{A Set of New Tools to Measure the Effective Value of Probabilistic Forecasts
of Continuous Variables)
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Probabilistic forecasts are increasingly recognised as essential in sectors such as
energy, finance, and meteorology. Yet their actual value for decision-making has
often been difficult to quantify. This new study provides a rigorous methodology to
measure their economic value, specifically tailored to industrial decision-making
problems characterised by piecewise linear cost functions.
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The authors introduce novel visual diagnostic tools — including the Effective Value
of Continuous forecasts (EVC) diagram and the Overall Effective Value (OEV) metric
- to show when and why probabilistic forecasts outperform deterministic ones.
These tools offer a clearer understanding of how forecasts translate into real-world
economic benefits.
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Key takeaways include:
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A methodology to rigorously quantify the economic value of probabilistic forecasts

for continuous variables.
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New tools such as the EVC diagram and OEV metric that demonstrate when
probabilistic forecasts bring higher value compared to deterministic approaches.
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Actionable insights for maximising the economic impact of forecasts in industrial



and energy applications.
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A step forward in bridging the gap between forecast evaluation and
decision-making practice.

TEFRNIFAL SRRE e [AERIR T EEHTR

Applied to case studies in the energy market, the methodology highlights that
probabilistic forecasts deliver more stable and higher value than deterministic
forecasts across varying market conditions.
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This new approach marks an important advance in forecast evaluation, supporting
better-informed decision-making and improved integration of variable renewable
energy such as PV into power systems.
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