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Conclusions

• U.S. regional natural gas markets overall well-integrated: a large
number of long-run relationships exist between spot markets.

• With the exception of the most recent sub-period, markets become
more connected - total price spillover index increased over the
years.

• Consistent with Serletis (1997), Park et. al (2008) and Olsen (2015):
no east - west split.

Objectives:

In this study, we investigate the degree to which the law of one price
holds (integration) and determine each individual market's role in the
price discovery process:

1. Understand the time-varying market integration in the U.S. regional
natural gas markets;

2. Quantify the magnitude of information spillover between regional
markets;

3. Identify information transmitter and information receiver in the U.S.
regional natural gas markets.

Introduction:

• After 1980s, under the the Natural Gas Policy Act of 1978 (NGPA), 
the natural gas market started the deregulation process.

• One of the main goals is to promote a national efficient natural 
market through competition.

• If the deregulation is achieving its intended goal:

• Natural gas regional spot markets should be highly 
integrated;

• The law of one price should hold - difference in prices re 
transportation costs, efficient allocation of resources;

• Price in one market should react to shocks originated from 
another market.

Natural Gas Market Centers and Hubs in Relation to Major 

Natural Gas Transportation Corridors, 2009.
Results & Discussion:

Results of lags, cointegration and total connectedness 

Directional price spillover transmitted by market i to all other j
markets - Whole Sample

Directional price spillover received by market i from all other j
markets - Whole Sample 

Net directional price spillover for each market - Whole Sample


