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Abstract: Option is an important financial instrument for generators developing strategic bidding and b I
evading market risk. At present, investigation on options mainly focuses on its risk aversion behavior, b IR
yet there are a few literatures to investigate its effect on generators’ strategic bidding. A two-stage b

Cournot equilibrium model considering power options contracts is developed and analytical formulas for b A
market equilibrium are presented in this paper. The results show that the existence of options /ﬁ o
accelerates market competition and mitigates market power abuse of generators, and that in order to b 2RI

retain higher spot price and stable payoff, generators are interested in holding high volatility of spot ASAEE AR E
price. (JEEE: 5N
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