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Abstract: In hybrid electricity markets which consist of a competitive upstream wholesale market and a reg-
ulated downstream markets, an electricity retailer purchases electricity from generator in the whole-sale e-
lectricity market with a volatile spot price and then sells it to end consumers at a fixed regulated price. In
this article, we model the Stackelberg game between the electricity retailer and generator and then examine
their investment decisions. By capturing the auto-correlated characteristics of wind speeds and mean rever-
ting characteristics of spot price through stochastic stimulation, we find the optimal mix of renewable ener-
gy source electricity (RES-E) and convention electricity, explore the impact of spot price fluctuation and
supply uncertainty on spot price and thus improve the efficiency for RES-E promotion.
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