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Weather derivatives are financial instruments that corporations, especially energy and utility companies, use to hedge

against risks due to adverse and unpredictable weather. In this talk, we will introduce the financial tools and some models

for pricing the weather derivatives whose underlying asset depends on the heading or cooling temperatures. We then

implement a model to predict the average temperatures and use the predicted underlying asset to estimate the prices of

a corresponding weather option. (Received September 25, 2018)
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