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Dear All,

As we emerge from the festive glow in India, the celebratory mood continues. We have achieved 
yet another high–highest traded volume in a month with 10,30,150 MMBtu in October, and also the 
highest single day trade of 4,74,500 MMBtu. We also recorded the highest number of trades in the 
same period, closing 49 trades in October.

There was also promising news on the industry front with the Ministry of Petroleum and Natural Gas 
(MoPNG)/DGH launching the Special Coal Bed Methane Bid Round-2021 (SCBM-21), with 
15 CBM blocks on offer. These blocks are located in 6 states and cover an area of approximately 
8500 sq. km. 

Directorate General of Hydrocarbon (DGH), under the aegis of the MoPNG, organised an Investors’ 
Meet, along with Pre-Bid Conference on 29 October ‘21. IGX also had the opportunity to address the 
event, which was graced by senior Government officials and academia, along with senior industry 
professionals. 

For Asia’s LNG importers, 2021 has been a year of strife, with Ciaran Roe, Global Director LNG 
Pricing for S&P Global Platts, writes in an insightful piece in this edition on the downstream market 
pricing headaches which were felt by India’s LNG importers. He describes how partly or fully price-
regulated downstream prices, which co-mingle with international import prices, are causing further 
difficulties. According to Ciaran, greater market efficiency can be achieved by forging a stronger 
direct link to LNG pricing, since this provides a more reliable and consistent supply to importing 
markets.

Joachim Moxon, LNG Analyst, ICIS, also shares his expert observations on the volatile market 
outlook for India. ICIS analysts are currently warning of market tightness until at least early 2023. 
As per Joachim, this raises a number of questions regarding Indian spot buying strategies in the 
short-term, and this could have wider ramifications for India’s ambition to increase the share of gas 
in its energy mix by 2030.

We look forward to your thoughts and comments on this edition of Gas Connect.  

With Regards,

Rajesh Kumar Mediratta
MD & CEO, IGX
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IGX BUZZ

Comparison MoM FY22

 September ‘21 October ’21 % Increase

Traded Volume 
(MMBtu)

2,88,350 10,30,150 257%

No. of Trades 20 49 145%

No. of Trades 45 87 93%

IGX Trade Details in MMBtu October 2021

Product Buy Bid Sell Bid Traded Volume

Monthly 11,46,050 19,25,800 9,38,950

Fortnightly 24,750 8,23,200 20,800

Weekly 28,000 10,84,400 15,650

Daily 34,450 42,450 34,450

Weekday 17,500 10,000 10,000

Day Ahead 10,500 53,600 10,300

Total 12,61,250 39,39,450 10,30,150

1. DGH-IGX Event 

 13 October ‘21 

 Agenda: Presentation on Sale of Domestic Gas on 
Authorised Gas Exchange

 Key Speakers: Dr. Anand Gupta, ADG (Development), DGH, 
Mr. Rajesh Mediratta, CBO, IGX, Mr. Sushil Kumar Mishra, 
AVP- BD & Advocacy, IGX, Mr. Ramakrishna Pottangi, DGM 
(Marketing NG), DGH

 Participants: The meeting saw participation from 80+ 
members, including DGH officials and Domestic Gas 
producers.

2. Resonance-IGX Event

 29 October ‘21

 Agenda: Open Access in CGD & Pipeline System Round 
Table Discussion

 Key IGX Speakers: Mr. Deepak Mehta, Head-BD, IGX, 
Mr. Anuj Mathur, Manager-BD, IGX

 Participants: Key officials across the Gas Sector

KEY ACHIEVEMENTS IN OCTOBER ‘21

1. Highest single day trade: 4,74,500 MMBtu

2. Highest traded volume in a month: 10,30,150 MMBtu

3. Highest numbers of trade in a month: 49 Trades
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 LEADERS SPEAK 

INDIA’S LNG IMPORTERS FEEL 
DOWNSTREAM MARKET PRICING 
HEADACHE

- Ciaran Roe, Global Director LNG 
Pricing for S&P Global Platts

2021 has been a reverse of the previous 
year in LNG markets. 2021 has seen 

record high prices; 2020 saw record lows. 2021 has seen spot 
prices significantly costlier than the price of traditional long-
term contract formula pricing; 2020 saw spot prices half or less 
these traditional formula prices.

While there has been movement across Asia towards using spot 
LNG benchmarks for longer term contracts, traditional formulas 
still account for the majority of total imported volumes.

For Asia’s LNG importers, consequently, 2021 has been a year 
of strife rather than abundance. Many are faced with further 

difficulties due to partly or fully price-regulated downstream 
prices, which co-mingle with international import prices as well 
as oil-linked term pricing for pipeline and LNG as well.

When international spot LNG prices are below these 
downstream gas prices or long-term LNG contract formula 
pricing, the proportion of spot imports can increase 
substantially. This was seen both in 2019 and 2020. It is the 
opposite in 2021, which has therefore seen many companies 
reduce spot imports.

India is a stark example of this. The country has contracted 
LNG import supply of 24.3 million mt/year and regasification 
capacity of 42.5 million mt/year, leaving a wide gap for spot 
imports. In 2019-2020, India took advantage of the gap 
between spot and long-term contract prices, with up to 40% of 
the country’s imports either on the spot market or short-term 
strips.
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India’s LNG imports have dropped year-on-year on higher price

 2020    2021   2021 DES WIM average ($/MMBtu)In BCM

Source: PPAC, S&P Golbal Platts

Figure 1: India LNG imports

Now that the spot prices are running ahead of oil-linked gas 
or LNG prices in 2021, India’s importers are left with a mostly 
negative margin before the LNG cargo has even arrived at the 
country’s regasification terminals.

Platts West India Marker (WIM), the benchmark for LNG cargoes 
delivered into India, has averaged below onshore gas hub prices 
in the country in only three delivery months this year: April, 

May and August. Even in those months the discount was very 
narrow, meaning regasified sales could still be loss-making.

The two markets show a high degree of simple correlation at 
94% in 2021, with onshore pricing reacting to imported LNG 
pricing (which reflects delivered LNG cargoes about two months 
ahead), but not enough to allow for sustained LNG spot price 
imports. 
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Figure 2: WIM vs onshore gas pricing

Unsurprisingly, as onshore prices are likely reacting to a host of 
different pricing inputs, such as locally produced gas, both from 
conventional and unconventional, whose pricing formulas are 
themselves different. 

The outcome is more transactional difficulties for importers and 
greater commercial friction between companies. 

The rise in north Asian LNG prices and European gas prices 

meant that international suppliers had been unwilling to offer 
spot cargoes to India at a steep discount to their customers in 
Northeast Asia, or in the Atlantic region.

However, Indian importers had also been unwilling to purchase 
spot LNG cargoes that were significantly more expensive than 
oil-linked term contract cargoes, as well as some onshore, 
downstream gas contracts. 

The number of unawarded or cancelled tenders issued by 
India’s importers indicates this.

Close Date Issuer Slots/Cargoes/Location Lift/Delivery Period Results

5-Oct GSPC 1 DES Western India Oct-Nov cargo Not awarded

24-Sep IOC 1 DES Dahej 06-Nov-21 - 06-Nov-21 Awarded at approx. mid $ 26/MMBtu

15-Sep GAIL 1 FOB Cove Point 20-Jan-22 - 22-Jan-22 N/A

15-Sep GAIL 2 DES Dabhol 07-Nov-21 - 28-Dec-21 N/A 

14-Sep Torrent Power 1 DES Dahej 10-Nov-21 - 28-Dec-21 Not awarded

7-Sep GAIL 1 FOB Sabine Pass 06-Jul-22 - 15-Jul-22 Not awarded

7-Sep GAIL 1 DES India 12-Oct-21 - 13-Oct-21 Not awarded

7-Sep Petronet 1 DES India 16-Sep-21 - 30-Sep-21 Not awarded

3-Sep GAIL 1 DES Dabhol 07-Nov-21 - 13-Nov-21 Not awarded

3-Sep GAIL 1 FOB Sabine Pass 06-Sep-21 - 15-Sep-21 Not awarded
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Figure 3: India’s recent LNG tenders

So, what are the potential solutions? 

One response is to form a stronger link between international 
LNG prices and domestic gas pricing in large importing 
markets. Individually, an importing market’s downstream pricing 
only has a marginal influence on LNG cargo fundamentals, 
but the amount of LNG procured is dependent on the price 
differential between import values and downstream markets, 
so forging a link to international LNG prices would allow for 
more certainty for importers and more predictable supply for 
downstream buyers. 

Europe’s LNG importers have partly adopted this method, but 
in reverse: Europe has tended to link LNG prices to downstream 
gas hubs. But Europe competes with other markets for LNG, so 
the LNG spot import price has remained above the continent’s 
main hub, TTF, since June 2021, impeding spot imports of LNG 
and increasing the dependency on Russian piped gas.

Even Europe’s liquid hubs cannot tame the international LNG 
market, whose cargoes go to the highest available destination 
price. 

By forging a stronger direct link to LNG pricing, greater market 
efficiency can be achieved, providing more reliable and 
consistent supply to importing markets.

INDIA BRACES FOR VOLATILE MARKET 
OUTLOOK 

- Joachim Moxon, LNG Analyst, ICIS

In late September, ICIS reported that 
Indian Oil Corp (IOC) had bought a spot 
LNG cargo at around $ 26/MMBtu. This 
was about $ 10/MMBtu higher compared 

to a month earlier when the same company concluded a 
previous tender, but the price rally wasn’t over yet. By early 
October, at the time of writing, ICIS assessments for spot 
delivery to India were pushing close to $ 40/MMBtu.   

These price levels are clearly unsustainable, driven by multiple 
factors, some of which may be one-off events. But most market 
observers now agree that supply constraints are not going away 
any time soon. ICIS analysts are currently warning of market 
tightness until at least early 2023.   

This raises a number of questions regarding Indian spot buying 
strategies in the short term, and could have wider ramifications 
for India’s ambition to increase the share of gas in its energy 
mix by 2030.

Next spot buying window?

With spot prices reaching record highs at the start of the winter 
season, many Indian buyers are left wondering when to enter 
the spot market again. 

One possible scenario is a crash in prices in early 2022, with 
relatively mild temperatures leaving buyers in northeast 

Asia struggling to absorb volumes secured as part of the 
current hoarding strategy. This could be further helped by an 
increase of Russian pipeline flows to Europe, or the Norwegian 
Hammerfest LNG facility returning to service after an extended 
outage, to mention just a few potential triggers.

Last winter, spot prices crashed from the second half of 
January, setting off a flurry of Indian spot buying activity, which 
lasted until April. As long as prices ranged between $ 5/MMBtu 
and $ 8/MMBtu, Indian importers were happy to buy, but 
interest in spot purchases quickly evaporated as prices pushed 
into the double-digits. High storage volumes and a wave of new 
covid cases further contributed to the lack of buying interest. 
After a two-month hiatus, some Indian buyers nonetheless 
re-entered the market from June and several deals have since 
been concluded, indicating a limit to Indian demand flexibility, at 
least for certain buyers.   

However, it should be stressed that the 2021-2022 winter 
season could play out very differently, and there seem to be 
much deeper structural drivers behind the current price rally 
compared to last winter.  

The rally of the 2020-2021 winter was primarily driven by 
tight gas supplies to northeast Asia, while Europe was mostly 
shielded, thanks to its extensive underground gas storage 
capacity. This time around, European storage is no longer 
playing a stabilising factor. 

The next downward price cycle could therefore bottom out 
considerably higher than it did in early 2021.
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Indian price sensitivity

ICIS trade data analysis indicates that price sensitivity has 
varied between different importers in 2021, and none have been 
able to stay away from spot purchases indefinitely. 

So far this year, the most prolific spot importer has been Indian 
Oil Corp (IOC). ICIS has recorded at least 15 spot tenders in 
2021, the last six of which have been in the double digits. The 
company is the country’s largest refiner, a sector which is 
typically seen as one of the least price-sensitive. 

Nonetheless, LNG consumption by refineries is still down by 
17% year-on-year in 2021. This is despite the easing of covid-
related restrictions and a higher share of LNG versus domestic 
gas in the supply mix, indicating at least some price response. 
IOC could also see an increase in its demand in coming months, 
depending on the completion of its pipeline network in Tamil 
Nadu, which is scheduled to commission in February 2022. 

Another company increasing its spot activity in recent 
months is GAIL, which may enjoy some advantage as its spot 
procurement is primarily based on swap arrangements of its 
US offtake. GAIL could see a significant increase in demand 

from its fertiliser customers in the winter months, depending 
on the commissioning of new or revived fertiliser plants. The 
company has indicated that the four plants in question could 
increase demand by about 10 m cubic metres/day (mcm/day), 
compared to its current total sales volume of under 100 mcm/
day. However, the commissioning process has seen significant 
delays, with at least two of the plants pushed back to mid-2022.

On the more price sensitive-side stands Gujarat State 
Petroleum Corp (GSPC). It currently has some exposure to 
Asian spot prices because of indexation in a strip tender closed 
in March, but it has mostly shied away from prices above $ 10/
MMBtu. With several power producers in its customer portfolio, 
as well as small-scale industry, the company is supplier to 
a financially-constrained segment of the market which has 
traditionally resisted long-term commitments. However, there 
seems to be limited room for further demand destruction, as 
most of the switching to other fuels or lowering of production 
rates has already taken place.  

A sharp decrease in spot buying behaviour compared to in 2020 
has also been observed from Bharat Petroleum and Reliance 
Industries. 
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Indian spot tender activity slows down for Q4 delivery
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Domestic gas to the rescue

Reduced LNG spot buying activity has also partly been made 
possible with the ramp-up of domestic gas production, which 
was up 13% year-on-year from January to August. 

This has likely reduced the overall gas price basket of Indian 
consumers, particularly in the city gas distribution (CGD) 
segment, which is highest in the gas allocation mechanism. 
This is currently the fastest growing demand sector in India, 
thanks to the build-out of new distribution grids.

However, there could be some price shocks ahead. Regulated 
domestic prices are still near all-time lows, creating headaches 
for producers. But international gas prices will start to filter in 
for the six-month period from March ‘22, and perhaps more so 
from October ‘22. 

This is because regulated prices are calculated on the basis of a 
one-year average of international benchmarks, with a three-
month lag. This means the March-to-September period is set 
according to prices through the preceding year.

The windfall in domestic gas production may also start to 
splutter out, as most of the new gas has come from eastern 
offshore fields by BP/Reliance Industries, which have already 
reached peak production.

By contrast, fields operated by ONGC have so far failed to live 
up to their promise. The company had indicated plans to ramp 
up production of its new fields to 3 mcm/day in 2021, and reach 
a peak of 15 mcm/day by 2024. Instead, ONGC offshore assets 
have only continued to decline.

Unless there is a turnaround in this trend, the Indian market 
will increasingly have to face the challenges of volatile global 
markets. 

This could make it more difficult for Indian utilities to provide 
stable and affordable energy to its growing population, while at 
the same contributing to cleaner air and lower emissions.
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MEDIA PULSE 

INDIA PLANS TO SEEK CARBON EMISSIONS DATA LINKED TO 
EACH LNG CARGO

Reuters, 28 October ‘21

https://economictimes.indiatimes.com/industry/energy/oil-gas/
india-plans-to-seek-carbon-emissions-data-linked-to-each-lng-
cargo/articleshow/87337337.cms?from=mdr

 India will seek carbon emissions data linked to each cargo of 
liquefied natural gas (LNG), its oil minister said on Thursday, 
mirroring a growing trend among top Asian buyers of the 
cleaner fuel ahead of global climate talks in Glasgow.

 India, the world’s third-biggest emitter of greenhouse gases 
after China and the United States, wants to raise the share of 
natural gas in its energy mix to 15% by 2030 from the current 
about 6%, to cut its carbon footprint.

 “The growing push for greener LNG over the past year is 
already transforming the way LNG is sold,” Hardeep Singh 
Puri said at an industry event organised by the International 
Energy Forum (IEF).

 High global energy prices are creating severe challenges for 
India, Puri said, as local fuel prices are near record highs while 
Asian spot LNG prices are about 500% higher from a year 
earlier.

 He said LNG buyers and sellers should work together to 
create “flexible and transparent markets”, which offer multiple 
commercial structures, including flexible, shorter-duration 
contracts.

LNG DEMAND TO RISE 25-50% BY 2030, FASTEST GROWING 
HYDROCARBON - MORGAN STANLEY 
Reuters, 25 October ‘21

https://www.reuters.com/article/asia-lng/lng-demand-to-rise-
25-50-by-2030-fastest-growing-hydrocarbon-morgan-stanley-
idUSL1N2RL0KO

 Demand for liquefied natural gas (LNG) is expected to rise by 
25 to 50% by 2030, making it the fastest growing hydrocarbon 
over the next decade, analysts from Morgan Stanley Research 
said.

 Morgan Stanley has raised its long-term LNG price outlook to 
$10 per million British thermal units (MMBtu), expecting spot 
prices of the super-chilled fuel to average 40% higher over the 
next decade, versus the past five years.

 Asian spot LNG prices LNG-AS hit a record above $ 56 
MMBtu earlier this month as surging demand ahead of the 
northern hemisphere winter spurred by an economic rebound 
from the pandemic outstripped supply.

 Morgan Stanley said at least 73 million tonnes per annum 
(mtpa) of new projects are needed to meet LNG demand 
by 2030. This will require an additional $ 65 billion of new 
projects, on top of the $ 200 billion of projects already under 
construction which were sanctioned since 2019.

 “This will be driven by uncertainty over medium-term demand 
along with more capital discipline from the industry, including 
diversification into greener energies,” they said.

 “We think investor sentiment towards LNG-focused 
companies is likely to increase given better prices and returns 
expectations.”

 LNG demand will outpace growth in other hydrocarbons over 
the next 10 to 15 years

 Asia, where coal makes up a high proportion of the energy 
mix, will be the key driver for LNG demand growth led by 
China and India as well as Taiwan, Thailand, Bangladesh, 
Indonesia and Malaysia, they added.

GLOBAL LNG-ASIA LNG PRICES FALL FOR SECOND WEEK ON 
BETTER SUPPLY OUTLOOK

Reuters, 29 October ‘21

https://www.reuters.com/article/global-lng-idCNL1N2RP0NJ

 India is trying to operationalise all possible coal and nuclear 
capacity to meet its soaring electricity demand, although 
24,000-GW of gas-based plants set up at investment of ₹1 
lakh crore remain either underutilised or idle.

 States are not buying gas-based power that runs on imported 
fuel as domestic gas is not available to the projects 

SHRINKING INVENTORIES AND SUPPLY WORRIES LIFT 
NATURAL GAS PRICES TO DECADE-HIGH LEVELS

ET, 29 September ‘21

https://economictimes.indiatimes.com/industry/energy/oil-gas/
shrinking-inventories-and-supply-worries-lift-natural-gas-prices-
to-decade-high-levels/articleshow/86611914.cms

 Asia liquefied natural gas (LNG) prices fell for a second 
straight week, tracking losses in European wholesale gas 
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prices after Russia’s president said Gazprom could start 
pumping gas into European storage soon, easing competition 
for Asia.

 The average LNG price for December delivery into Northeast 
Asia LNG-AS fell to $ 31 per metric million British thermal 
units (MMBtu), down $ 3.50 or about 10% from the previous 
week, industry sources said.

LNG SELLERS HOLD UPPER HAND IN LONG-TERM SUPPLY 
TALKS WITH BUYERS

Reuters, 19 October ‘21

https://www.reuters.com/article/global-lng-term/lng-sellers-
hold-upper-hand-in-long-term-supply-talks-with-buyers-
idUSL4N2RF145

 Liquefied natural gas (LNG) buyers are entering talks 
with sellers to lock in long-term contracts so they can 
avoid record-high spot prices but face rising offers amid 
tight supply forecasts, several sources familiar with the 
discussions said.

 A synchronised global recovery in industrial activity after 
easing COVID-19 movement restrictions has boosted power 
demand while supplies of power generating fuels like natural 
gas and coal have been constrained, leading to output curbs 
and blackouts in parts of Asia and Europe in recent weeks.

 Power providers have stepped up spot market purchases to 
bridge the supply gap, driving Asian spot LNG prices LNG-
AS to a record of above $ 56 per million British thermal units 
(MMBtu) earlier this month. Prices have pulled back to around 
$ 30 per MMBtu since, but remain nearly 500% up from last 
year.

 “In the face of skyrocketing spot LNG prices, buyers appear 
to be increasingly anxious about availability of winter supplies 
and fearful of even higher spot prices,” said Valery Chow, 
head of Asia gas and LNG research at Wood Mackenzie.

INDIA CONSIDERING STRATEGIC RESERVES FOR GAS

Reuters, 21 October ‘21

https://www.nasdaq.com/articles/india-considering-strategic-
reserves-for-gas-imported-coal-2021-10-21

 India is considering maintaining strategic reserves of natural 
gas to address future supply shocks, a senior power ministry 
official said.

 Alok Kumar, India’s power secretary, said countries 
increasingly meet their own needs first when there is a supply 
crunch, citing the example of Russia curtailing supplies to 
European nations because they wanted more gas locally.

 “So let us start thinking and discussing about keeping a 
strategic reserve of gas, so that economies are able to tide 
over these supply shocks for about a month or so,” Kumar 
said at the South Asia Power Summit organised by the 
Confederation of Indian Industry.

HIGH PRICES COULD SLOW INDIA’S TRANSITION TO GAS

Reuters, 20 October ‘21

https://economictimes.indiatimes.com/industry/energy/
oil-gas/high-prices-could-slow-indias-transition-to-gas/
articleshow/87165103.cms?utm_source=contentofinterest&utm_
medium=text&utm_campaign=cppst

 High prices threaten India’s goal to boost the use of gas in 
its energy mix as some industries are looking at switching 
back to coal and petcoke, a top bureaucrat in the federal oil 
ministry said.

 Prime Minister Narendra Modi has set a target to raise the 
share of natural gas in the country’s energy mix to 15% by 
2030 from about 6.2% now, to cut India’s carbon footprint.

 In the long run, India want to raise the use of renewables 
and biofuels and had turned to the use of natural gas in the 
“intermediate period” despite holding vast reserves of coal, oil 
secretary Tarun Kapoor said at the India Energy Forum.

 Liquefied natural gas (LNG) under long-term deals costs 
about $ 11-$ 12 per million British thermal units (MMBtu), 
versus more than $ 38 per MMBtu on Asia’s spot gas LNG-AS 
market currently and a record high of over $ 56 hit earlier this 
month.

 To cut its carbon footprint, India allowed some consumers to 
shift to gas. Kapoor said these industries might switch back 
to coal and petcoke due to the higher gas prices.
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