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Abstract 

An economic laboratory experiment is used to test the validity of Bessembinder and 

Lemmon's (2002) seminal risk premium theory. The theory predicts that forward premia 

in electricity markets are determined by the statistical properties of demand. The 

existing empirical evidence is mixed, possibly as a result of the lack of observability of 

key variables. Specifically, the experiment tests if an increase in the variance of demand 

makes the forward premia more negative for specific parameters and implementation 

details. The experimental results corroborate the theoretical predictions. 

 

Keywords: Forward Premia, Electricity Markets, Economic Experiments 

JEL codes: C92, G13, G40, L94, Q47 

 

                                                
 Senior Researcher at the Jan Evangelista Purkyně University and Researcher at CERGE-EI. Email: 

Silvester.VanKoten@ujep.cz. The paper was written as part of the project financed by UJEP-IGA-TC-

2019-45-01-2 for the project "Economic Experiments". Financial support from GACR and GEMCLINE 

for the initial parts of the research is gratefully acknowledged. I am grateful to Andreas Ortmann and 

Sebastian Schwenen for their helpful comments. Special thanks to Jan Vavra for his software support, 

especially the front-end development of the software in javascript/react. The usual disclaimer applies. 
y FSE-UJEP, University J. E. Purkyně, Moskevská 54, 400 96 Ústí nad Labem 
x CERGE-EI, a joint workplace of Charles University and the Economics Institute of the Czech Academy 

of Sciences, Politickych veznu 7, 111 21 Prague, Czech Republic. 

 


