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The knowns

Demand
The top ive global importers of hard coal 
are now China, India, Japan, South Korea 
and Taiwan. Historically, Japan, 
South Korea and Taiwan have been the 


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Germany, weigh the risks of the next Asian coal decade, including 
a special report on the potential for US coal exports to Asia.
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ive importers globally, their import 
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Japan
Despite the recent Fukushima nuclear 
disaster in Japan, the country is expected 



16% is  coal-ired. In 2010, the country 


For many years, Australia has been the 
main supplier to Japan. The March 2011 



coal-ired generation, reducing electricity 

of 39 coal-ired GW were shut down after 

Japan’s import demand by 19 million t to 

Fukushima crisis has also put a new strain 
on nuclear energy use in Japan, and 


authors’ view is that Japan’s coal imports 

Replacement Scenario”, but at a modest 


In 2012 and the following years, Japan is 


Japan over the long term, the country will 





South Korea

South Korean power generation, with the 



Japanese natural disaster and despite 


nuclear power, South Korea is expected to 


gas-ired generation will most likely 



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In the meantime, South Korea is among 
the irst major Asian importers to search 

several million tonnes of US coal for 2011 


Taiwan

coal-ired, which accounts for 41% of 



from its Japanese and South Korean 

coal-ired generation base and, as a 

substantially. For example, Tai Power 




Supply


order (though South Africa is also 

Paciic Basin).
each country are summarised briely 


Indonesia


















For instance, according to the 
Verein der Kohlenimporteure (VDKI), 









or Russia. But new lexible power plants 





sufice it to say that Indonesia remains a 




growth is developing in Sumatra. With 



signiicant future growth in coming 


Australia



third went to Japan alone.
signiicant limit to the country’s export 











Russia






30 million t went east to China, Japan, 

Figure 1. China and India drive the increase of global coal use.

Source: IEA - Statistics: Schernikau (Dissertation; 2009).  

Figure 2. Powder River Basin exports are highly sensitive to freight: exports from the 

US West Coast in 2009 with no export constraint. Note: this modal run allows the US 

to switch to gas as PRB prices escalate. 
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South Korea and Taiwan (in that order). 
The irst Russian-sourced capesize vessels 









Disruptive unknowns

Will the US disrupt Asian trade 
patterns?
The US has long been an exporter of 

exports have been more volatile, as the US 

supplier” into European markets. But 



As a result, the US has only infrequently 
sent signiicant volumes of thermal coal 
into the Paciic Basin over the last 20 years. 
But if US producers have their way, these 



US companies are now attempting to 

Powder River Basin (PRB) thermal coal out 
of US West Coast ports into Asian markets. 

Paciic Basin could be dramatically altered. 

The PRB has an abundance of cheap, 
low-sulfur coal. But the combination of 



regulations around NOx, SOx, and CO

constrain new investment in coal-ired 
plants, are creating a conluence of bearish 
factors for US domestic coal demand. In 
Q1 2011, US coal generation hit a 30 year 
low. With the US coal demand outlook 

arbitrage trade seems clear: send PRB coal 










But this potentially disruptive 


trade it irst seems. Both the logistics of 
accessing suficient port capacity and the 
economics of US coal competing against 




new entry of PRB coal into Asia. 

First, Arch and Peabody will have to 
secure new port capacity. Fred Palmer, 





similar export capacities. Several initial port 





the PRB coal’s ability to access west coast 


Second, even if the port capacity can be 
obtained, the economics of exporting PRB 



signiicant market risks. Foremost among 
them is PRB’s freight exposure compared to 

markets. Figure 2 shows the results from 
Stanford’s Global Coal Model that estimate 
the freight sensitivity of sending PRB coal 
into Guangzhou, China, showing how 

competitiveness of PRB exports (the 

conditions). In tight freight markets, PRB 


the PRB’s low cost base, the combined price 

shipping is likely decide whether PRB will 




Third, whether US exporters can 


US environmental groups are ixated on 

PRB coal imports, energy analysts 



ickle. China is an arbitrage importer, and 




PRB suppliers can compete with the other 
Asian exports to break into Japanese, 
Korean and Taiwanese markets is another 


Lastly, PRB may not be the only new 



Paciic exports. Colombian coals typically 
have a higher caloriic value (CV) than PRB 





If PRB does enter Asian markets on a 

winners and losers. Figure 3 shows how the 


PRB, demonstrating initial modeling results 
from a “PRB Exports Scenario” run in the 
Stanford Global Coal Model (this model run 

not show Korean or Taiwanese demand; full 
details available through the Stanford 
Program on Energy and Sustainable 


Capped power prices in India 
and China


India to bolster prices and proits. The 



importers (Japan is the third). China 




demand, forcing imports to ill the gap. 



But the unique structure of the power 




making it dificult if not impossible for 



signiicant impacts for coal import 
behaviour in both countries. But those 



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






(Figure 4). This is due to the fact that, 






generation margins suffered. Some were 
even negative. In such conditions, Beijing 




First, the Chinese Government 



market. Second, and crucially for the 

Beijing encourages generators near the 










irms to import, and for policy to provide 

















projects that the Indian coal deicit will 















Karnakata has led traders to “sit on their 
















Other markets













Conclusions




Figure 3. This chart shows two scenarios for PRB exports: the blue “no constraint” 

scenario assumes port capacity can meet export demand; the “proposed E-cap” 

scenario assumes 86 million t of export capacity.

Figure 4. China’s power market cannot bear the cost of coal: coal is often worth more 

than electricity in China.
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authors are conident that Asia will 










the “traditional Paciic” coal business, 


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