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Abstract The deregulation of electricity markets in Europe has deeply changed the
organization of this sector. Vertically integrated generating companies have been
unbundled to create competition and to increase the competitiveness of electricity
markets. Directive 96/92/EC was issued by the European Commission to liberalize
electricity markets and to pave the way for the creation of the Internal Electricity Mar-
ket. In particular, this Directive aimed at promoting the competition in the activities
of electricity generation and wholesale through the creation of a “marketplace” and
the maximization of transparency and efficiency. Competition in European day-ahead
electricity markets has been established through auction markets where electric-
ity producers and consumers offer/bid prices and volumes. This paper suggests a
dynamic equilibrium model for a system of auction markets linked by transmission
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