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Index Description 
 
NGX Canadian Natural Gas Index™ is a commodity index based on natural gas as traded on 
NGX.  This Canadian dollar denominated index tracks the performance of Alberta “one-month 
spot” physical market price.   
 
The index is an Excess Return index where the return reflects an investment rolling from month to 
month and not any Collateral Return, or interest return on collateral.  The initial benchmark value 
of the index was set at 1000 as of December 7, 2007.  The index is calculated on a daily basis as 
of 2:30 ET (12:30 MT).  
 
 

Constituents 
 
Underlying Contracts 
The index is based on the AECO “C” physical forward contracts which expire at the end of the 
month preceding the delivery month.   
 
The forward prices used to price and create the index are referred to as “Prompt” and “Deferred” 
contracts.  The prompt contract is the closest expiring forward contract and the deferred is the 
second nearest expiring contract.  
 
Example: 
During the month of January, the prompt contract is the February contract.  The February 
contract is rolled to the March contract such that by contract expiry (the end of January calendar), 
the prompt contract is entirely the March contract. 
 
 
Roll Period 
 
To create the underlying exposure that most closely replicates an investment in the spot physical 
natural gas market, the prompt contract month is used.  The prompt forward contract expires 
monthly and needs to be replaced by the next contract, the deferred contract.  The process of 
replacing the prompt contract with the deferred is known as the rolling process. The period that is 
chosen to roll the contracts over is known as the “Roll Period”.   
 
The length of the Roll period will be monitored by NGX to ensure the pricing mechanism best 
reflects the liquid part of the prompt and deferred month contract.  An adjustment may be made to 
shorten, lengthen, or shift the time period of the roll with communication in advance of such 
change being implemented.  (Please note NEW Holiday and Roll Calendar Effective December, 
2009) 
 
 
Contract expiry 
 
The bulk of the volume trading is in the latter part of the month but is always changing.  It is the 
intention of the roll period mechanism to roll when most liquid, although this may not always be 
achieved.  
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Contract Price 
 
Settlement Methodology-Aeco Fixed Price 
 
NGX settles our Aeco fixed price products using a physical basis mark, the daily Nymex settle for 
the corresponding month, and the CME futures FX settle at 12:30pm MST, in the following 
manner: 
 
(Nymex settle + Aeco Phys Basis settle) * CME FX futures settle/GISB conversion = Aeco fixed 
price 
 
Where: 
 

• Nymex Settle = the published settlement number for Month (X) 
• Aeco Phys Basis Settle = the mark deemed midmarket for Month (X) by NGX based on 

market conditions including current screen postings and recent trading activity, and in the 
case of an illiquid market, a market survey. 

• CME FX futures settle = the FX number used corresponds to the settlement date in the 
55 day settlement schedule.  This number is derived by taking a daily differential from the 
CME quarterly CAD/USD settlements.  For example, for gas flowing in June, the 
settlement date is July 24th.  Using the differential between the spot FX rate as of 1:00 
pm MST, and the September 2009 CME futures settle expiring on the 15th of September, 
an FX rate is assigned to each day, and the rate for July 24th is used. 

• GISB conversion - Nymex and Aeco basis are settled in MMbtu, while Aeco fixed price is 
settled in GJs, so a unit conversion is necessary.                                  
1 MMbtu=1.055056 GJs. 

  
 
 
Exclusion of Irregular Market Data 
 
NGX will have the right to exclude any market data from inclusion in the source data, which 
appears to be irregular to the then prevailing market prices, during the period of investigation of 
any such transactions.  All of such market data will be included in the source data on satisfactory 
resolution of such investigation, provided that NGX resolves such investigation prior to the 
opening of the NGX Trading System on the next day. 
 
 

Calendar 
Index Calculation 
 
The index is calculated daily, 365 days/year.   The daily index level is set as of settlement at 2:30 
ET  (12:30 MT).   
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Roll Process 
 
A modified calendar used for contract roll days which reflects both Canadian and U.S. holidays.  
A U.S. futures holiday that is not a Canadian holiday will not be included as a roll day.  This is to 
ensure adequate liquidity during the roll period.  An index level will such days as only the roll days 
are tied to this modified calendar.  The roll calendar is published on the NGX website 
(www.ngx.com).  
 
Example: Thursday November 22, 2007 is a U.S. futures holiday but not Canadian holiday.  The 
index is calculated on this day, but this day is not a part of the roll calendar.  
 
Market Disruption 
 
Should trading not be available for one or more days during the roll period, the remaining days 
will be used to roll the remainder of the prompt exposure to the deferred contract on an equal 
weighted basis.  Should extraordinary circumstances arise such that there are not enough days to 
roll the exposure in an efficient manner, the roll period may be adjusted at the discretion of the 
NGX. 
 

Index Management 
 
Changes to Methodology Guide 
 
The rules and practices for constructing the index necessarily change over time in order to reflect 
developments in the market.  NGX will endeavor to provide reasonable advance notice of any 
such changes, as well as an assessment of any expected impact on the index.  
 
 
Information Sources and Publications  
 
NGX Canadian Natural Gas Index and NGX Price Indices are published by NGX and by selected 
third party publishers.  All NGX indices are published on the NGX website at www.ngx.com.  
 
 
Contact Information 
 
Please direct any questions and or comments to:  
 
Blair McDermid 
NGX Marketing 
Suite 2330, 140 – 4th Ave. S.W. 
Calgary, Alberta 
T2P 3N3 
403-974-1718 
blair.mcdermid@ngx.com 
 
 
 

http://www.ngx.com/
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About NGX 
 
NGX is Canada's leading energy exchange and North America's largest physical clearing and 
settlement facility. Since 1994, NGX's unique market model has provided traders with one of the 
most highly liquid, secure and efficient environments available for trading and clearing natural gas 
and electricity contracts. NGX is based in Calgary and wholly owned by TSX Group, which 
collectively manages all aspects of Canada's senior and junior equity markets. 
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Disclaimer  
NGX calculates and publishes the NGX Canadian Natural Gas Index and other commodity indices as an 
information service to market participants. The indices do not constitute a recommendation to trade any 
particular security.  NGX and its affiliates do not endorse or recommend any securities identified in any 
index. Past performance is not necessarily indicative of future performance. Prior to making any investment 
decision, it is recommended that you seek advice from a qualified investment advisor.  

WHILE THE INDICES ARE BASED ON DATA BELIEVED TO BE RELIABLE, NO GUARANTEE IS MADE 
AS TO THE ACCURACY, TIMELINESS OR COMPLETENESS OF THE INDICES OR THE DATA USED IN 
THE INDICES (THE “DATA”). YOU AGREE THAT NGX AND THE PARTIES FROM WHOM NGX OBTAINS 
DATA DO NOT HAVE ANY LIABILITY FOR THE ACCURACY OR COMPLETENESS OF THE INDECES 
OR DATA OR FOR DELAYS, INTERRUPTIONS OR OMISSIONS THEREIN OR THE RESULTS TO BE 
OBTAINED FROM THE USE THEREOF. YOU FURTHER AGREE THAT NEITHER NGX NOR THE 
PARTIES FROM WHOM IT OBTAINS DATA MAKE ANY WARRANTY OR CONDITION, EITHER 
EXPRESS OR IMPLIED, AS TO THE RESULTS TO BE OBTAINED FROM THE USE OF THE INDICES 
OR DATA, OR AS TO THE MERCHANTABLE QUALITY OR FITNESS OF THE INDICES OR DATA FOR A 
PARTICULAR PURPOSE. 

In the event a data input to a published index calculation is subsequently believed to be in error, we may at 
our sole discretion declare the data error to be immaterial to the published index value, and are under no 
obligation to re-calculate an already published index value. The information in this document, including index 
construction rules, guidelines, and practices, may be changed at any time at our sole discretion. NGX does 
not undertake to advise you of changes to the information in this document. 

ALTHOUGH THE CONTENT OF THIS DOCUMENT HAS BEEN OBTAINED FROM SOURCES BELIEVED 
TO BE RELIABLE, THIS DOCUMENT COULD INCLUDE TECHNICAL OR OTHER INACCURACIES OR 
TYPOGRAPHICAL ERRORS AND IT IS PROVIDED TO YOU ON AN "AS IS" BASIS WITHOUT 
WARRANTIES OR REPRESENTATIONS OF ANY KIND. NGX, ITS AFFILIATES, LICENSORS AND 
SERVICE PROVIDERS MAKE NO REPRESENTATIONS AND DISCLAIM ALL EXPRESS AND IMPLIED 
WARRANTIES AND CONDITIONS OF ANY KIND, INCLUDING WITHOUT LIMITATION, 
REPRESENTATIONS, WARRANTIES OR CONDITIONS REGARDING ACCURACY, TIMELINESS, 
COMPLETENESS, NON-INFRINGEMENT, SATISFACTORY QUALITY, MERCHANTABILITY, 
MERCHANTABLE QUALITY OR FITNESS FOR ANY PARTICULAR PURPOSE OR THOSE ARISING BY 
LAW, STATUTE, USAGE OF TRADE, OR COURSE OF DEALING. NGX, ITS AFFILIATES, 
LICENSORS,AND SERVICE PROVIDERS ASSUME NO RESPONSIBILITY TO YOU OR ANY THIRD 
PARTY IN CONNECTION WITH THE CONTENT OF THIS DOCUMENT, INCLUDING WITH RESPECT TO 
ANY ERRORS OR OMISSIONS. 

NGX, ITS AFFILIATES, LICENSORS AND SERVICE PROVIDERS AND THEIR RESPECTIVE 
DIRECTORS, OFFICERS, EMPLOYEES, OR AGENTS SHALL NOT, UNDER ANY CIRCUMSTANCES, BE 
LIABLE FOR ANY DIRECT, CONSEQUENTIAL, INCIDENTAL, INDIRECT OR SPECIAL DAMAGES, OF 
ANY KIND, OR ANY OTHER DAMAGES WHATSOEVER, INCLUDING WITHOUT LIMITATION, THOSE 
ARISING FROM ANY DECISION MADE OR ACTION TAKEN BY YOU IN RELIANCE UPON THE 
CONTENT OF THIS DOCUMENT OR THOSE RESULTING FROM LOSS OF USE, DATA OR PROFITS, 
WHETHER RESULTING FROM THE USE OF OR INABILITY TO USE ANY CONTENT OF THIS 
DOCUMENT, OR ANY OTHER CAUSE; AND EVEN IF CAUSED BY NGX'S OR ITS AFFILIATE'S OR 
EITHER OF THEIR RESPECTIVE LICENSORS',  OR SERVICE PROVIDERS' NEGLIGENCE, AND EVEN 
IF ANY OF THEM HAS BEEN APPRISED OF THE LIKELIHOOD OF SUCH DAMAGES OCCURRING. 

THE ABOVE LIMITATIONS AND EXCLUSIONS SHALL APPLY TO YOU TO THE FULLEST EXTENT 
THAT APPLICABLE LAW PERMITS, IN ALL ACTIONS OF ANY KIND, WHETHER BASED ON 
CONTRACT, TORT (INCLUDING, WITHOUT LIMITATION, NEGLIGENCE) OR ANY OTHER LEGAL OR 
EQUITABLE THEORY. ANY CLAUSE DECLARED INVALID SHALL BE DEEMED SEVERABLE AND NOT 
AFFECT THE VALIDITY OR ENFORCEABILITY OF THE REMAINDER OF THIS DISCLAIMER. 
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Rights Granted and Restrictions on Use 

NGX grants to you a limited non-exclusive, non-transferable license to view and print this document for your 
non-commercial personal use only. Except as provided in the previous sentence, you may not use, copy, 
distribute, sell, modify, transmit, revise, reverse engineer, republish, post or create derivative works (where 
applicable) of the trade-marks, trade names, logos, information or other material or content in this document 
(referred to collectively, as the "content" ) without prior written permission from NGX. You acknowledge and 
agree that the indices, this document and its content are the property of NGX, its affiliates or their respective 
licensors or service providers and you will not acquire any rights or licenses in or to any trade-marks, 
patents, copyright or other intellectual property from this document or in its content. The indices, this 
document and its content are protected by copyright, both individually and as a collective work or 
compilation and by trade-mark law, patent law and any other applicable laws.  

© Natural Gas Exchange Inc. All rights reserved.  “NGX Canadian Natural Gas Index” is a trademark of TSX 
Inc. 
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Appendix: Index Calculation 
     
Index Price (I) Calculation 
 
The Index Price can be calculated each day based on the following formula: 
 
I = (Pprompt x Wprompt + Pdeferred  x Wdeferred ) x  RA 
 
where: 
Pprompt = Price of the Prompt contract
Wprompt = Weight of the prompt contract
Pdeferred = Price of the deferred contract
Wdeferred = Weight of the deferred contract
RA = Cumulative roll adjustment 
IG ratio = Day 1 Index to Gas ratio 
 
Non-Roll Period 
 
During the period starting from the beginning of a new trading month until the beginning of the 
Roll Period: 
 
Wprompt = 1 
Wdeferred = 0 
IG ratio = 161.746866154. Derived from a Day 1 gas price of $6.1825. (At the index start date, 
the index was equal to 1000, so 1000/Day 1 Gas Price=161.746866154 
 
Example: 
Pprompt = 6.02 
Wprompt = 1
Pdeferred = 5.9975
Wdeferred = 0
RA(5) = RA(4) 
 
So  I = (6.02x 1 + 6.36 x0) x 1.00 (RA during first month of trading will be 1.00) x IG ratio 

I = (6.02) x 1.00 x IG ratio   
I = 6.02 x 161.746866154 
I = 973.72 

 
Roll Period 
 
During the roll period: 
 
Wprompt = Wprompt(t-1) – (1 / N) 
Wdeferred = Wdeferred(t-1) + (1 / N) x (Pprompt / Pdeferred)
 
Where N = number of roll days = 8 
 
So  I = (Pprompt x Wprompt + Pdeferred x Wdeferred) x RA x IG ratio 

I = [5.91 x (.875 – .1/8)] + [6.01 x (.125 + 1/8) x (5.91/6.01)] x 1.00 x 161.746866154 
I = [4.4325 + (1.5025 x .985)] x 161.746866154 
I = 956.32 
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Post Roll Period 
 
In the period between the end of the roll period and before the beginning of the next trading 
month: 
 
Wprompt = 0
Wdeferred = 1
 
 
Cumulative Roll Adjustment (RA) 
 
The Cumulative Roll Adjustment (RA) is adjusted at the beginning of each trading month to reflect 
the cumulative impact of rolling from prompt to deferred contracts over the life of the index. This is 
necessary because typically, the price of the prompt contract is different than the price of the 
deferred contract. The RA reflects the volume adjustment that an investor would have to make in 
order to remain fully invested when rolling from one contract to the next. 
 
On the first day of a new trading month the RA is calculated: 
 
RA(t) = RA(t-1)x W(t-1) 
 
On every other day of the month, the RA is calculated: 
 
RA(t) = RA(t-1) 
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