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Dear All,

As we continue to grapple with the deadly second wave of the COVID-19 pandemic, it has been 

heartening to see some promising signs of a turnaround that makes us hopeful for a better 

tomorrow. 

At IGX, we closed in the first anniversary our launch of our launch buoyed by interest from our 

participants, promising uptake of new features, and trade volume growth. We are pleased to share 

that we traded record volumes, touching 1,11,100 MMBtu of Gas in the month of May ‘21. 

On the global front, LNG prices have stiffened significantly on a YoY basis. In May ‘21, JKM, TTF and 

HH prices remained higher than the last 5 years’ seasonal average. JKM prices went up close to 

$ 10/MMBtu as compared to around $ 2/MMBtu in May ’20. The major reason behind the surge is 

an increase in Asian spot demand, primarily from China. HH prices went up close to $ 3/MMBtu in 

May ’21 from around $ 2.5$/MMBtu in May ’20 and TTF May ’21 prices went up close to $ 9/MMBtu, 

compared to around $ 1.7/MMBtu in May ’20.

As gas markets in India continue to evolve, transparency is absolutely crucial to the development of 

well-functioning and fair energy markets. Paolo Maffeis from PRISMA European Capacity Platform 

GmbH sheds more light on this in the Leaders Speak section later in this edition of Gas Connect. He 

shares some interesting perspective on why countries such as India with a vision for a gas-based 

economy should promote level of transparency in transport capacity access . 

Of course, there are other factors too that can help catalyse the evolution and growth of a 

sophisticated gas market in India, as Chandrakanta from the IGX team writes in the Experts Speak 

section. The articles explore various methods of gas pricing, the reasons for difference in pricing 

methodology and how it reflects the stage of development its gas market is in that region. 

We hope you find this edition of Gas Connect informative and interesting.    

With regards,

Rajesh Kumar Mediratta

CBO, IGX
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IGX BUZZ

MAY ’21 TRADE DETAILS

IGX Trade Details in MMBtu

Product Buy Bids Sell Bids Traded Volume

Daily 4,300 10,100 4,300

Weekly 6,300 1,98,100 6,300

Fortnightly 3,36,250 5,58,300 28,500

Monthly 1,56,750 87,000 72,000

Total 5,03,600 8,53,500 1,11,100

WEBINARS 

Diligentia Webinar supported by IGX

2nd City Gas Distribution Virtual Meet 2021

Key Speakers: Mr. Rajeev Mathur, President, Cairn India, Mr. E S 

Ranganathan Dir-Marketing, GAIL (India), Mr. AK Jana, CEO, IGL, 

Mr. Rajiv Sikka, CEO, IOAGPL, Mr. Akhil Mehrotra, CEO, PIL, Mr. D 

K Saraf, Ex-Chairman, PNGRB, Mr. Deepak Mehta, SVP-BD, IGX.

Participants: 45+ stakeholders across the sector

Benchmarks vs IGX Price 
(in ` per MMBtu)

Month Spot LNG 
(estimated)

Long-Term LNG 
(estimated) IGX Price

Jan ’21 ` 633 ` 556 ` 537

Feb ’21 ` 998 ` 601 ` 736

Mar ’21 ` 598 ` 673 ` 462

Apr ’21 ` 500 ` 728 ` 452

May ’21 ` 562 ` 759 ` 505

Jun ’21 ` 686 ` 784 ` 504
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 LEADERS SPEAK 

TRANSPARENCY IS KEY TO WELL-

FUNCTIONING GAS MARKETS

Paolo Maffeis, PRISMA European 

Capacity Platform GmbH

When used literally, ‘transparency’ is a 
word that describes the characteristic 
of being easy to see through [1], most 

typically in relation to liquid and other physical substances or 
materials. However, it also has a common, but more figurative 
use: to describe something undertaken in an open way, with 
clarity and clearness and no attempt to conceal. When you hear 
the word ‘transparency’ in relation to European energy markets, 
it is invariably this latter meaning that is being applied. In such 
markets, stakeholders often describe businesses and financial 
activities performed openly and in a spirit of trust, fairness and 
honesty, as being ‘transparent’. 

It is my belief that transparency is absolutely crucial to the 
development of well-functioning and fair energy markets.

If we focus our attention on European gas markets, 
transparency is critical in almost all of the business decisions 
that market participants take on a regular basis, especially when 
it comes to long-term investments. It is also crucial for gas 
pricing, National and European laws and regulations, the legal 
processes for amending them, the fundamental data for the 
utilisation of existing infrastructures, and daily energy use by the 
end consumer.

On the whole, I would assert that Europe has achieved a high 
level of transparency and this is helping the convergence of gas 
prices between European member states, as well as reducing 
the amount of inefficient or erroneous investment decisions. 
But this was not an overnight achievement; it is the result of a 
process that began in 1998 with the publication of the “Directive 
98/30/EC concerning common rules for the internal market in 
natural gas”[3] - and the work is still ongoing.

The directive cited above became a fundamental pillar of 
European regulation by introducing a legal basis for the 
liberalisation of the National gas markets and the devolvement 
of a competitive environment in Europe. It imposed that groups 
taking part in a “vertically integrated undertaking” should 
separate their activities and that regulated practices, such 
as transmission, distribution and storage of natural gas and 

LNG, should be independent from other activities within the 
supply chain. This regulatory requirement served to provide 
new investors with the requisite security and trust to enter 
the European gas markets, which in turn helped to foster 
competition.

A second step towards increasing transparency in Europe 
came in 2003 with the establishment of National Regulatory 
Authorities[4], charged with the task of developing, monitoring 
and protecting well-functioning national energy markets. This 
was followed in 2009 by the establishment of the European 
Union Agency for the Cooperation of the Energy Authorities[5] 
(ACER). The creation of National and European energy 
regulatory authorities was, and still is, an important element of 
transparency in Europe, since market participants, and energy 
stakeholders in general, are safeguarded by the assurance that 
European and National energy policies are implemented in a 
balanced, fair and non-discriminatory way. Additionally, ACER 
is responsible for supervising the consistent implementation of 
European laws and regulations across member states. While 
this may on paper appear to be a modest task, due to the strong 
dependency and interconnectivity of National markets it is 
fundamental that rules are implemented in the same ways.

Having similar rules allows gas shippers to buy and move 
natural gas between several member states without significant 
operational efforts.

Another development worth highlighting is the establishment 
in 2009 of the European Network of Transmission System 
Operators for Gas[6] (ENTSOG[7]. This association of gas 
Transmission System Operators was founded by the European 
Parliament and Council with the express mandate to develop 
“network codes” that would serve to harmonise operational and 
technical processes, guaranteeing equal treatment of all market 
participants and promoting liberalisation and competition in 
the European National markets. For example, every two years, 
ENTSOG prepares and presents to market participants and 
institutions the network development plan for the following 
decade.

Since its creation, ENTSOG and its members have been 
working hard on tasks such as finalising network codes on gas 
transmission capacity allocation mechanisms[8], the balancing 
of gas transmission networks[9], harmonising transmission 
tariff structures for gas[10] and interoperability and data 
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exchange rules[11]. All of these codes introduced specific 
and detailed procedures and rules that Transmission System 
Operators and market participants must follow, if they want 
to operate in European countries. Having these codes in place 
increases transparency, reduces inefficiencies and risks faced 
by market participants, and leads to more liquidity in European 
hubs. The results of these network codes are now tangible, 
and can be quickly identified by viewing the reduced spreads 
between the different European Hubs and Title Transfer Facility 
(TTF) trading.

Having a lower spread between historical liquid markets and 
historical illiquid markets has the tangible benefit of reducing 
the price differences between these two markets, helping create 
a more homogenous consumer base in Europe in terms of what 
people pay for their energy.

It’s necessary to mention two final important features of 
European gas markets that have also played a role in improving 
transparency: the capacity booking platforms[12] and the 
ENTSOG transparency platform.

Thanks to the introduction of capacity booking platforms in 
Europe, market participants now know when and how much 
transmission capacity will be offered and, moreover, which 
allocation mechanism will be utilised to allocate this capacity.

The ENTSOG transparency platform supports market 
participants in obtaining all of the information related to gas 
transmission capacity in European member states; the platform 
gathers all of the data that market participants need to define 
their commercial strategy for delivering natural gas to their 
customers.

Finally, Gas Exchanges now play an important role in increasing 
transparency for market participants by providing a clear, fair 
and efficient way of matching demand and supply of natural 
gas.

I believe that every country that wants an economy based on 
natural gas - such as is the case in India - should promote 
developments that will increase, step by step, the level of 
transparency in their market. Greater transparency will lead to 
more players being willing to invest in the market and, in turn, 
more players will lead to more competition and more sources 
for the supply of natural gas. And all of these elements will 
combine to create better and more reliable conditions for the 
end consumer.

[1] Source: on-line Cambridge dictionary: https://dictionary.cambridge.org/dictionary/english/transparency

[2] Source: on-line Cambridge dictionary: https://dictionary.cambridge.org/dictionary/english/transparency

[3] Source EUR-lex: https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:31998L0030&from=EN

[4] Source: https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32003L0055&from=EN

[5] Source : https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32009R0713&from=EN

[6] Source : https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32009R0715&from=EN

[7] https://www.entsog.eu/

[8] Source: https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R0459&from=EN

[9] Source: https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32014R0312&from=EN

[10] Source: https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R0460&from=EN

[11] Source: https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32015R0703&from=EN

[12] The biggest European capacity platform is PRISMA European Capacity Platform GmbH: https://platform.prisma-capacity.eu/#/start

Figure 1: Premium of monthly average wholesale day-ahead prices at selected 
hubs compared to TTF.

Source: S&P Global Platts, European Commission computations
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EXPERTS SPEAK

DOES GAS PRICING METHOD INSINUATE DEVELOPED GAS 
MARKETS? 

By Chandrakanta, Assistant Manager-BD, 
IGX

Natural gas is priced differently in different 
parts of the world. For a majority of the natural 
gas which is transported through pipelines 
(approx. 55% of total trade around the word), 
prices are either regulated, negotiated, 

or discovered under the open market mechanism. For the 
remaining portion of natural gas, which is shipped as Liquified 
Natural Gas (LNG), the cargoes are traded on a long-term 
contractual basis at prices indexed to the cost of feed gas, 
floating price in the destination market or indexed to oil or other 
energy commodities. The article explores the various methods 
of gas pricing, the reasons for difference in pricing methodology 
and how it reflects the stage of development its gas market 
is in that region. The article also explores few initiatives that 
India must take to catalyse the evolution and growth of a 
sophisticated gas market in India.  

Natural gas is the cleanest burning and fastest growing fossil 
fuel, contributing for almost one-third of total energy demand 
growth through the last decade. Gas forms a total of 23% of the 
primary energy mix around the world. This is mostly due to its 
relatively cleaner characteristics in comparison to other fossil 
fuels, like crude oil and coal. Additionally, it is an underpin to 
the rising reliance on renewable energy, as it provides a flexible 
back-up to intermittent energy supplies from solar and wind 
power generators. 

However, the nature and speed of the growth in the gas market 
assumes a greater role in meeting global energy demand and 
this depends on its price. The price of natural gas, unlike other 
internationally traded commodity markets, follows a disparate 
methodology in different parts of the world. They can be 
grouped under the following heads:

 Regulated Markets
 The gas prices in a regulated market may be set nationally 

or regionally. The state may choose to sell gas at subsidised 
prices in such regions. India, China, Middle East and Russia 
are some of the examples of regulated markets. Regulated 
markets tend to be inefficient and are an indication of partially 
developed gas markets. There is no transparency in pricing, 
no active gas markets, and little incentive for private sector 
investment in supply or infrastructure. 

 This leads to inefficient consumption of energy often resulting 
in low prices, discouraging new exploration and production, 
and ultimately may lead to gas shortages, distorted 
economics and encourage monopolistic policies by state-
owned entities.

 The Indian Gas market has traditionally been operating in 
a regulated environment, with no transparency in the gas 

pricing. 

 In 2014, the Government of India introduced its New 
Domestic Natural Gas Pricing Guidelines ,which is a weighted 
average price of four global benchmarks — US-based 
Henry Hub, Canada-based Alberta Gas, UK-based NBP, and 
Russian Gas. Prices are to be reviewed every 6 months, 
based on trailing price and volume data for the previous four 
quarters, with a lag of one quarter. It also introduced a second 
pricing formula in 2016, for discoveries in Deepwater, Ultra 
Deepwater, and High-Pressure High Temperature areas. This 
formula acts as a ceiling price and takes substitute fuels, 
such as imported fuel oil, LNG, coal, naphtha as constituents. 

 However, the revised formulas are still not a reflection of local 
supply-demand and affordability dynamics of the country. 
The prices derived are often out of sync with international 
imported LNG prices, since the formula takes historical prices 
as inputs.

 Prices Indexed to Substitutes of Energy Prices
 The pricing mythology in Central and Southern Europe, South 

Africa, and to a lesser extent, South East Asia are built around 
energy substitute prices. The reasons for this are largely 
historical. Gas production and consumption began after oil 
and coal markets were established. By linking the markets 
and ensuring the formula priced gas at an energy equivalent 
discount, gas producers could convince reluctant buyers to 
switch to gas, away from traditional fuels, such as oil and 
coal. The net effect of linking gas prices to oil products, such 
as diesel or kerosene, is that gas is usually sold at a discount 
relative to the other substitutes.

 The substitute indexed markets are relatively more developed 
with a gas grid in development, development of storage 
capacity and a functional gas market. 

 However, most gas in such markets remains priced in relation 
to other energy fuels, such as oil products, coal, or even 
electricity, explicitly linked by formula under majority long-
term contracts and does not efficiently reflect the demand 
and supply dynamics of the country.

 Oil-linked Price Markets
 The traditional LNG exporting markets which do not have 

direct access to piped natural gas of North Asia, especially 
Japan, Korea, and Taiwan, and emerging LNG markets, 
such as India and China (has piped gas import, though high 
demand leads to export of shipped LNG), follow the model 
where gas is linked to oil prices. 

 The 1973 oil shock, convinced oil importing countries, like 
Japan, to explore other fuel options. The LNG prices were 
guaranteed to be at a discount, to its substitute under a 
long-term contract to crude oil prices. This gave rise to an 
“S-curve”. The horizontal axis of the graph is the weighted 
average of the crude oil import price. In the case of Japan, 
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this is the Japan Crude Cocktail or Japan Customs Cleared 
(JCC) price, which is averaged over a period, typically three 
months. The vertical axis is the imported LNG price. The 
relative slope, or angle, of the line gives the relationship 
between oil prices and LNG prices.

 The “S-curves” put a ceiling and floor on the pricing 
mechanisms, which protects the buyer against very high oil 
prices and in return, protects the seller against very low oil 
prices. The “S-Curve” pricing methodology slowly became 
popular method of gas pricing in other Asian Countries 
importing LNG.

important role in such markets as it helps develop a highly 
traded system in which different parties can own different 
parts of the value chain – from upstream to gas processing 
to pipelines, storage, and local distribution, leading to a 
transparent and competitive pricing of all commodity and 
services. In theory, no individual supplier or buyer can control 
prices resulting in more efficient markets and lower prices

 This is the most developed gas pricing methodology and is 
characterised by large numbers of buyers and sellers largely 
competing without governmental intervention. Gas is traded 
on open exchanges, and there are established benchmark 
or hub prices where pricing information is transparent, 
readily available, and updated regularly in such markets. 
Infrastructure is openly accessible to all, and usage fees are 
either regulated or fairly priced. Despite being highly sensitive 
to demand and supply, these markets are a true reflection 
of a free market mechanism and an ultimate benchmark for 
developed gas economies. 

India’s Gas Market and Recent Developments  
India is finally moving towards a developed gas economy 
to initiate gas-to gas competition. The launch of Indian Gas 
Exchange in June ‘20 by GOI, is one such step towards creating 
a multiple buyer-seller model, with transparency in price 
discovery mechanism.

Historically, the pricing of gas in India has witnessed three 
distinct eras. Prior to 1987, it was a negotiated price broadly 
guided by replacement of alternative fuel, linkage being mainly 
with coal. In the same year, the first structured pricing order 
on cost plus basis was issued. Subsequently, with two pricing 
orders by Kelkar Committee (1991), Shankar Committee (1997) 
and finally by the government in 2005, the idea of a market-
driven price evolved. The second era in pricing could be linked 
to prices based on Production Sharing Contracts (PSC), which 
came consequently to the New Exploration and Licensing 
Policy (NELP). Prices emerging out of buyer-seller contracts for 
LNG saw the third pricing regime which was mostly oil-linked 
contracts for Asia.

For the final leap, towards a gas-to-gas competition, India 
needs to build on its liquidity and liberalisation. The main 
enablers of increasing the liquidity on exchange could be 
allocation and sale of domestic gas through exchange, 
participation of international traders on exchange and 
regulatory encouragement to large gas consumers, such as 
power and fertiliser companies to buy through exchange. The 
main enablers of liberalisation could be marked as speedy 
development of infrastructure, appointment of Transmission 
System Operator for gas market and development of a 
gas bulletin board to provide an easy, fair and accessible 
infrastructure for all.

These initiatives will go a long way in establishing a benchmark 
price in India for further gas trades and developing a gas -based 
economy as aspired. 

However, the oil-linked prices, apart from being non-reflective 
of gas demand and supply, are also inherently volatile. The 
introduction of US LNG in early 2016, which is a Gas Hub 
linked Spot pricing methodology, has further decreased the 
popularity of such long-term contracts.

 Nevertheless, the trend towards delinking oil and gas is 
established and is gaining converts and there will be fewer 
gas markets in this group in future. 

 Gas-on-gas Markets 
 The gas prices in North America, the United Kingdom, 

North-western Europe, Canada, Russia and Norway are set in 
relation to regional gas supply and demand dynamics, where 
gas competes with other gas.

 North America, United Kingdom and north-western Europe, 
have extensive pipeline and gas storage systems, with 
opportunities to both export and import gas from outside 
markets. It gives them flexibility to trade in spot and future 
contracts. Such trades make it possible for a buyer to 
purchase a defined volume of gas, to be delivered at a 
specified location on the gas grid, at a date in the future, 
and at a price established today. This sophistication allows 
the gas market to be very efficient by maximising usage of 
infrastructure and allowing both buyers and sellers to plan 
their financial future. Liquidity and liberalisation plays a very 

Fact Box : In India, a break from JCC-linked pricing occurred 
when a contract was signed between GAIL and Cheniere 
Energy (USA), for the import of 3.5 mtpa from Cheniere’s 
Sabine Pass terminal beginning in 2017, for 20 years.
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MEDIA PULSE 

NATURAL GAS TO RESOLVE CLIMATE CHANGE ISSUES - 
CERAWEEK

https://energy.economictimes.indiatimes.com/news/oil-and-gas/
ceraweek-natural-gas-can-help-solve-climate-change-industry-
reminds-policymakers/81303109

 The most important thing to continue to impress upon the 
policymakers is that natural gas can and should be a big 
part of the climate change solutions,” Michele Harradence, 
SVP and Chief Operations Officer-Gas Transmission and 
Midstream at Canadian energy firm Enbridge Inc, said at IHS 
Markit’s CERAWeek.

 She highlighted that gas has already “done a lot to reduce 
greenhouse gas emissions in North America. It is an excellent 
complement to renewable energy and provides low cost 
reliable back-up needed to support growth of renewable 
infrastructure.”

 The energy industry wants policy makers to remember that 
natural gas can and should be part of the solution in solving 
climate change, executives said at a CERAWeek conference.

IRAN-INDIA TO WORK ON A GAS PROJECT IN THE FUTURE

https://timesofindia.indiatimes.com/india/iran-wants-to-rope-in-
india-later-for-gas-project-government/articleshow/82818246.
cms

 After losing the ONGC-discovered Farzad-B gas field in the 
Persian Gulf, the government said on Thursday that Iran 
wanted India to get involved in the project at a later stage.

 Last July, Iran had decided to develop the Farzad-B gas field 
on its own and wanted to involve India appropriately at a later 
stage,” said MEA spokesperson Arindam Bagchi.

 The involvement of the Indian consortium is underway and 
we are in touch with them. The latest development is, of 
course, part of Iran’s own efforts to develop the gas field and 
our consortium is in touch with Iranian authorities,” he added.

GAS PRICES WILL REMAIN UNHINGED AT US$ 1.79 PER 
MMBTU DURING APRIL-SEPTEMBER 2021

https://www.thehansindia.com/business/domestic-natural-
gas-price-kept-unchanged-at-179-per-mmbtu-for-april-
september-679647

 The price of domestic natural gas for the period of April 1 to 
September 30 in 2021, was kept at $ 1.79 per million metric 
British thermal units (mmBtu) on a gross calorific value basis, 
according to Petroleum Planning and Analysis Cell (PPAC), an 
arm of the Ministry of Petroleum and Natural Gas.

 Whereas, the natural gas produced from difficult fields, 
like deepwater, ultra-deepwater and high-pressure high-
temperature areas, the price has been reduced to $ 3.62 per 
mmBtu from $ 4.06 per mmBtu, which was applicable for 
October 2020 to March 2021 period. 

 With Covid-19 restrictions easing and demand to recover, the 
global gas price volatility was expected to push up domestic 
prices too.
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SECTORAL CONSUMPTION OF NATURAL GAS
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INDIAN GAS SECTOR HIGHLIGHTS
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