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Coal prices are surging ahead even as most other commodities pull back, spurred on by expectations that
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say the tax is necessary to force a coal-reliant country to move toward cleaner energies. However, the tax has = China Gets Picky
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drawn widespread criticism from the nation's huge coal industry. Australia supplies 19% of the world's thermal ) = Investing in a world of
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coal and 59% of its coking coal; these industries are worth A$18 million and A$40 million, respectively (2009 « Olaf Storbeck im Y
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numbers). With coal prices expected to keep rising for the next few years at least, Australian coal miners had big  Videointerview mit Dirk o
consolidation affect the

expansion plans. Instead, if the carbon tax goes ahead, the industry says it will have to close mines, meaning Sliwka (Uni KélIn): Uber das T

major tax and job losses for the nation. Opponents of the tax also say it will make Australia's own energy more Geheimnis der Anreize « The debt ceiling

expensive and less reliable. debate: view from
Germany

Another argument against the tax is that reducing Australia's coal output could in fact increase global carbon

. ) . . ) ) - ) - READ POPULAR ARTICLES
emissions, because power stations in China and India would simply use dirtier coal to fill the gap. Australia's

thermal coal is perhaps the best in the world, with high energy content and few impurities. Thermal coal from . Sheila Bair blames

Indonesia has only 70% of the energy value of Australian thermal coal, which means that much more coal would Geithner, Paulson and

have to be mined, processed, and shipped. Bernanke for the credit
crisis

In the context of this very current, heated debate - the Australian coalition government is set to meet this « Greece now, America

weekend to hammer out the details of the tax - a new report from the Australian Bureau of Agricultural and in due course

Resource Economics and Sciences shows that planned investments in the country's mining sector have soared to = What are the

differences between
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a record A$173.5 billion. The figure represents development plans for 94 projects, including 35 mineral projects,
35 energy projects, 20 infrastructure projects, and four processing projects. The Bureau estimates A$55.5 billion

in mining-industry expenditures in the current year alone. et A (R (68
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A fair chunk of these investments will come from coal companies, who have money to spend because the current )
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coal prices are providing record profits. Xstrata, the world's largest exporter of thermal coal, is expected to report Spain Is Not Different

an 83% gain in net income this year, according to a Bloomberg compilation of analysts' expectations. Another = Investing in a world of

good example comes from Arch Coal (N.ACI), which recently tendered a $3.4 billion offer for International Coal austerity

Group (N.ICO) aimed at creating Australia's second largest metallurgical coal producer. = QE3: A plan to stabilize
the global monetary

China is another major coal producer, but there the issue is coal shortages. The country's economy is steaming system

ahead at a 10% growth rate, and that kind of development requires a lot of steel. This year alone China is facing = All S&P sovereign
credit ratings for July

a shortfall of 56 million tonnes of metallurgical coal - the country is expected to produce 513 million tonnes, but
2011

consumption will reach 569 million tonnes. The Asian giant imported 47 million tonnes in 2010, helped by a 278%
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increase in imports from Mongolia. And even though domestic coking coal production is expected to increase by I

80 million tonnes per year by 2015, China's latest estimates predict a 100-million tonne annual shortfall in coking « Stuffing bondholders

coal by 2015. in Greece and Ireland
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It is not just coking coal that China needs. Shortfalls in thermal coal supplies are main culprit in an expected 30- being auctioned for

million kW summer power deficit. And the problem is exacerbated by the fact that the country's electricity pricing 0.000%

system has not kept up with coal price increases. Plants sell electricity to the State Grid Corp. of China (SGCC) = The Looters

at a set price, and SGCC then resells to consumers. But the set price has not kept pace with coal prices. As SLenoliticallesonomy

. . . . of the European
such, coal-fired generators lose money for every ton of coal they burn, which is not exactly an incentive to
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produce more power. Over the past three years, China's top five state-owned power generating plants have lost . The Shadow Banking

some 60 billion yuan, while SGCC posted a 40-billion yuan profit last year alone. Problem in China
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China is expecting to face its worst power shortage in years this summer. Widespread droughts, which have Eesiia e

decimated the country's hydropower capacities, are not helping. As many as 20 provinces and territories have - Goldilocks, the Crash,
already been put on power rationing, including the country's industrial heartland. Some 44 major industries in and the Perfect Fiscal
Zhejiang (a manufacturing hub near Shanghai) have been told to limit consumption or face prohibitive tariffs. The Storm

story is much the same in Guangdong, south China's manufacturing hub. And producing more coal is not an 0 CReLiE @i RS BEY:

option - the government has acknowledged that China is near its peak coal production capacity. European bank exposure

to Greece
To continue on a familiar theme, India is also facing an acute coal shortage. In April, for example, the nation = The largest European
banks by assets

= Now What?

imported 32 million tons of thermal coal against a total requirement of 36.9 million tons. At the end of March, 26 of

India's thermal power stations reported having only critical stocks of coal, including ten stations with fewer than : .
= Hoenig: Big banks are

four days' worth of fuel. On Monday the prime minister convened an emergency meeting to discuss the coal fundamentally

shortages, which are expected to total 112 million tons over the next 12 months. inconsistent with
capitalism

India has been working to address the coal void for some time now. Indian firms have been scouring the globe for
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coal assets and the effort has secured several major deals: Indian conglomerate Adani is set to buy the 25-
million-tonne-per-year coal export terminal as Abbot Point in Queensland, only a year after buying the Galilee
coal project in Australia for $2.7 billion; Indian trader Knowledge Infrastructure signed a joint venture deal with
Indonesian miner PT OSO International to develop thermal coal mines in Kalimantan; and three Indian firms are

among those shortlisted to buy Australian coal explorer Bandanna Energy, a deal expected to top $1 billion.

Coal India, which produces 80% of the country's coal, is not going to be left out of the shopping spree. A few
months ago the company set aside $1.2 billion for overseas buys, specifically in Australia, Indonesia, and the
U.S. And it has the money - net income for the first quarter totaled $931 million and full-year profits were up
13%. Shares in Coal India started trading Nov. 4 after the government raised $3.2 billion by selling a 10% stake,

in the country's largest public offering to date.

The story could go on, discussing other coal-needy countries like Japan, South Korea, Germany, and so on, but
perhaps the point has been made. Global production is maxed out with respect to existing infrastructure, so
increases from here can only occur as quickly as new mines, rail lines, and ports can be built. Coal prices have
been climbing steadily, based on real supply constraints, and most industry watchers agree that they will hold

their ground or continue to climb for the next few years.
Those countries with coal should count their blessings.

[Whether the subject is coal, nuclear, or alternative energy resources, Marin Katusa and the rest of the Casey
Research energy team dig deep to find the best power plays to invest in. Test-drive Casey Energy Report today;

it's risk-free for ninety days. Learn more hered.]

Related Posts

= Coal News: Australia's Carbon Tax Battle and How Natural Disasters Are Pushing Prices Up 26 Apr
2011

= China's coal problem 19 Apr 2011

= China Is Winning the Energy Race 5 Aug 2010

= The politics of nuclear now favour existing fossil fuel producers 16 Mar 2011

= China: Time to Admit To, Then Douse, Our Inflation Fire 20 May 2010
é,‘? MORE ABOUT: AUSTRALIA, CHINA, COAL, ENERGY, ENVIRONMENT, INDIA, PEAK RESOURCES, TAXES

« Can Obama cut the deficit and have job growth too?

Dollar Broadly Firmer as Greece Decision Delayed »

No Comments

Related terms and phrases:
coal demand vs coal production; demand for coal; metallurgical coal demand; coal demand; world coal

demand; world supply and demand for coal; present world price of Coking Coal;

CATEGORIES AUTHORS TOPICS

Blogs Annaly Salvos media Obama Bubble jObS
Business Casey Research Vvideo property financial
Economics Claus Vistesen history Housing government
Economy Charles Minter funny interest rates

Financial Institutions Edward Harrison ban kS erafiiel AmvEsiTTE
Forecasts Edward Hugh

Britain Greece Germany
Housing Frederick Sheehan United States Economy
Markets Guest Author Europe bankruptcy
journalism stocks credit
money investing

More John Lounsbury

News Marc Chandler

http://www.creditwritedowns.com/2011/06/coal-demand-supply.htmI[19/07/2011 3:37:19 PM]


http://www.creditwritedowns.com/category/blogs/
http://www.creditwritedowns.com/category/business/
http://www.creditwritedowns.com/category/economics/
http://www.creditwritedowns.com/category/economy/
http://www.creditwritedowns.com/category/financial-institutions/
http://www.creditwritedowns.com/category/forecasts/
http://www.creditwritedowns.com/category/housing/
http://www.creditwritedowns.com/category/markets/
http://www.creditwritedowns.com/category/more/
http://www.creditwritedowns.com/category/news/
http://www.creditwritedowns.com/author/annalysalvos/
http://www.creditwritedowns.com/author/caseyresearch/
http://www.creditwritedowns.com/author/cvistesen/
http://www.creditwritedowns.com/author/comstock/
http://www.creditwritedowns.com/author/eharrison/
http://www.creditwritedowns.com/author/ehugh/
http://www.creditwritedowns.com/author/fsheehan/
http://www.creditwritedowns.com/author/guestauthor/
http://www.creditwritedowns.com/author/jlounsbury/
http://www.creditwritedowns.com/author/mchandler/
http://www.creditwritedowns.com/tag/media/
http://www.creditwritedowns.com/tag/obama/
http://www.creditwritedowns.com/tag/bubble/
http://www.creditwritedowns.com/tag/jobs/
http://www.creditwritedowns.com/tag/video/
http://www.creditwritedowns.com/tag/property/
http://www.creditwritedowns.com/tag/financial-history/
http://www.creditwritedowns.com/tag/financial-history/
http://www.creditwritedowns.com/tag/housing/
http://www.creditwritedowns.com/tag/government/
http://www.creditwritedowns.com/tag/funny/
http://www.creditwritedowns.com/tag/interest-rates/
http://www.creditwritedowns.com/tag/banks/
http://www.creditwritedowns.com/tag/capital-investment/
http://www.creditwritedowns.com/tag/britain/
http://www.creditwritedowns.com/tag/greece/
http://www.creditwritedowns.com/tag/germany/
http://www.creditwritedowns.com/tag/united-states/
http://www.creditwritedowns.com/tag/economy/
http://www.creditwritedowns.com/tag/europe/
http://www.creditwritedowns.com/tag/bankruptcy/
http://www.creditwritedowns.com/tag/journalism/
http://www.creditwritedowns.com/tag/stocks/
http://www.creditwritedowns.com/tag/credit/
http://www.creditwritedowns.com/tag/money/
http://www.creditwritedowns.com/tag/investing/
http://www.creditwritedowns.com/tag/australia/
http://www.creditwritedowns.com/tag/china/
http://www.creditwritedowns.com/tag/coal/
http://www.creditwritedowns.com/tag/energy/
http://www.creditwritedowns.com/tag/environment/
http://www.creditwritedowns.com/tag/india/
http://www.creditwritedowns.com/tag/peak-resources/
http://www.creditwritedowns.com/tag/taxes/
http://www.creditwritedowns.com/2011/06/obama-deficit-job-growth.html
http://www.creditwritedowns.com/2011/06/dollar-firm-greece-delayed.html
http://www.caseyresearch.com/cm/middle-east-oil-crisis?ppref=CDD407XX0611D
http://www.creditwritedowns.com/2011/04/coal-news-australias-carbon-tax-battle-and-how-natural-disasters-are-pushing-prices-up.html
http://www.creditwritedowns.com/2011/04/chinas-coal-problem.html
http://www.creditwritedowns.com/2010/08/china-is-winning-the-energy-race.html
http://www.creditwritedowns.com/2011/03/the-politics-of-nuclear-now-favour-existing-fossil-fuel-producers.html
http://www.creditwritedowns.com/2010/05/china-time-to-admit-to-then-douse-our-inflation-fire.html


	creditwritedowns.com
	The World's Supply and Demand for Coal | Credit Writedowns


	wtZGVtYW5kLXN1cHBseS5odG1sAA==: 
	form1: 
	s: search...


	wtZGVtYW5kLXN1cHBseS5odG1sAA==: 
	select3: []
	wibiyaSearchQuery: Search...



