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From Price Discovery to Risk Management:
India's Gas Market Comes of Age

#: The Hindu 4 April 2026

TH The Hindu 4 tags v

INTERVIEW ANGLE

"Natural gas derivatives linked to GIXI could transform India's energy market, but success
depends on whether CGD companies and producers actually use the hedging instruments or
continue with bilateral contracts."

& WHY IN NEWS

NSE received SEBI approval on April 1, 2026 to launch exchange-traded natural gas derivatives linked to GIXI
(Gas IndeX of India) — India’s first such instruments based on a domestic pricing benchmark operated by IGX

(Indian Gas Exchange).

THE EDITORIAL ARGUMENT

India’s approval of exchange-traded natural gas derivatives linked to a domestic benchmark is a quiet but
significant milestone in energy market maturation. If the instruments achieve liquidity, they will reduce the
price risk uncertainty that has long constrained India’s gas sector expansion. The bigger question is whether the

policy environment — especially administered gas pricing — will allow market forces to actually work.

WHY GAS PRICING HAS BEEN A PROBLEM

India’s natural gas sector suffers from a pricing paradox. While the government has moved toward market-
linked pricing for domestically produced gas (the Kirit Parikh Committee recommendations being implemented

in phases), administered prices persist for several categories:

® APM gas (from older ONGC/OIL fields): Price fixed by government Q
e Priority sector gas (fertilisers, city gas for households): Partially administered

e Spot and short-term gas: Increasingly market-determined via IGX
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This dual-pricing structure creates uncertainty: CGD companies (IGL, MGL) face market-priced gas on the spot

market but sell CNG/PNG to consumers at regulated retail prices, creating margin compression risk.

WHAT GIXI AND NSE DERIVATIVES WILL DO

Price Discovery

GIXI already provides real-time price signals from 6 regional hubs. The exchange-traded derivatives on NSE

will:
e Allow forward price discovery (what gas will cost 3-6 months ahead)

® Increase market transparency (publicly quoted prices vs. bilateral negotiation)

e Enable price benchmarking for long-term supply contracts

Risk Management

CGD companies spend billions annually on gas purchases. Without hedging tools, they absorb 100% of spot

price volatility. With futures and options:

e A CGD company can lock in gas buying costs 3-6 months forward
® ONGC and RIL can hedge their selling price against market decline

e Financial investors provide liquidity and absorb residual risk

Unlocking Infrastructure Investment

Gas pipeline and CGD infrastructure requires long-term investment decisions. Investors are more willing to
commit capital when future cash flows (dependent on gas prices) can be hedged. Exchange-traded derivatives

thus support the government’s goal of building 35,000+ km of gas pipeline infrastructure under PNGRB.

THE LIQUIDITY RISK: WILL MARKETS ACTUALLY USE IT?

The success of GIXI derivatives depends entirely on market participation. India has tried commodity derivatives
before — the NCDEX and MCX launched several commodity contracts that failed to achieve liquidity because

commercial participants (hedgers) did not participate, leaving only speculators who eventually lost interest.
For gas derivatives to succeed:

o CGD companies must hedge: Regulatory guidance or board-level risk management policies
should encourage (or mandate) hedging for CGD companies above a certain size Q
e es

® producers must participate: ONGC and RIL need policy clarity that participating in d

markets does not create regulatory complications with gas allocation policies
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;) Administered pricing reform must continue: If most gas is still priced by government fiat,

derivatives provide little value — the tail that wags the dog must be the market, not administration

INDIA'S GAS ECONOMY: THE BIGGER PICTURE

India’s natural gas consumption is approximately 66 BCM/year — well below its potential. The government’s
ambition is to raise gas’s share of the energy mix from the current ~6% to 15% by 2030. Achieving this

requires:

e Expanding CGD networks to 400+ cities (current PNGRB rollout)
e LNG import infrastructure growth (Petronet, Shell, HPCL-Mittal)

® Domestic production boost (KG Basin, CBM, shale gas — all long-term)

Functioning gas price risk management tools are a necessary enabler for this expansion.

UPSC RELEVANCE

GS Paper 3 — Economy and Environment

e Natural gas sector reforms; CGD network expansion; gas-based economy goal
e Commodity derivatives markets; price discovery; hedging

e PNGRB’s regulatory role; Kirit Parikh Committee recommendations

GS Paper 2 — Governance

e Multi-regulator coordination: SEBI (derivatives) + PNGRB (gas market)

® Energy pricing reform and subsidy rationalisation

Mains Keywords

GIXI, IGX, IEX, NSE gas derivatives, CGD network, administered pricing, price discovery, energy market
reform, PNGRB, Kirit Parikh Committee
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NSE SEBI approval: April 1, 2026 for GIXI-linked gas derivatives
GIXI: operated by IGX (wholly owned subsidiary of IEX); 6 regional hubs
IGX started: June 15, 2020 (launched by Dharmendra Pradhan)
India gas consumption: ~66 BCM/year; target: 15% energy mix share by 2030
Current gas share in India’s energy mix: ~6%

Sources: The Hindu |,
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