
In this thesis we use nonstandard methods for the valuation of derivatives on

electricity. We model the dynamics of electricity spot price as mean reverting

processes on the hyperfinite binomial tree and by switching to the risk-neutral

world we derive analytical formulas for the price of forward contracts. Both of our

models are fitted to the German electricity market and forward price predictions

are compared with forward products traded on the exchange. We conclude that

both the Ornstein-Uhlenbeck and the Schwartz one factor model fit long-term

forward contracts well while our prediction results for short-term forward prod-

ucts are not conclusive due to low liquidity and alternative approaches might be

suitable.
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