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What determines the Electricity Price Volatility in Korea?
Seojin Lee* and Young Min Kim**

ABSTRACT : Using hourly SMP data from 2016 to 2020, this paper measures the weekly realized
volatility and investigates the main force of its determinants. To this end, we extend the Bayesian variable
selection by incorporating the regime-switching model which identifies important variables among a
large number of predictors by regimes. We find that the increase in coal and nuclear generation, as well as
solar power, reinforce the SMP volatility in both high volatility and low volatility regime. In contrast the
increase in gas generation and gas price decrease SMP volatility when SMP volatility is high. These
results suggest that the expansion of renewable energy according to 2050 Carbon Neutrality or energy
transition policies increases SMP volatility but the increase in the gas generation or reduction of coal

generation might offset its impact.
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Seuete] e muf A s ohee W ARIARE S Aol 7Rt A v E R

+ H &3 o gof whet BAFS s APt AIAI el ok 8 Ao 7k 0l
A TAZHA(SMP) T ARIAZF A3 7 AR S B2 452 Ao &
3 A=A AT 4= Qlth= 1719 S L= QI3 SMP O] 5=t o] £5 0
ok AY7hA geEte 2 QI A o Sl AAARIASolA &2 o] St
£ ofufsi, ol= AN A H 7|E Al E du]of] tiet AR AR o] FARE A st
AU A AAA Ao A S S FE = Sk o U 4] W 2H A o] Adof 442l
P2 v o= Ak ELL SMP 224 of whE 81 W] g AR T SHoR HF
vlake] 171 20l 2718 7R A E QI 2050 B S22 18t oA Hale %)
A 0.2 R ol et e Waks 2o Ao 1, 2910120 vz}
RO A) 85717 SMP o w31 4% 2 3lek 252
S-efuteko] Aol ol = SMP 2% 8.21o] 2
2ol gt Q1T AR E AT 5 A
2391tk

He mojrle] WAL 24ai o5 s nlRolu $7 2/1E oA

2 2rs] o 2014 . 05 AT WA 24L 95 ARCH/GARCH 59| 54
ol AlAIE 23S AFE-5HA U (Bowden and Payne, 2008; Hickey et al., 2012; Liu and
Shi, 2013), THIE AH714 glolgl e 31§ A HEAT e v mF o] H
H-8 & 25k (Knittel et al., 2005; Ullrich, 2012).1) 2|Z29] aAtof| A= 7|5 Hse) 5

Hi S A4 A2 Soll 2%t A AT A o T W|F S7P7F =7 Hs Aol vlA=

3HRintamaki et al., 2017; Mauritzen, 2013; Ketterer, 2014), Agtof| A HA7}AZ A
LS Agsto] HiEEd2 S0l S HAIS] F 3 (Saretto et al., 2019), HEkAS}
2 Q3j AekolA 7pagbd oz o] Hgto] AYriAM gl vjA= FF(Brown and
Kodaka, 2014) 53} ZHo] & =ufj7}4 HgAdof et A9 He)7F el =it )l
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&5to] F=7SMP A e W52 SstaL o] o tgt 24 2912 w2 4 SMP +
St 4ol tigt A EE Al ot Ae B4 0= Stk SMP= A7 E 2 A= ARt
H HEH 7 7P 2 7 e A gae AlAESke] Q.9 i A1 9]
Hs v 2 24 =] oo, A2l 242l 2= FHHERE ofy 2t A 7]
270l P A= dal TAE, TARE(ARE 7H), S 5= LT o ok
SEANE U 9 AFAtoll A ME7EA WHsAdoll gk g olut v W= oFA ™
E| 2] oot FA it} 717 thE A5 AMESHL Qlth §-2]= T2 SMP ¥ 5 A=
AR 2 W 7he | o3 M-S Akl 7 o) SR 7K ST
Ql+= H| o] | ok =41 Bl (Bayesian stochastic selection) B S ARSIt H| o] X QF H 4=
Aele g B3FAAS s 4517] 23t pooled regression 53 0 &, W LA
(omitted variable problem)t} £ Q31 HE 3] Alof] 2715F0 24 A7) = B4 2

o BAIE sl dst= oS 7RIt
O] =2 W EZA o 2 Hj|o] 2| A 8 HlHH of] Markov-switching 2.3-2 =915}
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2o} 92 SMP WEA Ao wel geba s 24 e clo|uh aeh S W stel o]
AL 7R e o] SMP wlEAo] 1] %)= akel S mt getel 24t
2A7ATFSMP BIEA0] 71 We Sl msof A ek ) 7] A htal( ek}
A7) WS 0] SMP AEA S AAHSH 0 WeE Urehgeh. ol 2jst At
= Bk FYolLh oful 4] A8k A Blo] wr Ao L o] Shef7) 37 ] Enhmerit
order effect) 2 SMP 535 W% 4 QIA|uk, 57k Th9]0] SMP w15 A-& Shej A|7Icks
ARk AL 2] S Q15 SMP HE A B

AIFIeHs 212 AARSICE @R, 712 W3 LNG 742 sk SMP Wi Ao] &
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Sl AHEE = 7k RS S717 eI A7 s SMP A S7HE A
A7I AT B 4 G RS 1ol Zot

o] = F0) T4 S thg Tt ek IO A= A1Z18 SMP HJo] ]S 714 31 243t 771
WIEA S B} BT WSS 2R TGl A o] Kot W He) gl
APPSRk IVAOI A 34 ATkl that $413) A A2 A 35HaL, raro.
2V AROIAE BT Lagh Aol thel =it

o] =0l A= AIZHE SMP t|oH & Etf 2 A3 H-5/J(realized volatility)2 H A
31t}2) 941 tY o o3t realized variance= TS 4] (1)3} Zro] AlARE T

:ZT?*1+jA, t:l,"',T (1)

j=1

Tt—1+jA - ll’lSMPt_lJr]-A _1HSMPt—1+<j—1)A, j: 1,"'724,

of7]AM, A =1/240|th h 7|7 F¢He] AE3Rt A H54S

365 )
rool, (h) = /5= 30 RV, 2 Lpebd 4= glck.
j=1

<% 1>7h< 19 2> AP o] el & B8}
FARE AT 71708 HeY - HAg(u, 25 1
2949, 201941 10949, 20201 69209 53} Zo] 27} 23 A W54

2) Plihal and Lyécsa(2021)-& A& HEAl 245 93t g0 E] Hl % (frequency)= F& HEof i HEAo|
H355HA] kS A 2 ZH 3 of 51| ¢k micro structure noise S A3t A= 2 Wofof 318 x| A5 F 2 5
B 714 9] sampling frequency 7} #-&-0| U 71 5-9] B4 o A% 31 Liu et al.(201 5)— okt 2pAL 714 of
3 40071A] o) e] S X & aLesto] BARE Aah SEETEH -2 32719 Hlojgl = 24 Aee SHofA of
Hoh 425 Wt
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—— Realized volafility ---- Daily_max ---- Daily_min
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(2 2) 77t SMP A3 H5 Y
12 240
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O] A= 0.79% vl =] A ECE Fof - 255t Zpol7t A7t HEA
UERf= & albe] 2| &2 AR Erh= A(Frommel et al., 2014)S 1188 uj, Al
/J0] SMP =& ApA| Hrk= U4 7174e] I A S -2 W Bast AR
Alggtetar ofsifgd 4= Qick.
T AP Lof| A FET EALS

| F-25lehs Holch ofop 2

S2|Uka SMP 54 0] 28 7]7ba} ke 7]7ko] g
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510 o159) VKA B Wl AT} ] HSISIEh Citer013)
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GARCH 2% 2-851l31, 71 A3 A 7hA WE/d ol 52 o] 3 Hel vk qlck
Huisman and Mahieu(2003) 2} Bierbrauer et al.(2007)-2 218 714 o] F-5-(spike) ATE
Lt AAF AFE 2 Lo] 2415191 31, Haldrup and Nielsen(2006) #2714 =& 9=
5h+= g ¢lo] Markov-switching X & o] long-memory & =3} tl. SMP HEA] 9] 11
Aol whe} T2 P S R L gloms 0a20]6W 1Y 1 UEE 20209 129312
717H SFSMP W54 27] % g o] we Welsla MEA el A aslo] gt
A=A, 53] AU A o] Hgho] ui=A] £ skaLA} Bt o] & fsl U7+
5739 FAE A G e o] 27} o] Mg/ o Ao W A& T &St
A -2 7Fe Rt 7 HE e ARt o, 4 WEAES ok 5 AE

< A AIZE9F 7 2 Al EH«] SMP ztolut 8F5 5 1A ' 7| 7F Ao 25

grolueh a.ol e el i} o el AEG S

=
< 1> H 9 R AR WEA ) V| 2 E AL HolErh R4 AR WMEHS U
R AR AEA R EE IR B A 0R o A S EA, - H5gkel s
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Wt 4E W5 F7r A9 WEA
Mean 2.878 3.252
Max 21.452 10.665
Min 0.127 0.773
Std. Dev 2.446 1.854
Unit root test —3.882%** —4.739***
AR(1) 0.522%%% 0.623%%**
F: Y2 AL Augmented Dickey Fuller testE A3}, ***1= 1% G-2)&oA HFEI}
48 712eHg ojugic.

T A7 Ao Wk At e g
Qlste] Aol A A= S7HF A7t 9
Atk 2o s e Aol A= T LAY S7PHH w2 7H WE e 2dst= A
© 7 W% 31(Jonsson et al., 2010; Ketterer, 2014; Martinez-Anido et al., 2016; Kyritsis
etal.,2017; Rintamaki et al., 2017), =5 24 2 =21 o] A& 714 HEA S 7TA4A] 7|
+ bl ¥efl, dinfet S o) =71 71 HEAS 7Tt A tH(Rintamaki
etal,, 2017). 9| =252 Aol A Bhdo] A mufj7hd Mgo] $2 ajle s
uhepsial QAR S 7PE 2 A T2 AU A] g A ol ZFo] 7 QLo A =
TS| YPAE 2 eheth B3], obd Mekd WAl that 2 =
nFAEA] ghot B P8 F 8 RS ol Lol S Anit 47| g o E

ARSI QL. Aol L AL 7hAud o] SMP Aol u] A= Jake 1rt Hete)

AR8-5He} George and McCulloch(1993) 2} George et al.(2008) 0] A|oFsH 252 gFA
4=A1el(stochastic search variable selection) 5= Q §F H<S=7| & of| 4] -2 of
<
T

o HZF A7) = A etstal, A Add A o= gy 2
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FomH A 4 Gl Y B
He] w7 Sgolu MEAS SbE 4
Ak SEAORE S0 Fololut del gt B
o) CBP(ost based poob) A= ekl A 87 . A1 A3 ol shch
FHlZh 7P e WAy ) 5 RS AAstel 2a0t Tt AHK A
AN S WelA whed), ok yhiks 4 go] Qi W7o vy 7} l{u SMM
SITHAZ A4, 2005). THebA] SMP HEALE 27 (1) S 7
5271240 s} % 2110 2 skt 9L, AN 4L 540} 15z
Aol 7] QL YHaTh < 2>122016-2020
RS Belzt) AR o] £ INGE W F
qerur vt 9.2 %0 91%)5te] 714 8 WER SMP
o] Ztolut AU A WA F An

LNG O]QQ—] A7 Y= SMPE ZA 5}
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ING &% s Tad 24
2016 618.67 95.33 10.08 7.92 0.00
2017 596.67 39.92 61.67 31.75 0.00
2018 677.75 23.83 23.58 4.83 0.00
2019 651.50 1.75 70.33 6.42 0.00
2020 552.83 0.00 170.50 8.17 0.00

27 ALAY L

3) Seltheh ABAARS WA E s, Aok, oA AR 5 Thake 2.0le] ofs) SMP7 A HIT) o5 Bl $4-
FFSHU AR WA U AR BAT} Qo] E AT E U2 1esA) ke
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I v = ARERE B QUTh SEAINE<3E 3>0f| A & 4= Qo] 7| AT WIS A
0] 28 7hA A e} -0.90 7 0.93 2] =0 AFHA S 71 Bk ofu 2} 7] A uhA W)
TG FEA v T A A = -0.88 2 e o] & W Rt e d T s
S AYHSRE AFES= Zlo] A -e) Helrh B3, Amd WS Ao R
A A7}~ A 2K Brown and Kodaka, 2014), 48 228K Benini et al., 2002), 7]
9 hehasl a0 R BAE} Robt Hehiiso] 42 Eujrlz WE A ulA
L oJerg AR H o R BT 4 9l

Ll Coal | Nuclear | LNG Oil Hydro PV Wind Total
Mean 3986.7 | 2733.5 1938.3 114.4 59.1 62.4 46.2 | 10011.0
Max 5112.4 | 3465.8 3013.6 410.9 208.7 146.8 117.0 | 11969.0

Min 2721.8 1905.5 602.8 0.0 18.0 16.4 33| 76355
Std. Dev 557.2 364.6 421.6 101.4 31.2 27.2 22.7 787.5

)5 Correlation

Base 0.03 0.42 -0.90 0.01 0.04 —0.18 —0.52 -0.50

Peak 0.08 -0.37 0.93 0.31 -0.07 —-0.10 0.29 0.55

Renewable -0.51 0.12 0.02 -0.51 0.03 0.84 0.60 -0.20

AR A= 7)o A7l w|Al= - T4 G2 v sl Aol A
o]|F o)A A2 HHLu7t4 HEle]l £ a910=F QA tiSerletis and Herbert,
1999; Asche et al., 2006; Emery and Liu, 2002; Mjelde and Bessler, 2009; Furi6 and
Chulig, 2012; Mufioz and Dickey, 2009). Chae et al.(2012), B}71& ¢](2014) 52 =W
AT A= LNG 7H of] 235 93 SMPE A 8HA W, 29 3(2017)2 A A7k 7
2} 7] A 1A S S 0.2 Tefslo] SMP M-S BT v} ek -2
= WA R8T Hsko] LNG, WTI, A4 ' 714 5 22 2 34 5= 20 d= 71
7t a7l o) 50) S 7Hdel Gge vIAlE S A AR u Tefste
upako 2 WA e 4] A7l o] SR .o} AR S 7he] Zfolel o A2
SMP W50l 24 419] A1 widi RhA| Tk o] bete] deiAge dels o
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2 A28 B 51 0 Ak W 9 ARG W)L AaA T ol el 3o
- 3 A e4R.0] S of)
A7) el 054 0 A2 5 ook Bk M5 ao] YE o] 52 ol
& U o AL 0 R ST AARE ABT 4 3k
] QoﬂE Ao Lof| A= AEA] A (future market) 2] = <¢](Kalantzis and Milonas,
2013)0]0t 47 A28 A7} A A o] et ol 4 ol 24 8 WS e S
& 1A (Ketierer, 2014) 5 212 A4 711U Al 2519) 8k7h 744 g Aol %8
g v A QAT S| EAgh AT 27} o] Rol A s B2
201640 1912020 12872 o) /4 A A Al 2 ol
2] go} 7] Tl Wi Ao)sick

. H|O|X|Ot tHAMEH @5 gl =X HiH

o o

i

[—

=y

o] ol M= SRS 1ol o] A2k wale o] cste] Awsich. £ 40l u}
A% AP A LGN A WEA T 5= (5,555 ,)0] F014 9)
2 ul, SMP ¥4 Vi ok 4] (2)9} o] ALY,

Y = XB, +e 2)

A7) M, X = (X, Xy X, )= SMP HEAS A 3L 2.910] 7, SRlo] w2} wa}
L EAAS B, = (B, By B ) E

o] -2 00] T BARL o o]}, HIEA L ofde} 22 HekeHEo] ofa) A5t A
o) w54 Svlo] ol 515 ] 67 A1e] W54 shelo] 24

4) Zp W27t QS STk H| SRS U Bl AT A H] B4 Blole Ul 4 ae) A 28 o] 45}
o EOIH 6 o2 Hjole) A AL T2 uelol Yol LA ol ARl o2
B A SR8 ueo R S Hu 8-S Haslehs vzl o] Al AR S Sedsha et A A,
2005).
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[e]
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By, = 09 7k ghe2 AL B, | & 23] 2 e =S Aok at

A2 % (Hierarchical) AbAEEZE A}-83}c},

D}X]UPOEG%‘: 01:/\ o]: o]—Ui O]oﬂ q-]b‘]—}\]- _E_\ ‘E‘E%@QEA}‘*%E]E 9\]1‘15_

Uzt ~ [G(V0/2,50/2), P11sP12 —~ Dim'chlet(aﬂ’am) (7)

o174, 92 27l 2] Feut T esh] o] i = 1,201

H|o| X|QF HpA e 9o e Fa gt ol M=o 23S S 4= Q)
Zo] ZA st} iAol HhH 29| wjo| x| oF 1y HH(Bayesian model average)-> 11
HEL R E O AIS S g.g_, ZFA5)= g AFE-E= -9 (Marginal Likelihood)
£ Antohs I ol A Argaeo] =7 wolA|H -L]' =Rt ALE Agto] BhAso] d A4
o7 Aashy| oL ©Ho ] ZAstt}. o2 o2 LASSO+= WA E(cross-
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N

| AT Tt Hol X o WA 1y
W aka1A} Gk, AFROF AR 7L ol 4] 912 ]
u

X

F B3 (Full Conditional Distribution) 2 5-€

mi N
rlo r}L mg

ATt AR 3 (Joint Posterior Distribution) & €& <= 1t}
8.8,5 s Byys Brgp 8,000, P 1 V. X 8)
7|, I, = = eSS

o
uE 2] Atolw, P= HeetES WD FH= 2T Aot & =27t 5
[el= =

Ao g2 ==3F4 Q)

rE
offt
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!,
ox,
fo
r [¢]
=

=2 T M*—‘ L - ™
5F9IT}, =Bo 4] A5 MCMC 8] 22 @ okshd thoat Zt, 7} thA|of| that
AA Q] g Klm(2022)—é’.; 1542 vpEe)s)

MCMCHER ¢1E

0 &A: whetolE 27|13 &Y 27] 24

L9A: S55 | V. X.8,.1,, By, B 4,00, PN HWE
29A: 8,58, | Y.X.ST,,B, . B, .q,,0: PIA A

3YA L ST, | Y.X.5.6,.B) . B 4,05, PoIA AE
AA: B, By & By, B, | VXS0, 4,05, PoIA AEE

5 A qsté—qst | Y. X, 8.8,,1,B, . B, s,U PO A =

Y A 27 500099 AEL ¥ T 7152 500049 MBS AL HF,
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ARSI o] AHg3het:
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6 HA: ol &0l | Vi X.8.8,.I,.B) .. By a4, PN HET
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SMP AHE 2w
Mean 4012.1 27164 | 2046.3 125.8 51.8 58.7 48.8 | 10167.3
Max 5079.4 | 3326.3 178.6 402.2 | 3013.6 134.3 117.0 | 11806.1
Min 2787.5 | 1905.5 19.1 0.0 | 1116.1 16.4 3.3 | 8366.2
Std. Dev 564.7 356.0 20.3 97.2 369.3 23.7 23.7 731.3
SMP 1 ®¥lE =H
Mean 39432 | 2755.8 1756.6 92.1 72.0 69.0 41.8 | 9740.7
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(& 6) SMP HS4 2oe 2YZm

| Coeff. | Sid. Dev. 2.5% 97.5% Prob.

SMP A% =
Coal 0.558 0.283 -0.008 1.106 0.949
Nuclear 0.267 0.187 -0.101 0.627 0.837
LNG 0.062 0.264 -0.462 0.566 0.181
Oil -0.025 0.107 -0.247 0.174 0.149
Hydro 0.803 0.201 0.145 1.069 0.994
PV 0.233 0.121 -0.008 0.465 0.943
Wind -0.002 0.100 -0.202 0.198 0.015
Total -0.167 0.344 -0.834 0.509 0.376
AP -0.121 0.083 -0.285 0.043 0.858
APy, 0.078 0.121 -0.151 0.321 0.488
AP ye -0.054 0.074 -0.197 0.093 0.525
Forecast error -0.148 0.071 -0.287 -0.010 0.965
AFOREX -0.061 0.069 -0.195 0.078 0.626
AR(1) 0.136 0.059 0.020 0.251 0.979

SMP 11WE =
Coal 0.782 0.445 -0.083 1.649 0.920
Nuclear 0.531 0.278 -0.009 1.076 0.946
LNG -1.032 0.375 -1.756 -0.293 0.994
Oil 0.112 0.159 -0.188 0.432 0.518
Hydro -0.161 0.114 -0.365 0.087 0.845
PV 0.344 0.143 0.062 0.616 0.984
Wind -0.153 0.137 -0.432 0.114 0.740
Total 0.037 0.591 -1.107 1.180 0.050
AP, 0.025 0.088 -0.144 0.204 0.210
APy, 0.151 0.075 0.008 0.299 0.963
AP e -0.260 0.098 -0.454 -0.070 0.994
Forecast error 0.454 0.127 0.196 0.697 0.999
AFOREX 0.010 0.105 -0.190 0.218 0.075
AR(1) 0.229 0.070 0.089 0.367 0.999
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