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Short term price forecasting (STPF) has become increasingly necessary and more
complex for all kinds of market participants, as evident from the various.approaches that exist
today; partly because ongoing market reform create continuous changes in the dynamics of prices,
and partly because electricity prices exhibit complex volatility patterns. Recently, artificial
neural networks (ANNs) have been extensively studied which the major advantage of neural
networks is their flexible nonlinear modeling capability. Using hybrid model or combining
several models has become a common practice to improve the forecasting which combination of
forecasts from more than one model often leads to improved forecasting performance.

In this dissertation, we presented an improved short term price forecasting model based
on artificial neural network (ANN) with hybrid correction method, which is a combination of
ANN .and stationary time series models such as ANN-ARIMA, which is proposed to analyze the
linear part of the problem afterwards ANN is developed to model the residuals from the ARIMA
model. The results from the ANN can be used as predictions of the error terms for the ARIMA
model. For the ANN-Wavelet transform approach is proposed to implement to the time series
data, decomposing the data into number of wavelet coefficient signals. The decomposed signals
are then fed into ANN for training. To obtain the predict forecast, the outputs from the ANN are
recombined using the same wavelet technique. These method is examined by using the data of
Australian National Electricity Market (NEM). Empirical results indicate that the combination
proposed can improve the price forecasting accuracy. Furthermore, future scope of applying the
scheme with data mining techniques such as rough sets in short term price forecasting. For the
proposed method, ANN is employed as the forecasting method, and its learning data is selected
by using rough sets theory. This method is examined by using the data of Pennsylvania-New
Jersey-Maryland (PJM) market. From the simulation results, it is observed that the proposed
method is useful for next-day peak price forecasting, which helpful for suitable bidding strategy

and risk management tool for market participants in a deregulated electricity market.
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