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Abstract

This paper provides a method to forecast day-ahead electricity prices based on autoregressive integrated
moving average (ARIMA) and generalized autoregressive conditional heteroskedastic (GARCH) models.
In the competitive power market environment, electricity price forecasting is an essential task for market
participants. However, time series of electricity price has complex behavior such as nonlinearity,
nonstationarity, and high volatility. ARIMA is suitable in forecasting, but it is not able to handle
nonlinearity and volatility are existent in time series. Therefore, GARCH models are used to handle
volatility in the in time series forecasting. The proposed method is computed using the daily electricity
price data of Iran market for a five-year period from March 2013 to February 2018. The results reported
in this paper illustrate the potential of the proposed ARMA-GARCH model and this combined model has
been successfully applied to real prices in the Iranian power market.

Keywords: Electricity price forecasting, ARIMA model, GARCH model
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