 
and supply

Formation of prices in 
capacity markets

Impact of capacity 
markets in the system

Höschle et al. (2017)


