ANNUAL REPORT

AONES

FACTS AND TRENDS 2018/19

o erein der
I

“ohlenimporteure




Import Coal Market at a Glance

World
Hard Coal Production
World Hard Coal Trade
of which hard coal seaborne trade
Hard Coal Domestic Trade
Hard Coal Coke Production
Hard Coal Coke World Trade
European Union (28)
Hard Coal Production
Hard Coal Imports (incl. Domestic Trade)
Hard Coal Coke Imports
Germany
Hard Coal Use
Hard Coal Volume
of which import coal use
of which domestic hard coal production
Imports of Hard Coal and Hard Coal Coke
of which steam coal ?
of which coking coal
of which hard coal coke
Prices
Steam Coal Marker Price CIF NWE USS$/TCE
Border-crossing Price Steam Coal €/TCE
CO, emission rights (EEX EUA settlement price) EUR/EUA

Exchange rate (US$1=€....) EUR/US$

") Some figures provisional 2 Including anthracite and briquettes




AN INTRODUCTORY WORD

2019 will be remembered in the history of German energy policy as the year in which coal was phased out. Although only
a commission has made recommendations so far, there is little doubt that the German Bundestag will implement these
recommendations in principle by means of a law. As a representative of coal interests, who was not involved in the work
of a commission that primarily dealt with the problems of lignite mining areas, one does not necessarily have to accept
their recommendations. The Commission spent very little time on the specific issues of hard coal. However, there are
strong arguments in favour of an orderly exit from coal rather than a disorderly exit. Nobody knows what conclusions
another federal government would reach. And the disorderly coal phase-out currently taking place, at least for hard coal,
is also unacceptable. Hard coal-fired power plants have been shut down in recent years without it being clear who is to
take on the role of system stabilisation within the framework of the energy turnaround. Natural gas could not assume this
role.

Itis true that the recommendations of the Coal Commission also contain incentives for the construction of gas-fired power
plants. At least at this point, however, the Commission has adopted dubious recommendations from Commission experts.
For cost reasons, the highly efficient combined cycle power plants are hardly in operation as purely electricity-operated
plants, and the CHP plants are already supported within the framework of the CHP promotion. So, there is no need for
further action here. This is also not the case because these power plants can only play a limited role in system stabilisation
within the framework of heat provision. Only open-cycle gas turbines with significantly lower efficiency and gas engines
would be suitable for this purpose. With regard to their emissions, however, such recommendations are more than ques-
tionable. In addition, this would unnecessarily increase the cost of energy system transformation. Modern hard coal-fired
power plants are excellently suited for partial load and, in terms of emissions, are even more favourable than open gas
turbines. Above all, however, they are available without financial support or further investment. The construction of a new
gas-fired power plant only makes sense where, for grid-related reasons, power plant capacity is required that can no
longer be provided by existing coal-fired power plants. The Coal Importers Association therefore appeals to the members
of the German Bundestag to use the capabilities of modern and flexible coal-fired power plants to stabilize the system
and thus integrate renewable energies within the framework of the energy turnaround.

Hard coal is available worldwide at low cost. World trade in hard coal increased by 4.7 % in 2018.
Berlin, July 2019

Dr Wolfgang Cieslik Dr Franz-Josef Wodopia, Professor

- CEO - - Managing Director -
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GERMANY

General Conditions of the Overall Economy

The Annual Assessment 2018/19 issued by the Council of
Economic Experts for the assessment of overall economic
development bears the title: “On the Threshold of Setting
Important Economic Policy Signposts.” The German econ-
omy is facing huge challenges: “At the international level,
this relates above all to the uncertain future of the multilat-
eral global economic order; at the national level, it is demo-
graphic transformation.”

In the estimation of the “Wise Men of the Economy,” eco-
nomic growth in Germany is weakening. After a phase of
growth of 2.2% in 2017, the Council expects growth rates
of the real gross domestic product in Germany of 1.6% in
2018 and 1.5% in 2019.

Investments and exports continued to be a pillar of eco-
nomic developmentin 2018, but at a lower level than in the
previous years. On the other hand, growth in private con-
sumption expenditures will increase to 1.8% in 2019, and
the consumption expenditures by the government will grow
from 1.2% in 2018 to 2.0% in 2019.

The number of gainfully employed and of employees sub-
ject to social security reached a record level in 2018 and
will continue to grow in 2019. One industry after another is
reaching the limits of its capacities, and difficulties in re-
cruiting employees are appearing with ever greater fre-
quency.

Growth rates of exports and imports in 2019 will rise to
3.0% and 4.3%, respectively, over the previous year. Most
German goods were exported to member states of the EU
in 2018 just as in the past. The most important single mar-
ket, however, was once again the USA. The international

trade conflicts did not (yet) play any role. According to the
Federal Statistical Office, export business to China grew by
8.1%, although the economic growth of the world’s second-
largest economy slowed.

The current account balance surplus of the German econ-
omy has declined in relation to nominal GDP since 2015,
contradicting all the criticism of the German surplus. In
2018, its share of the GDP declined further to 7.2%, and a
decrease of 0.6 percentage point to 6.6% is expected for
2019.

On 19 March 2019, the Council of Economic Experts is-
sued a revised forecast of the assessment of the overall
economic development. Growth of the German economy
has noticeably lost momentum, and a return to a strong
economy cannot be expected at this time, in no small part
because of global risks. The economic experts now expect
no more than 0.8% growth for the current year 2019 in-
stead of the 1.5% reported above.

“In many economies, the upswing is already very ad-
vanced, and the gross domestic product has grown beyond
production potential,” states the report. The export-oriented
German industry has felt the full impact of the “noticeable
weakening of the foreign trade environment.” Emerging
countries are no longer the growth engine that they once
were.

Even though the “Wise Men of the Economy” emphasise
that the robust domestic economy in German makes a re-
cession very unlikely, the trade policy disputes and the
cooling-off of the world economy have cast a shadow over
the outlook. Internationally, the Damocles sword of the
trade policy disputes between the USA and China is not the
only threat hanging over the German economy. The no-
deal Brexit that remains possible also dampens future pro-
spects.




Key Economic Data — German Council of Economic Experts’
Assessment of Economic Development

Gross Domestic Product 2
Expenditures for Consumption
Expenditures for Private Consumption *
Expenditures for Public Consumption
Gross Installation Investments
Equipment Investments ¥
Construction Investments
Other Investments
Domestic Utilisation
Trade Balance
Exports
Imports

Current Account Balance °

%

Workforce Thousands
Employees Subject to Social Security Contributions Thousands
Persons Registered as Unemployed Thousands

Unemployment ©

Consumer Prices ’
Public Fiscal Balance ®
Per Capita Gross Domestic Product ¥

)
)

%
%
%
%

") projection of the Council of Economic Experts 2 Change over previous year. Applies to all component elements of
the GDP shown here. ¥ Including non-profit private organisations * Including military weapons systems ? In relation
to nominal GDP. ® Registered unemployed persons in relation to complete civil labour force 7 Change over previous
year. ® Regional authorities and social security in delineation of national economic total account; in relation to

nominal GDP. ¥ Own calculations; change over previous year.
Sources: Council of Economic Experts, German Federal Statistical Office
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Prior to the Hanover Trade Fair — traditionally seen as an
economic barometer — the Federation of German Indus-
tries (BDI) corrected its economic forecast as well on 30
March 2019. Instead of the previously expected growth of

1.2%, the BDI now assumes growth of no more than 0.7%
for 2019. The uncertainty caused by many unresolved con-
flicts is having an effect on order books, warned the For-
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In this sense, it would now be time to set the course for
economic policies, in no small part because of the following
backdrop: the new World Bank report “Ease of Doing Busi-
ness 2019” issued a bad report card for German economic
policies. Germany dropped four places in the ranking and
landed in 24" place, just ahead of Azerbaijan. The first
three places in this year were once again held by New Zea-
land, Singapore and Denmark. The World Bank has com-
piled a list of 11 criteria that it uses to examine the general
economic conditions in 190 countries. Focal points include
bureaucratic obstacles, the tax system, the labour market
and foreign trade.

On 30 May 2019, the Federal Employment Agency re-
ported that the weaker economy is now making itself felt
on the German labour market. For the first time since 1950,
unemployment rose slightly in the month of May by 7,000
to 2.2 million. One of the reasons for the increase is the
cooling-off of the economy. Another, however, concerns a
strong special statistical effect. Adjusted for seasonal fluc-
tuations, the number of unemployed rose by 60,000 in May.

A seasonally adjusted increase of this type happened most
recently two years ago. Unemployment remains un-
changed at 4.9%.

Situation for Energy Business in Germany

The lion’s share of primary energy consumption (PEC),
about half, goes to energy consumption for heating and re-
frigeration. That is why oil, just as in the past, remains the
primary energy source Number 1 with a share of 34.3%
while the share of natural gas is 23.7%. Renewable energy
sources at 14.0% are in third place and increased slightly
by 1.1%. Lignite coal (11.3%) and hard coal (10.0%) follow.
Nuclear energy takes a share of 6.4% — the exit from its
utilization by the year 2022 is clearly noticeable.

The fossil energy sources oil (-5.0%) and natural gas
(-1.6%) posted a decline for the first time in years, but these
effects are to a large degree a consequence of extraordi-
nary circumstances, especially the mild weather condi-
tions. The dramatic collapse in the primary energy

Primary Energy Consumption in Germany 2016 to 2018

Energy Source

QOil
Natural Gas
Hard Coal
Lignite
Nuclear Energy
Renewable Energy Sources
Electricity Exchange Balance
Other
458,6

4423

") Provisional
Source: AGEB, "Energy Consumption in Germany in 2018 — Annual Report" for 2017 and 2018
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consumption of hard coal by -11.3% in 2017 was followed
in 2018 by a decline of almost identical magnitude
of -11.2% over the previous year. The significant factors
here were the substantial increase in power generation
from renewable energy sources and the price level of the
clean spreads in power generation (including CO:2 certifi-
cate prices).

For the first time in four years, the emissions of greenhouse
gases in Germany fell significantly again. According to cal-
culations of the Federal Environmental Agency (UBA), they
amounted to 869 million tonnes, which represent a drop of
38 million tonnes (4.2%) over the previous year. The emis-
sions of greenhouse gases have now declined by 30%
since 1990.

In view of these figures, German Minister of the Environ-
ment Schulze acknowledged that more energy is being
generated from renewable energies and less coal, oil and
natural gas are being used for this purpose. After years of
stagnation, the CO2 emissions have consequently declined
significantly. This was a consequence of weather and other
special effects. Still, it is also becoming clear that “climate
protection measures such as the expansion of green
power, the exit from coal and emission trading are having
an effect.”

The importance of renewable energies at the general eco-
nomic level is substantially lower than in the electric power
sector, coming to only 14.0%. They cover no more than
one-seventh of the energy consumption in Germany.
Growing power generation from renewable energy sources
is in contrast to the modest contributions from the transport
and heating sectors.

This is also reflected in the global energy transition ranking
issued by the World Economic Forum at the end of March
2019. Assessed according to the criteria of economic effi-
ciency, sustainability and supply security, Germany takes

17" place. The fact that even Uruguay is more successful
than Germany in the transformation of the energy systems
is above all due to the poor cost-benéfit ratio. The only cri-
terion that Germany can be proud of is the high level of
supply security (fifth place).

The global energy transition ranking of the World Economic
Forum casts a shadow on Germany’s image of itself as an
ecological pioneer. In terms of the share of renewable en-
ergies, Germany at 55" place is no more than mediocre.
And this although the feed-in remuneration for power in ac-
cordance with the German Renewable Energy Act (EEG)
is at a seemingly record-breaking level. Nor does Germany
take a leading position for energy intensity, reaching no
more than 33™ place.

From the consumer’s viewpoint, the high price of electricity
is especially worrying. According to data from the World
Bank, a kilowatt-hour for households costs almost 35 eu-
rocents. While energy-intensive operations receive more
favourable conditions, commercial customers still pay an
above-average price of 29 eurocents, despite all the
breaks; in the World Economic Forum’s list, Germany is
113" out of 115 countries examined. Only Nicaragua and
Venezuela are ranked lower with respect to the price for
electricity.
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Electric Power Generation

Gross Electric Power Generation in Germany per
Energy Source

Change
Energy Source 2018/2017
Lignite
Nuclear Energy
Hard Coal
Natural Gas
Oil
Renewable Energies
Other
Total 650,5 653,7 6461 100%
Source: AGEB
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Gross Power Generation from Renewable Energy

Sources

Change
Energy Source 2018/2017
Hydroelectric Power
Wind Onshore
Wind Offshore
Biomass

Municipal Wastes (50%) 2
Photovoltaics

Geothermal Energy

189,8 216,44 226,4
29% 33% 35%

100%
Share of Renewable
Energies in Gross
Electric Power
Generation

" provisional ? Biogenic share of household wastes
Sources: AGEB, BDEW, ZSW
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While the energy transition has not yet left
any traces on the heating market and in the
transport sector, it is having a massive im-
pact on the energy mix for electric power
generation. Renewable energy sources took
over top place for gross power generation
back in 2014, and their share is now 35%
(+4.3% over the previous year).

Lignite with a share of 23% is in second
place. Hard coal’'s share has fallen to 13%.
Compared to 2017, power generation using
hard coal declined by 10.4% in 2018 and by
25.8% in comparison with 2016 — i.e. by
one-fourth in only two years! Natural gas fol-
lows with a share of 13% as well and a de-
cline by 3.9%. As in the previous year, the
share of nuclear power came to 12%.

Wind onshore provided a share of 41% of
the power generation using renewable en-
ergy sources, followed by biomass and pho-
tovoltaics at 20% each. Wind onshore grew
by 4.9% and did not develop as dynamically
as in the previous year. The growth rate for
Wind offshore at 9.0% was almost twice as
high, although still significantly lower than in
the previous year.

The share of renewable energy sources in
gross power consumption in 2018 was again
at a record level (35%), but growth has
slowed. Above all the expansion of wind en-
ergy is growing at a slower rate




According to the Fraunhofer Institute for Energy Econom-
ics and Energy System Technology, installed wind output
(onshore and offshore) increased in 2018 by about 2,700
MW to 59 GW, of which 53,304 MW was produced onshore
and 5,737 MW offshore. Additional construction in 2018 re-
mained below industry expectations.

Collective Energy Act

At the end of November 2018, the German Bundestag
passed the Collective Energy Act. The special tenders for
wind power and photovoltaics agreed in the coalition
agreement were adopted. The Collective Energy Act pro-
vides for special tenders for onshore facilities in the amount
of 4,000 MW for the years 2019 to 2021. Previously, the
Economic Committee in the Bundestag had undertaken ex-
tensive modifications encompassing more than 100 pages
in the bill introduced by the German government. The act
is intended to implement agreements from the coalition
agreement on renewable energies and on cogeneration of
heat and power (CHP).

Status of the Grid Extension Pursuant to EnLAG and
BBPIG

The projects pursuant to the Energy Transmission Line Ex-
pansion Act (EnLAG) comprise a total length of about
1,800 kilometres. About 1,200 kilometres of this length
have been approved and about 800 kilometres have been
realised. In other words, about 45% of the total length has
been realised over 40% in the previous year. The transmis-
sion grid operators expect completion of about 70% of the
EnLAG power line kilometres by the end of 2020.

The projects pursuant to the Federal Requirement Plan-
ning Act (BBPIG) comprise a total length of about 5,900
kilometres. About 600 kilometres of this length have been
approved, but only about 250 kilometres (4.2%) have been
realised as of this time. In the previous year, it was 150
kilometres (2.5%). The transmission grid operators never-
theless expect completion by 2030.

Act to Expedite the Expansion of the Power Grid (NA-
BEG)

The NABEG passed the Bundesrat on 12 April 2019. The
government’s aim in adopting this act is to expedite the (so
far sluggish) expansion of the power grid. Above all, the Act
to Expedite the Expansion of the Power Grid seeks to sim-
plify the approval process. If, for instance, an existing
power line is to be replaced by a new, more powerful line
in the same location, a second federal grid plan becomes
superfluous. Moreover, notification procedures are simpli-
fied for less extensive measures. Planning should be an-
ticipatory in nature and be more closely coordinated be-
tween the federal, state and municipal governments.

The act also provides the legal grounds for the federal gov-
ernment’s issue of a federal compensation regulation.
Higher compensation is expected to free the way for new
transmission lines. The bill contains an increase in the
compensation payments for farmers and foresters of 25%
to 35%. The regulation is effective for expansion projects
based on the Federal Consumption Plan Act and the Act
for the Expansion of Energy Transmission Lines.

In future, the curtailment of renewable energies will be per-
missible if the conventional generation of energy would
otherwise have to be curtailed manyfold. In an effort to op-
timise grid management and to lower costs for the correc-
tion of grid bottlenecks, the redispatch regulations for
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renewable energies and CHP plants on the one hand and
for conventional power plants on the other will be merged.

The Association of Local Public Utilities (VKU) sees this as
a “poor decision at an inopportune time.” Despite the on-
going talks between the Economics Ministry and operators
of transmission and distribution grids regarding future re-
dispatch regulations, a de facto situation to the detriment
of the distribution grid operators has been created.

ECJ Decision Regarding the EEG

On 28 March 2019, the ECJ ruled that the subsidisation
financed by the EEG levy in the form of feed-in rates and
market premium and the favourable rates for energy-inten-
sive companies pursuant to the EEG 2012 do not represent
state aid. In the grounds for its decision, the Court stated
that the funds generated through the EEG levy are not gov-
ernment funds. They are also not to be classified as a tax.
And the German state has neither power of disposition
over the generated funds nor control of the transmission
grid operators entrusted with the administration of these
funds. This decision will undoubtedly enhance the ac-
ceptance of the EEG because energy-intensive companies
and their charges will most likely be exempted. On the
other hand, however, an important corrective with the state
aid law is lost.

Climate Policy Targets of the German Government
and European Effort Sharing

The targets for the year 2030 are defined precisely accord-
ing to sector in the Climate Protection Plan 2050 issued in
2016. On average, the goal is a reduction of greenhouse
gases by 55% to 56% in comparison with 1990. The energy
industry (61% to 62%) and the building sector (66% to
67%) are required to make an above-average contribution
to the reduction. Industry is required to achieve a reduction
of 49% to 51% while the contributions to the reduction for

the transport sector (40% to 42%) and agriculture (31% to
34%) have been set at a below-average level.

A total of three commissions are planned for the prepara-
tion of appropriate proposals for action. As of now, solely
the “Coal Commission”, officially known as the “Commis-
sion Growth, Structural Transformation and Employment”
(hereinafter: the WSB Commission), has presented any re-
sults. This will be discussed in greater detail below.

After several months of discussion regarding the objectives
and membership of the Commission for Climate Protection
in the Building Sector, it was announced in March 2019 that
the German government would not appoint a building com-
mission. The federal government’s argument was that it al-
ready had enough experts of its own. It must be noted here
that the Building Energy Act originally scheduled for 2017
has still not been enacted. The German government will
not be released from its obligation to present solutions that
will drive forward climate protection in the building sector
simply because it has postponed or cancelled the estab-
lishment of a building commission.

While a “Transport Commission” has been set up, the re-
sponsible minister denied that it had “any common sense
at all” at the beginning. On 29 March 2019, the Working
Group 1 called “Climate Protection in Transport” of the Na-
tional Platform on the Future of Mobility presented an in-
terim report (at least) entitled “Paths to the Achievement of
the Climate Targets 2030 in the Transport Sector.” At the
end of a marathon meeting lasting until the early hours of
the morning, the Commission was still unable to reach an
agreement. According to information from the participants,
the compromises agreed as of that time still leave a gap of
between 16 million tonnes and 26 million tonnes of CO:2 by
2030, noted a report from the news agency dpa.




Federal Transport Minister Scheuer is not the only one feel-
ing the pressure of expectations. All ministries were to sub-
mit their proposals for action by the end of March 2019.

Development of Greenhouse Gas Emissions

Top producer of CO2 emissions from the generation of en-
ergy was in 2018 still oil, followed by natural gas and lignite.
Hard coal has a share of no more than 15.6% of total emis-
sions, and its emissions declined by 11.3% in comparison
with 2017.

CO, Emissions from Energy Generation in
Germany by Energy Source

CO; Emissions | Change [Emission Shares

2017 2018" | 2018/2017 | 2017 2018

Oil 34,7

Hard Coal® | 124,0 110,0 16,6

Natural Gasa) 173,7 170,0 23,2

Lignite 165,3 162,0 221

Other4) 25,7 25,0 3,4

Total 748,0 707,0 -5,5 100,0 100,0
Provisional “’ Incl. furnace and coke oven gas ~ Incl.

mine gas ? Incl. volatile emissions

Source: Schiffer, Hans-Wilhelm, “German Energy

Market 2018”, et 03/2019

HT-D5

An analysis of the development of greenhouse gas emis-
sions since 1990 reveals the need for action. While signifi-
cant success in reducing emissions was posted by industry
and manufacturing, in the heating sector and in the energy
business and agriculture, emissions in the transport sector
increased by 1.5% and in road traffic by even more (3.9%).

No decline in the emissions from the combustion of oil
products has been seen in recent years (Figure HT1). The
fact that there has nevertheless been a decline since 1990
is in particular a consequence of the fuel substitution with
natural gas in the years prior to that date. Although the
emissions from natural gas are rising, the bottom line of
this effect is a reduction in emissions. Figure HT1 also
shows that only the energy source hard coal has steadily
reduced its emissions over the entire period since 1990.

Energy-related CO2 Emissions by Energy Source
Since 1990 in Germany in Million Tonnes

400
350 —Petroleum Products
300
250 Natural Gas and
200 Mine Gas
150 —Lignite
100
50 =—Hard Coal {incl.
0 Blast Furnace Gas
1990 2000 2010 2paq 2nd Converter Gas)

Source: BMWi, energy data, last update: 14/08/2018
Figure HT1

In the political debate, German emission reduction targets
often become intermingled with European legislation on ef-
fort sharing in emission reduction (EU Effort Sharing Reg-
ulation of 2018). The “fines” for failing to meet the climate
protection targets mentioned in the political debate do in-
deed result from the fact that binding annual targets for the
reduction of greenhouse gas emissions in the periods
2013-2020 and 2021-2030 have been set for the EU
member states. These targets cover most sectors that do
not fall under the EU emissions trading system (EU ETS),
in particular the sectors transport, buildings and agricul-
ture. On average, the non-ETS sectors are required to
achieve a 10% reduction by 2020 and a 30% reduction by

EREIQDER

11

OHLENIMPORTEURE




12

2030 (both figures in comparison with 2005). The ETS sec-
tor contributes significantly more, namely, 21% by 2020
and 43% by 2030. The EU as a whole will not be able to
achieve its climate targets for 2020 and 2030 unless it
achieves the significantly higher reduction of emissions
found in the ETS sector.

If individual member states fail to meet their targets for the
non-ETS sectors, they will have to buy excess emission al-
lowances from more successful member states. Certifi-
cates from the ETS may not be used!

Emission Reduction in the Energy Sector

The emission reductions in the energy sector must be
viewed against the backdrop of the simultaneous exit from
nuclear power (Figure HT2). While emissions from lignite-
fired power generation fell significantly in the period 1990—
2000 after the reunification of the country, the continuous
decline in emissions from the use of hard coal for energy
generation began at the end of the 1990s. Taking into ac-
count the sharp reduction in emissions (not yet shown in
the graph and the BMWi energy data) from hard coal-fired
power generation in 2017 and 2018, these emissions have
been halved since 1990.

CO:2 Emissions from Power Generation in Million

Tonnes
250

200
- \\\‘\\‘\\-J//’“‘H-ﬂ\\‘//‘\nﬁ\‘
100 M\'\,\’J\

50

—Lignite

=—Hard Coal
Natural Gas

—Mineral Qil
Waste (fossil)

Other Gases

—_—

0
1990 2000 2010 2020

Source: BMWi, energy data, last update: 14/08/2018
Figure HT2

The root cause was the feed-in priority for renewable en-
ergy sources and emission trading, i.e. climate policy in-
struments that are already available and effective. If hard
coal alone were required to achieve the sector goal of a
reduction in CO2 of 61% to 62% by 2030, we would have
almost reached our goal today.

Federal Climate Protection Act (KSG)

In February 2019, the BMU [Federal Ministry for the Envi-
ronment] presented a bill for a climate protection law. The
prime objective is to meet the climate protection targets.
Moreover, responsibilities are to be clearly defined, reliabil-
ity is to be ensured for all involved parties and compensa-
tion payments are to be prevented if targets are not met.

The bill provides that all sectors will be assigned a fixed
reduction target and annual emission quantities that de-
cline every year. Every ministry is to decide on its own re-
sponsibility what measures it will propose to achieve the
necessary reductions. If the target is missed, immediate
countermeasures must be initiated.




The BMU proposes that the payments that may be im-
posed would have to be funded from the budgets of the
affected ministries. This contributed significantly to a neg-
ative stance of some representatives of the Union parlia-
mentary group. Federal Environment Minister Schulze is
seeking support for her climate protection law, which has
been rejected by the Union, by setting “a binding timetable
and clear responsibilities.” The law must be enacted this
year.

Chancellor Angela Merkel called for drastic changes: “We
can achieve our aims solely through a radical change to
electromobility or hydrogen or completely different things,”
she said in April 2019.

In a second step, the Climate Protection Act is to be sup-
plemented by an action programme. It had already been
agreed that the competent ministries will submit proposals
for climate protection measures in their respective areas.

In addition, a “climate cabinet” will be set up to prepare for
the legally binding implementation of the climate protection
targets for 2030.

In response to the disputes within the coalition — perhaps
also in response to the “Fridays for Future” demonstrations
— this proposal was implemented on 10 April 2019 inde-
pendently of the KSG. In addition to Chancellor Angela
Merkel as chairwoman of the cabinet committee,

. Federal Minister of Finance Olaf Scholz (Deputy
Chairman and Deputy Chancellor),

. Federal Minister of the Environment Svenja
Schulze (Delegated Chairwoman of the Commit-
tee),

. Federal Minister of the Interior Horst Seehofer,
Federal Minister of Economics Peter Altmaier,

Federal Minister of Agriculture Julia Klockner,
Federal Minister of Transport Andreas Scheuer,
Federal Minister Helge Braun and government
spokesman Steffen Seibert

have been appointed to the committee. The so-called cli-
mate cabinet has been tasked with the development of in-
terdepartmental measures for the complete implementa-
tion of the Climate Protection Plan 2050. It has become
clear that there is a “clear need for action” in climate pro-
tection, declared government spokesman Seibert. The fed-
eral government intends to adopt measures by the end of
the year to achieve the climate protection targets set for
2030.

On 17 July 2019, the climate cabinet will examine new as-
sessments in preparation for a discussion on CO2 pricing.
Both taxation and the extension of the scope of emission
trading will be on the agenda.

Having already interfered in the authority of the German
Bundestag through the appointment of numerous commis-
sions, the governing coalition must now not be allowed to
use the KSG to further restrict Parliament’'s democratically
legitimised ability to act. This applies in particular to the
proposed “Expert Panel on Climate Issues” (Sections 12
and 13 of the bill).

In the eyes of the energy industry, double regulation in par-
ticular, which is economically inefficient, must be avoided;
the KSG should apply exclusively to the non-ETS sector
and be designed as a law on measures to meet the targets
in the non-ETS sector.

The legal determination of greenhouse gas reduction tar-
gets (Section 3 of the bill) without a simultaneous pro-
posal for actions and for a suitable course leading to the
achievement of these targets would completely deprive the
legislative branch of its influence. Court-ordered
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enforceability of climate targets would become the rule. En-
vironmental warning associations would in future force the
fulfilment of objectives for which no suitable instruments
had been presented.

On 17 April 2019, Chancellor Merkel told the FAZ that the
energy revolution must not be allowed to divide society:
“Combining climate policy necessity with prosperity.” She
warned of the dangers of a schism arising from the change
in energy supply dividing society into winners and losers of
the energy transition.

Building modernisation offers tremendous opportunities for
climate protection. The fact that “in ten years we have not
succeeded in finding an instrument that everyone thinks is
a great way to offer tax incentives for building modernisa-
tion” is disturbing evidence of the inability of the federal
government and the German states to act.

The Climate Protection Act also concerns the question of
whether more obligations and prohibitions should be im-
posed to reduce emissions or whether a price should be
levied on all CO2 emissions.

CDU chairwoman Annegret Kramp-Karrenbauer has ex-
pressed her opinion as well in the dispute over further steps
in energy and climate policy. She noted her major concerns
in the FAZ of 6 June 2019; “We are exiting both nuclear
power and coal-fired power generation at the same time —
this is a huge experiment that no other country is attempt-
ing,” she said. The experiment could work, but it could also
fail, she added in a speech to the ifo Institute in Munich.

The president of this institute, Dr Clemens Fuest, is highly
critical of Chancellor Angela Merkel’s climate policy. Ger-
man policy is “particularly expensive” and will fall short of
the climate targets. The “planned economy approach” has
failed. The German way is anything but exemplary.

Recommendations from the Commission Growth,
Structural Change and Employment

On 26 January 2019, the WSB Commission agreed on a
final report with one dissenting vote. It makes no mention
whatsoever of hard coal's contribution to the reduction of
CO2 emissions, although hard coal has contributed the
most to reducing emissions in recent decades. All other en-
ergy sources are far away from such results.

The WSB Commission did not make any yearly recommen-
dations for capacity reductions, but only for periods of time.
During the period from 2018 to 2022, lignite-fired and hard
coal-fired power plants are to be phased out to such an
extent that the power plant capacity available to the elec-
tricity market in 2022 will be reduced to around 15 GW from
lignite and around 15 GW from hard coal. Compared to the
end of 2017, this corresponds to a decline of almost 5 GW
for lignite-fired power plants and 7.7 GW for hard coal-fired
power plants. What is more, the WSB Commission recom-
mends extensive conversion from coal to natural gas within
the grid reserve (currently 2.3 GW). This will result in a total
reduction of at least 12.5 GW. In the view of the WSB Com-
mission, these measures will by 2022 reduce CO2 emis-
sions in the energy sector by at least 45% in comparison
with 1990 levels.

In order to achieve a reduction by 61% to 62% in emissions
compared with 1990 by 2030, the WSB Commission envis-
ages a further reduction in installed capacity compared
with 2017 of 10.9 GW for lignite-fired power plants and 14.7
GW for hard coal-fired power plants during the period from
2023 to 2030. This would reduce the output of coal-fired
power plants (excluding reserves) to a maximum of 9 GW
from lignite and 8 GW from hard coal in 2030. For the pe-
riod from 2023 to 2030, this means a further decline in out-
put of 6 GW from lignite and 7 GW from hard coal.




The WSB Commission recommends the end of 2038 as
the final date for the discontinuation of coal-fired power
generation. The date could “be brought forward to 2035 at
the earliest in negotiations with the operators” if “the en-
ergy, employment and business conditions have been cre-
ated.” This opportunity and determination of how realistic
the possibility of ending coal-fired power generation actu-
ally is will be reviewed in 2032.

Comprehensive reviews will be carried out in 2023, 2026
and 2029. An “independent panel of experts” will examine
inter alia the effects on electricity prices, security of supply
and structural policy objectives and actions. Adjustments
could be made where necessary.

The WSB Commission recommends investment incentives
if “sufficient new power plant capacities” are not under con-
struction as of 2023 as a consequence of the decision to
decommission power plants. Care must be taken to ensure
that there is no “time divergence between power plant ca-
pacity requirements and completion.” The Commission
therefore recommends “measures to accelerate approval
processes for the construction of new natural gas-fired
power plants, in particular at existing coal-fired power plant
sites.”

To the extent that combined cycle power plants are meant,
their construction is to be expected solely at existing power
plant sites with coal-fired combined cycle power plants if
appropriate financial support is provided. Otherwise, addi-
tional construction of open-cycle gas turbines is all that can
be expected. Such a recommendation is not economically
optimal. Hard coal-fired power plants are the bridge solu-
tion for the energy transition that already exists and is eco-
nomical; they compensate the fluctuations in power gener-
ation from renewable energy sources. Whether the re-
quired capacity of natural gas-fired power plants will be
completed by 2023 is highly uncertain. What is certain,
however, is that this will cause additional costs that no one

would be sorry to avoid. Open-cycle gas turbines have a
lower degree of efficiency than hard coal-fired power plants
— this measure is counterproductive in terms of climate
policy. It makes the energy transition more expensive and
sparks demands from the economy for relief from these
costs. Yet the simplest path would have been to avoid this
absurd cost burden in the first place.

The recommendations of the WSB Commission focused
primarily on regional and structural policy considerations.
The important role that hard coal could have played as a
bridge solution in the context of the energy transition was
not recognised.

On 5 February 2019, Chancellor Merkel made the following
statement to the Welt about the exit from coal: “Unfortu-
nately, we still have too much lignite.” It is necessary to
think about one approach to penalise all CO2 emissions ra-
ther than attempting to achieve this goal through the use of
many different instruments. This astonishing conclusion,
one should note, was made subsequent to the recommen-
dations of the WSB Commission.

Speaking on 5 February 2019 as well, FDP chairman
Christian Lindner lamented in the Handelsblatt that “the
recommendations of the Coal Commission are pure ideol-
ogy.” He speaks of “climate nationalism.” People in India or
China would not be convinced by this approach.

RWE CEO Rolf Martin Schmitz came to a positive overall
assessment in the FOCUS issue of 23 February 2019: “I
think it is good that the Commission has found an almost
unanimous result despite many different interests because
in the energy industry we need security about future condi-
tions for years to come for our planning.”

During the decisive night session of the WSB Commission
from 25 to 26 January 2019, the Brandenburg state gov-
ernment apparently arranged an “innovation project” that
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provides in 2025 an “interim step of a reduction of 10 mil-
lion tonnes in emissions” for the energy industry. This is
evidently a project of the German Aerospace Center (DLR).

The VDKi had also proposed storage power plants (high-
temperature salt smelting) for locations of hard coal-fired
power plants. However, the work of the WSB Commission
was strongly oriented to lignite for more than just regional
political reasons. Hard coal-fired power plant sites were
largely disregarded.

In its answer to the brief parliamentary question from the
parliamentary group BUNDNIS 90/THE GREENS titled
“Implementation of the Results of the Coal Commission”
(BT-Drucksache: 19/8205) of 27 March 2019, the federal
government stated that it intended to start talks with the
operators of coal-fired power plants as soon as possible.
Initial talks with RWE and Uniper would be conducted by
the Federal Ministry of Economics and Energy. The exact
subject matter and concrete goal of the talks still had to be
agreed within the federal government.

Grid expansion is crucial for the realisation of the coal exit.
It remains to be seen whether NABEG will change anything
about the sluggish expansion of the grid.

The political prerequisite for success is ensuring a region-
ally and socially acceptable form of realisation. The “Key
Points for the Act for Structural Enhancements Coal Re-
gions” — a programme of aid for German states affected
by the coal exit — were adopted by the cabinet on 22 May
2019. Discussions continued right up to the end about ex-
tended commitments for the southern German states,
which demanded and ultimately received assurances for
the construction of natural gas-fired power plants.

All in all, the federal government will fund an “Investment
Act for Coal Regions” to the tune of €40 billion for the three
mining regions of Lusatia, Central Germany and the

Rhenish mining area, of which €14 billion will be in the form
of direct investment aid. The German states will provide
10% of the funding for the projects. The remaining €26 bil-
lion will come from federal funds earmarked above all for
the expansion of infrastructure (rail, road, digital networks).
The Bundestag and Bundesrat still have to approve the
law, which is scheduled for enactment in autumn. On the
home stretch, the regions with hard coal-fired power plants,
which had previously been more than neglected, were also
included. Five hard coal sites in NRW were also included
in the negotiation package.

Hard Coal Market

Primary energy consumption of hard coal (HT-D6) fell by
5.6 million TCE (11.2%) from 50.0 million TCE in 2017 to
44.4 million TCE in 2018. As already mentioned above, uti-
lisation by hard coal-fired power plants declined by 16.3%
in 2018. Utilisation in the steel industry declined slightly by
1.7%. Overall, there was a significant decrease of 11.2%.
Hard coal consumption (in million TCE) was covered in
2018 as shown below:

Utilisation of Hard Coal in Germany

HT-D6

The use of hard coal for electricity generation is following
a long-term downward trend, which has been exacerbated
by the strong additional construction of wind energy (which




enjoys feed-in priority) and the rise in the CO: price (Figure
HT3).

The share of domestic production in coal utilisation (HT-
D7) fell from 3.7 million TCE to 2.7 million TCE in 2018.
The scheduled adaptation and exit process in socially ac-
ceptable boundaries continued in orderly fashion until the
end of 2018. At the end of the year, the mines still in oper-
ation, Prosper-Haniel in Bottrop and the Anthrazitzeche in
Ibbenbiiren, were closed.

This marked the final page of an important chapter in Ger-
man industrial history. The contribution of import volumes
to coal utilisation in 2018 fell from 47.9 million TCE to 44.0
million TCE (-8.1%) according to statistics from the Ar-
beitsgemeinschaft Energiebilanzen (AGEB). Imports thus
contributed 94% to the secure and high-quality supplies for
the German market in 2018.

Utilisation of Hard Coal for Power Generation in
Petajoules (PJ)
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Figure HT3

Volume of Hard Coal in Germany

Change
2016 | 2017 | 2018 2018/2017

Mill. TCE

Import Coal 52,6] 47,9] 44,0 -8,1
Domestic Production 3,9 3 2,7
Total 56,5 51,6 46,7 -9,5

Source: VDKI, own calculations

HT-D7

The quantity difference between Tables D6 and D7 is ex-
plained by the fact that in the one case volume, in the other
utilisation is shown, and deviations are possible because
of stockpile movements.

The quantity difference between the volume of import coal
in Table D7 and the total imports in Table D8 is a conse-
quence of the use of different measurement units. AGEB
calculates volume in “TCE” while imports are calculated

per quality grade in “t = t".

Imports (in t=t) break down per grade as shown here.

Imports per Grade in Mill. t (t = t)

Products

Y Including anthracite and briquettes

Sources: Statistics from Kohlenwirtschaft/own calculations

HT-D8
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The share of imports of steam coal declined from 70.4% to
68.7% while the share of coking coal rose from 25.1% to
26.6%. The share of coke rose from 4.5% to 4.9%. In view
of the shrinking demand from power plants and the growing
share of coal used by the steel industry in total consump-
tion, it must be pointed out that injection coal (PCI coal),
which is statistically included in steam coal, has also
gained in importance. Unfortunately, there is no category
for injection coal in the official customs nomenclature and
so there is not one in the eight-digit DESTATIS product in-
dex, either. It is recorded primarily as steam coal, but may
also be classified as anthracite. The estimated share of
coking coal, coke and injection coal in German hard coal
consumption most likely amounts to around 40%.

The origins of the import volumes can be seen in Figure
HT4. Russia leads the list, providing 19.2 million tonnes
(41%). Russia’s exports to Germany fell slightly from 19.8
million tonnes to 19.2 million tonnes. The USA increased
from 9.1 million tonnes to 9.8 million tonnes, and Canada
rose slightly from 1.5 to 1.6 million tonnes. As in the previ-
ous year, Colombia continued to lose market share. Im-
ports declined from 6.5 million tonnes (2017) to 3.8 million
tonnes so that the contribution to the market supply de-
creased to 8%. In contrast, the USA secured a market
share of 21%. Australia’s contribution decreased from 5.6
million tonnes to 5.2 million tonnes, corresponding to a
share of 11% (same as in the previous year). Imports from
Poland collapsed as they did in the previous year and con-
tributed 4% of the supply to the German market. Deliveries
from the Republic of South Africa fell from 1.6 million
tonnes (2017) to only 1.0 million tonnes.

Russia strengthened its position as the largest steam coal
supplier, increasing to 55% in 2018 from 49% in the previ-
ous year. Colombia at 12% after 18% in the previous year
is now behind the USA (20%). South Africa follows with a
share of only 2.8%.

Hard Coal Imports to Germany, incl. Coke, by
Provenances in Million Tonnes

57.5 57.2
.o
45.2 46.7
a 5.6 5.2
9.5 .
10.9 91
. 9.8
4.3
5.7 16.7 17.9
10.6 19.8 19.2
X
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® Colombia = Russia US w»Australia ®mPoland ®RSA mOther
“Jincl. coke
**) preliminary
Figure HT4

The most important suppliers of coking coal were Australia
(5.2 million tonnes, 42% market share; previous year 43%),
the USA (3.5 million tonnes, 28% market share; previous
year 26%), Russia (1.4 million tonnes, 11% market share;
previous year 14%) and Canada (1.5 million tonnes, 12%
market share).

The lion’s share of German coke imports comes from Po-
land (66%). This is followed by the Czech Republic with a
share of 12%, the People's Republic of China with a share
of 6% and Russia with a share of 5% of the market supply.

The coal imports to Germany by country of origin are
broadly distributed across all grades. Virtually all of the
countries are politically stable.

Logistics in Germany’s seaports and in the ARA ports im-
portant for German imports were reliable and free of any
disruptions. However, there were impairments due to low
water levels. The degree to which the individual customers
were affected varied and depended on the precautions
taken for this case.




Development of Energy Prices

Prices of Selected Energy Sources Free Power Plant
in €/TCE
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Figure HT5

Figure HT5 shows the development of selected energy
sources free power plant for the last eight years. Following
a peak in 2012, heavy fuel oil posted the sharpest down-
ward trend. The price did not bottom out until 2016. In
2018, the price for heavy fuel oil rose by 25%, a stronger
increase than that of natural gas in power plants (11%) and
substantially stronger than for imported steam coal (3%).
So the natural gas price followed oil prices only at times in
2018. The price for import coal is well below the level of the
competing energy sources. The decisive factors for com-
petitiveness, however, are the margins in power generation
(see Figure HT6 below, Clean Spark Spread and Clean
Dark Spread).

Energy Prices Free Power Plant as an

Annual Average

HT-D9

The average price for the year for heavy fuel oil came to
€268/TCE (HT-D9); the natural gas price for power plants
was €227/TCE; and the border-crossing price for import
coal was €100/TCE.

Clean Spark Spread and Clean Dark Spread
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Source: IHS; Comparison new natural gas-fired power plant with old

hard coal-fired power plant; price level May 2019

Figure HT6

However, the energy price alone is not decisive for the use
of hard coal in power plants; a number of influencing fac-
tors combine, summarised in the clean dark spread and
clean spark spread, the gross margins of hard coal-fired
and gas-fired power plants that are dependent on the CO2
price and electricity price. Irrespective of the competitive
situation with natural gas, the gross profit margin for hard
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coal is far too low for profitable operation of power plants.
Figure HT6 shows that since the beginning of 2019 the
clean spark spread and the clean dark spread have fre-
quently been negative and that the clean spark spread has
been higher than the clean dark spread since March 2019.

Cross-border prices for coking coal are shown in Table HT-
D10. In 2018, the price for metallurgical coal fell from
€175/tonne (2017) to €164/tonne. World crude steel pro-
duction in 2018 rose significantly by 4.6%. This was in con-
trast to a decline of 2.1% in Germany.

Border-crossing Prices for Coking
1)

Coal in €/Tonne
2014
2015
2016
2017
2018

" Rounded-off average values for all metallurgical coal
types

Source: DESTATIS/VDKi own analysis

HT-D10

The border-crossing prices for hard coke developed as
shown below.

Border-crossing Prices for Hard Coal
Coke in €/Tonne

2014
2015

2016
2017

2018
Change over Previous Year

Source: DESTATIS/ VDKi own calculations

HT-D11

Contrary to the price trend for coking coal, coke prices rose
by an average for the year of €15/tonne (6%).

Steel Production

Crude Steel and Pig Iron Production

Change
2018/2017

Crude Steel
Pig Iron

" Provisional
Source: Steel Federation
HT-D12

Crude steel production in Germany in 2018 fell by 2.1% to
42.4 million tonnes; pig iron production decreased by 1.8%
to 27.3 million tonnes in 2018. As already mentioned, world
steel production rose by 4.6%.

According to the German Steel Federation, demand for
steel in Germany went into “reverse gear” in 2018. The
market supply of rolled steel fell by 4% on average over the
year while crude steel production fell by 2.1% as reported
above. Special factors are also likely to have contributed to
this development. Among them are the changeover of the
test procedure in the automotive industry and the low water
levels on the Rhine in the last quarter of 2018. The steel
economy remained subdued in the first quarter of 2019 as
well. According to the ifo indices, the business situation and
market sentiment diverge. While steel companies rated
their business situation as negative in March 2019 for the
first time in almost one and a half years, expectations sta-
bilized in the ifo economic test. However, companies in the
steel industry are sceptical about their short-term expecta-
tions.

Since the second half of 2018, the global steel industry has
experienced a slowdown in economic activity. The eco-
nomic outlook is associated with considerable downside
risks. According to the OECD, the structural problems in
the global steel industry will persist in the form of what have




become long-lasting overcapacities, the spread of protec-
tionist tendencies and distortions of competition as a result
of state subsidies.

From the point of view of the German steel industry, the
introduction of protective measures was a necessary step
on the part of the EU to limit the negative consequences of
the American punitive tariffs on the EU market. Goods that
no longer had access to the American market had to find a
“new home.” Against this background and in view of the still
weak economy, the German Steel Federation is critical of
the fact that the first steps towards easing the tariff quotas
are to be introduced as early as July and that the effective-
ness of the measures would thus be noticeably reduced.

On 30 May 2019, Arcelor-Mittal announced that it would
further reduce production in Europe, causing unrest in the
steel sector. Additional capacity measures are needed to
adapt European steel production to demand in terms of vol-
ume. At the Eisenhittenstadt site, production is to be re-
duced for one year. In Bremen, the shutdown of one of the
two blast furnaces scheduled for the fourth quarter is to be
extended.

Since the planned joint venture between Thyssen-Krupp's
steel division and Tata's division did not materialise,
Thyssen-Krupp intends to set up its business “fit for the fu-
ture.”
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EUROPEAN UNION

Economic Growth in Europe

The growth rate of real gross domestic product (GDP) in
the European Union (EU 28) in 2018 came to 2.0% in con-
trast to 2.4% in the previous year (2017). Economic growth
in the eurozone declined from 2.4% in 2017 to 1.9% (2018),
almost identical to that of the whole EU 28.

In Table HT-EU1, the main countries of the European Un-
ion (before a possible Brexit) are ranked according to their
share in the gross domestic product of the EU 28. Germany
is in the lead with a share of a good 21% of the gross do-
mestic product of the European Union. At 1.4%, economic
growth lagged behind that of the other member states. The
second-largest economic nation in the EU 28 is the United
Kingdom with a share of 15% of GDP. Economic develop-
ment was similar to that in Germany. For 2019, however, it
must be feared that the long-running and virtually incom-
prehensible discussion about the nature and implementa-
tion of a Brexit has not only unsettled the British economy,
but that negative influences, for example on the steel in-
dustry, are also clearly discernible.

With a share of just under 15%, France is almost on a par
with Great Britain. After below-average development in
2016, the development of France has aligned itself with
that of Germany. Taken together, Germany and France ac-
count for a good one-third of Europe's economic output,
and after a possible withdrawal of Great Britain, this figure
would rise to more than 40%.

Of the smaller to large European economies shown in Ta-
ble HT-EU1, Spain and the Netherlands showed above-av-
erage development. Their growth rates were +2.6% and
+2.7%, respectively. Development in Italy was below aver-
age (+0.9%).

Share in GDP of EU 28 and Economic

Growth in EU 19/EU 28 in %

HT-EU1

In May 2019, the EU Commission's consumer confidence
indicator increased in both the eurozone (+0.8 points) and
the EU (+1.1 points). Both indicators are well above their
respective long-term averages.

The sentiment indicator (ESI) rose by 1.2 points to 105.1 in
the eurozone in May 2019 and remained largely stable
within the EU 28 (+0.2 points to 103.8). The improvement
in sentiment in the eurozone reflects higher confidence in
industry and, to a lesser extent, in services and consumers,
while retail confidence remained almost unchanged and
cooled. Among the largest economies in the eurozone, the
ESI rose strongly in France (+4.0), significantly in Italy
(+1.7) and Spain (+1.3) and slightly in Germany (+0.4).
Only in the Netherlands (-1.3) did sentiment fall.

In contrast, the Business Climate Indicator (BCI) for the eu-
rozone declined in May 2019. The assessment by sur-
veyed managers of production and export orders worsened
as did their assessment of the order situation.




Concern about the trade dispute between the USA and
China in particular, but with the rest of the world as well, is
likely to have impacted the Business Climate Indicator. The
trade disputes have not yet had a negative impact on con-
sumer confidence and the mood in the European economy,
however.

Energy Consumption

At 2.4 billion TCE, primary energy consumption in the Eu-
ropean Union in 2017 was slightly above the previous
year's figure of 2.3 billion TCE, an increase in economic
growth from 2.0% (2016) to 2.4%. The distribution of the
individual energy sources has shifted for all energy sources
with the exception of oil (37%). Natural gas gained one per-
centage point, rising to 24%, while the share of coal de-
clined from 15% in 2016 to 14% in 2017. The share of re-
newables (excluding hydropower) rose from 8% to 10%
while the share of hydropower fell from 5% to 4%. The
share of nuclear power decreased from 12% to 11%. Hy-
dropower and renewable energies together have a share
of 14% (previous year 13%). So fossil energy sources that,
together with nuclear energy, are designated as conven-
tional energy sources have a share of 86% in the energy
supply to the European Union.

Despite all the commitments of the European Union to in-
ternational climate protection, we see virtually static devel-
opment in primary energy consumption. The share of re-
newable energy sources changed only slightly in compari-
son with the previous year. The only observed change is
the shunting aside of hard coal by another fossil energy
source, natural gas.

The structure of primary energy consumption in the Euro-
pean Union differs significantly from the structure of global
primary energy consumption. The share of coal in the EU
28 is exactly half as high as on a world scale. Nevertheless,
great efforts are being made in several countries of the

European Union and by the European Commission to re-
duce even further the share of coal. A comparison of the
European and global energy consumption, however,
makes it clear that this cannot have more than a slight im-
pact on a global scale. The share of renewable energy
sources in the EU at 10% (excluding hydropower) is signif-
icantly higher than on the world stage (4%). A further in-
crease in the use of renewable energy sources in Germany
would change little in the low single-digit global percent-
age.

Share of Coal in Primary Energy Consumption World
and EU 28 2016

World: 19.3 Bill. TCE (preliminary) EU-28: 2.4 Bill. TCE (preliminary)

Hydro Hydro
Renewable 4%
10%

%
Renewable
4%

Figure HT 7

Hard Coal Market

European hard coal production continued to be in sharp
decline in 2018, falling by 6% from 80.6 million tonnes to
75.8 million tonnes. It decreased in Germany to 2.8 million
tonnes (2018). The two mines still in operation, Prosper-
Haniel in Bottrop and the anthracite colliery in Ibbenbren,
were closed at the end of 2018. The Polish hard coal min-
ing industry has completed a restructuring of mining com-
panies and capacity adjustments in recent years. Produc-
tion in 2018 fell further from 65.5 million tonnes to 63.4 mil-
lion tonnes, a decrease by 3.2%. Production was reduced
from 5.5 million tonnes to 4.5 million tonnes in the Czech
Republic and from 2.8 million tonnes to 2.5 million tonnes
in Spain. By the end of 2018, ten coal mines had been
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closed down in Spain, which meant that almost all of the
hard coal mines that were privately owned have been
closed. A programme worth €250 million will over the next
ten years support early retirement, retraining for miners
and investment in mining regions.

West Cumbria Mining has been authorised to open a mine
that will produce 2.5 million tonnes of metallurgical coal per
year. Work will begin at the Woodhouse Colliery at the end
of 2019. It will be the first mine to be opened in Great Britain
in 30 years.

Hard Coal Production in the EU

Germany 3,8

Spain 2,8

Great Britain 3,0

Poland

Czech Republic 6,8 5,5 4,
Total 87,2 80,6 75,

Source: EURACOAL, Market Report May 2019

HT-EU2

5

Table HT-EU3 shows total hard coal volumes in the Euro-
pean Union. With declining imports and reduced coal pro-
duction, EU 28 coal production has also fallen to around
242 million tonnes.

Hard Coal Volume in the EU 28

Total - Hard Coal Volume

Source: EURACOAL, Market Report May 2019

HT-EU3

Despite the decline in imports since 2015, Germany is far
and away the largest hard coal-importing country in Europe
(Figure HT8). Great Britain had ceded second place in the
ranking of coal importing nations to Italy in 2016 and with
imports of around 10 million tonnes is no longer included in
the graph in 2018. Spain was in second place in 2017. In
this country, the quantities used fluctuate and are depend-
ent on the availability of hydroelectric power and wind en-
ergy. Poland took over second place in 2018. Imports there
are rising sharply because domestic production cannot
compete in part with hard coal from the world market. In
particular, imports from Russia have increased.

They are followed by imports from Spain, Italy, France and
the Netherlands. Demand was on the decline in these
countries. As in Germany, imports of steam coal dominate
in Poland, Spain, ltaly, France and the Netherlands.

The Seven Largest Import Countries of Steam and
Coking Coal in the EU (Million Tonnes)
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Emissions Trading

The European Emissions Trading System (ETS) is even
today the primary instrument for climate protection in the
European Union. Introduced in 2005, the ETS is a “cap and
trade system”; this means that upper limits (caps) have
been set and that the participating parties engage in trade
with one another to sell excess emission quantities or to
buy quantities to make up shortfalls. The amount of CO2
that may be emitted has been set for about 11,000 plants
in the energy business and energy-intensive industry in all
of Europe. Since special attention has been directed at the
inclusion of all coal-fired power plants in the system, the
compatibility of electric power generation using hard coal
and lignite with the targets set for European climate protec-
tion is assured.

The ETS and its effects are frequently misunderstood - de-
liberately or unintentionally. It functions on the basis of the
volume cap of the European Emission Allowances (EUA)
— completely independently of whether the certificate price
is high or low. It therefore makes no sense to claim that
price signals are inadequate when CO2 prices are low. In-
terventions in the price system are superfluous and ulti-
mately have only the effect of favouring energy sources
that are otherwise too expensive. Nevertheless, there have
for years been repeated interventions in the ETS with the
aim of achieving a politically desirable price level through
a shortage of certificate volumes (“backloading”, intro-
duced in 2014; “market stability reserve”, introduced in
2015).

On 19 March 2018, the Directive (EU) 2018/410 was pub-
lished in the Official Gazette. Beginning in 2021, the num-
ber of available certificates will be reduced by 2.2% annu-
ally, thereby reducing the number of certificates by 28% as
of 2030. In addition, the quantities that are to be allocated
to the market stability reserves (MSR) are to be doubled by
the end of 2023.

ICIS, a price information service for trade with petrochem-
ical products, energy and fertilisers headquartered in Lon-
don, conducted an analysis at the beginning of 2018; the
results indicated that the price in emission trading would
rise to €33/tonne CO: by the end of the year 2023. Subse-
quently, it would fall again to €24/tonne CO: (Figure HT9).

Figure HT9 shows the actual development. Prices of al-
most €30 per tonne of CO2 had been reached as early as
2019, and even the mark of €24 per tonne of CO2 was ex-
ceeded in 2018. This shows that the politically desired in-
crease in the CO:2 price has long since become a reality
and that natural gas as an energy source has thus gained
a price advantage.

Price for EU Emission Allowances on the Futures
Market in €/Tonne CO-
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Figure HT9

Thanks to the ETS, the European Union has already
achieved its CO: target for 2020. As early as 2017 — i.e.
before the above-mentioned interventions in the system —
the Commission reported that emissions were 22% below
1990 levels thanks to the ETS. According to Eurostat, car-
bon dioxide emissions in 2018 fell by a further 2.5% com-
pared with 2017. Germany reduced emissions at an above-
average rate (-5.4%) and thus made a solidarity
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contribution for other EU countries. Although the EU com-
mitted itself to a reduction of only one-fifth, Germany has
already achieved more than 30%. The German dispute
over compliance with climate protection targets revolves
around an unrealistic special target set by the federal gov-
ernment of 40% with a simultaneous exit from nuclear en-
ergy!

LCP BREF

Another important issue at the European level remains the
Best Available Technique (BAT) standards for large com-
bustion plants (LCP BREF). During the consultation and
decision-making process of the LCP BREF, the Commis-
sion violated, inter alia, fundamental formal requirements
and superior law.

Depending on national implementation, European lignite-
fired power plants in particular would be confronted with
difficulties. If the LCP BREF were to be translated into Ger-
man law in their present form, substantial investments
would presumably be required. The consequences would
be even more serious for Poland, where hard coal-fired
power plants as well as lignite-fired power plants would be
affected. It will surprise no one that the Polish government
has filed a suit with the European Court of Justice. EURA-
COAL, the umbrella organisation of the lignite and hard
coal industry, joined DEBRIV, the German federation of the
lignite industry, and German companies in filing a suiton 7
November 2017.

However, the action was dismissed as inadmissible.
EURACOAL then turned to the European Court of Justice.
The Commission classified this request as inadmissible.
EURACOAL is currently seeking an opportunity to respond
to the Commission's position.

Clean Energy Package

Following the approval of the EU Parliament, the EU Coun-
cil of Ministers adopted the four remaining parts of the
“Clean Energy Package” comprising eight regulations on
15 April 2019. These are the Electricity Directive and the
Electricity, ACER and Risk Prevention Regulations. Mem-
ber states must transpose the directive into national law
within 12 months of its publication in the Official Gazette.
The regulations are binding in their entirety and apply di-
rectly in every member state as of 1 January 2020. These
measures are intended to achieve the European climate
target for 2030 (40% reduction in CO2 emissions compared
with 1990).

The Electricity Directive stipulates that only power plants
that meet the ambitious CO2 emission standard of 550 g
CO2 per kWh or 350 kg CO: per installed kW may partici-
pate in capacity mechanisms. For new power plants, this
regulation will enter into force as of 2020; it will not become
effective for existing power plants until mid-2025. The
standards also apply to power plants in a strategic reserve.

Hard coal-fired power plants cannot comply with the limit
of 550 g CO2 per kWh. Open-cycle gas turbines will barely
comply with this limit if they are operated at nominal load,
but in the more realistic case of partial load operation,
open-cycle gas turbines will fail to comply with this limit as
well. The annual average limit of 350 kg CO2 per kW in-
stalled means that a conventional power plant will not be
able to operate for more than a few hundred hours.

Climate Strategy 2050

On 28 November 2018, the Commission, acting at the be-
hest of the European Parliament and the European Coun-
cil, presented its long-term strategic vision for a climate-
neutral economy for the time horizon 2050 in Katowice.
The strategy is supposed to show how Europe could move




forward on the path to climate neutrality. The transition
should be carried out in a socially just manner. The vision
for a climate-neutral future affects almost all policy areas
and should be consistent with the objectives of the Paris
Agreement.

Every economic sector in the EU should reduce its green-
house gas emissions to zero by 2050. According to a Com-
mission communication, this mission is to be achieved pri-
marily through the electrification of the entire economy.
Sixty percent of EU energy demand in 2050 would there-
fore have to be met by green electricity, 18% by nuclear
power, 4.4% by Power to X and 2% by synthetic fuels.
When fossil fuels are used for non-energy purposes, CO2
must be captured and stored (CCS). According to Commis-
sioner Cafiete, a climate-neutral economy is feasible using
today's technology. The Commission sees great employ-
ment opportunities in the required investments, but does
not quantify the job losses and growth losses that will result
from this strategy.

There must surely be grave doubts as to whether an all-
electric society is at all possible. However, the strategy is
not binding. The EU Commission wants to initiate a debate.
The new EU Commission could take this as a starting point
for the development of a more concrete strategy at the be-
ginning of 2020, however.
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WORLD ECONOMIC SITUATION

World Production and World Trade

Real Growth in Gross Domestic
Product

Change from Previous Year in %
2

OECD Countries

Eurozone (17 Countries)

Germany
France
Italy

Other OECD Countries

Great Britain
Japan
Canada
South Korea

USA
Non-OECD Countries

Brazil

PR China

India

Russia J . . J
" provisional ? Forecast

HT-W1

Real gross domestic product (GDP) worldwide grew by
3.5% in 2018. In the OECD countries, the real GDP growth
rate is 2.3%. Real growth in 2018 was 6.6% in China and
7.0% in India. According to the OECD Interim Outlook of
March 2019, India’s growth will accelerate and it will remain
the country with the strongest economic growth. China’s
growth will tend to slow down while remaining at a high
level. Italy and Japan brought up the rear of economic de-
velopment in 2018, followed by Brazil. The OECD expects

a significant recovery of the Brazilian economy in 2020
(+2.27%).

While economic growth in the eurozone will decline to
1.36% in 2020, Great Britain must steel itself for a contin-
ued slowdown in growth to 0.98%, caused to a substantial
degree by the imminent Brexit. According to the OECD In-
terim Outlook of March 2019, Japan will post growth of only
0.61% in 2020 and be dead last in global economic devel-
opment.

Avyear ago, the OECD warned that trade policy and political
uncertainties could seriously damage the world economy
and contribute to the widening gap between world regions.
In its Interim Outlook March 2019, the OECD points out that
global momentum has weakened significantly and that
growth is likely to remain below average in view of the on-
going trade disputes. Trade and investment have slowed
sharply, particularly in Europe and Asia. Business and con-
sumer confidence in economic development has weak-
ened. Financial conditions have eased as central banks
have moved toward a more flexible monetary policy. Fiscal
policy provided impetus in only a very few countries. At the
same time, low unemployment and a slight increase in
wages in the major economies continue to support in-
comes and consumption of private households. Overall,
however, the trade disputes are having a negative impact,
and global growth is expected to slow to only 3.18% this
year. Although it will rise to 3.36% in 2020, this figure is well
below the growth rates of the last three decades and in
particular of the last two years. The outlook remains glum,
and there are many risks of a downturn that cast a shadow
over the global economy.
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Figure HT10

Global trade tensions are damaging the short-term and
medium-term outlook and, in the view of the OECD, require
urgent government measures to revive growth. Less than
two years ago, the global economy expanded largely syn-
chronously, but the challenges posed by existing trade dis-
putes are jeopardising global growth because they have
increased uncertainty.

The post-World War Il globalisation process, which was
characterised by multilateral agreements and enabled ever
greater trade opening, is being called into question. Only if
thinking in terms of national advantages is replaced by joint
action can sustainable growth that benefits all regions of
the world be restored.

World Energy Consumption

According to the BP Statistical Review 2018, world energy
consumption (PEC) rose by 1.9% to 19.3 billion TCE in
2017. By contrast, PEC in the Asia-Pacific region rose by
2.9%. This region’s share in world energy consumption has
now reached 42.5%. This is as high as in North America
(20.5%), Europe (15.2%) and the CIS (6.6%) combined. In
India, PEC grew by 5.1% between 1995 and 2017, and
4.2% is expected in the time between now and 2040. For
China, there will be a significant decline in growth rates
from 5.9% (1995-2017) to 1.1% (by 2040). Globally, a de-
cline from 2.1% to 1.2% is expected for the periods men-
tioned.
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Primary Energy Consumption (PEC) in Billion TCE
— Major Energy Sources —

Change
2017/2016 _PEC 2017
0,7%  27,6%

2,7%  23,4%

1,4%  34,2%

0,8% 4,4%

0,6% 6,8%

16,8% 3,6%

Nuclear Energy
Hydroelectric Power
Renewable Energies
and Others

2[ Ta,94] 19,509

HT-W2

Development per energy source (HT-W2) shows that oil
has a share of more than one-third and is the unchallenged
leader among energy sources. In 2017, oil consumption
rose by 1.4%, and natural gas consumption rose even
more strongly, by 2.7%. Coal consumption rose slightly by
0.7%. The share of coal and the share of natural gas are
now at similar levels.

Renewable energy sources (including Miscellaneous) had
the strongest growth (+16.8%), but they started at a very
low level. Their share in the coverage of consumption
worldwide is only 3.6%. Still, the share of hydroelectric
power comes to 6.8% so that the aggregate share is a good
10%.

According to the International Energy Agency, global en-
ergy-related CO2 emissions rose by 1.7% to a historical all-

1,9% 100,0%

*Hard coal and lignite
Source: BP, Statistical Review 2018

time high in 2018. It was the highest
growth rate since 2013 and 70% higher
than the average increase since 2010.
The increase in emissions was caused by
Share of higher energy consumption due to a ro-
bust global economy and weather condi-
tions in some parts of the world, which led
to increased energy requirements for
heating and cooling. The main cause is
high growth in the fossil fuels oil (+1.4%)
and natural gas (+2.7%). These two en-
ergy sources combined have with a share
in energy consumption of almost 60%.
Global coal consumption increased by
0.7% with a consumption share of a good
one-fourth.

World Climate Policy

Despite claims to the contrary, there was no attempt to in-
troduce a CO2 price during the World Climate Conference
in Katowice, Poland, from 2 to 14 December 2018, which
dealt with the regulations for implementing the Paris Agree-
ment. At the conference, common standards were adopted
to make climate protection measures transparent and com-
prehensible. The “Rulebook” is the working basis for the
Climate Agreement. This is intended to preclude any doubt
among the states regarding the reliability of the data.




World Hard Coal Production

World Hard Coal Production (Million Tonnes)
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Figure HT11

World hard coal production rose to 7.0 billion tonnes in
2015 before declining to 6.7 billion tonnes in 2016. World
production recovered in 2017 and 2018 and rose by 2.8%
to 7.1 billion tonnes (rounded off), again exceeding the
level of 2015. So 2015 was not a turning point - “peak coal”
was not reached in 2015; indeed, it would be more correct
to speak of a high plateau.

The major causes of this significant increase in the report-
ing period were the development in China (+100 million
tonnes) and India (+40 million tonnes; 5.7%). There is,

however, still a rising trend for production in countries that
play a major role for hard coal seaborne transport. Hard
coal production also rose in Russia (+31 million tonnes)
and Indonesia (+56 million tonnes). Australia, Indonesia,
Russia and the USA are major pillars of world coal trade.
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Hard Coal Production of Important Countries in
the Pacific Region in Million Tonnes

Change
2018/2017

Indonesia

Source: VDKi own analyses

HT-W3

The increase in production in these countries shows that
there are still countries with a growing need for coal. While
China and India produce substantial shares themselves —
nevertheless importing significant quantities from the world
coal market as well — there are many ASEAN countries
whose need for supplies to operate newly built hard coal-
fired power plants is enhancing demand for the corre-
sponding quantities on the world coal market. In relative
terms, the rise was sharpest in Indonesia (13.5%), in Rus-
sia (7.6%) and in India (5.8%). The sharpest decline was
experienced by Canada (-9.8%) and the European Union
(-6.8%).

Change in Hard Coal Production in Specific Countries in 2018
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Figure HT12




World Hard Coal Market

The world hard coal market increased again by 60 million
tonnes (4.7%) in 2018. While domestic trade increased by
5.5%, seaborne trade rose by 53 million tonnes (4.6%).
World trade in coal developed as shown below in 2018.

World Hard Coal Trade
2016 | 2017 | 2018

Change
2018/2017

Seaborne Trade
Domestic Trade

Source: VDKi own analyses
HT-W4

An increase in coking coal exports of 16 million tonnes
(+5.6%) was posted in seaborne trade because of the in-
crease in worldwide steel production. The steam coal mar-
ket also rose strongly by 37 million tonnes (+4.3%). So
growth on the world coal market is driven to a virtually
equal extent by growth in the demand for steam coal and
coking coal. Seaborne trade of 1,210 million tonnes breaks
down into 906 million tonnes of steam coal and 304 million
tonnes of coking coal.

Seaborne Hard Coal World Trade

Change
2016 | 2017 | 2018 2018/2017

Steam Coal 831] 869 906 4,3%
Coking Coal 288| 304] 16| 56%
Total | 1116 1.157] 1.210] 53] 4,6%)

Source: VDKi own analyses
HT-W5

World production increased by 2.8% and world trade by
4.7% in 2018. As a result, the share of world trade in pro-
duction rose to 19.0%.

World Production/World Trade
Change

ke || = 2018/2017

Hard Coal
%

[ Mill. t |
World Production . 7.058 191 2,8%
sei o] ar
Share of World Trade ----
in Production
Source: VDKi own analyses
HT-Wé6

Figure HT13 shows the primary trade flows in seaborne
trade. Indonesia shipped almost its complete production
(92%; previous year 98%) to Asia. Australia’s seaborne
trade is also very strongly directed to Asia (87%; previous
year 88%). Thanks to their geographic locations, Russia,
Canada and the USA can supply coal to both markets, and
trade is shifting more and more toward Asia.

In 2018, Colombia shipped 1 million tonnes to Asia, 3 mil-
lion tonnes to North America and 5 million tonnes to South
America. Europe (including countries bordering the Medi-
terranean) continues to be Colombia’s primary sales mar-
ket, however. South Africa supplies mainly to Asia (57%).
Only 7% of its hard coal exports went to Europe.
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Primary Trade Flows in Seaborne Trade with Hard Coal in 2018 in Million Tonnes
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nach Asien
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Source: VDKi, own calculations; data for 2018 provisional

Figure HT13

Major Hard Coal Importing Countries/Regions
2018 in Million Tonnes"

PR China 2
India

South Korea
EU 28, of which
Germany
" Incl. anthracite ? Excl. lignite

HT-W7

337

The largest import countries are without exception found in
the South-East Asia region, which accounts for 80% of sea-
borne transport of hard coal. India is the leader with 221
million tonnes, of which 166 million tonnes are steam coal
and 55 million tonnes are coking coal. It is followed by Ja-
pan (189 million tonnes). The EU 28 (150 million tonnes) is
ahead of South Korea (148 million tonnes). Within the EU,
Germany, the largest member state and largest industrial-
ised country, imports the most coal.

Australia defended its position as the largest coal exporter
against Indonesia (343 million tonnes) in 2018 by posting
386 million tonnes (208 million tonnes of steam coal and
179 million tonnes of coking coal). Russia (167 million
tonnes) maintained its positions in the ranking. As in the
previous year, the USA (100 million tonnes) made a big
leap and now lies ahead of Colombia (82 million tonnes)
and South Africa (81 million tonnes).




World Market for Steam Coal

Demand for steam coal on the Pacific market was domi-
nated above all by China, India and some of the ASEAN
countries. Demand from South Korea rose significantly
from 109 to 123 million tonnes and from India from 149 to
166 million tonnes. Japan also recorded an increase. Im-
ports to the People's Republic of China decreased slightly.
In total, demand for steam coal in Asia rose from 669 mil-
lion tonnes to 726 million tonnes. Growth of 57 million
tonnes (8.5%) is primarily attributable to the ASEAN coun-
tries that are not listed separately.

The Largest Hard Coal Exporting Countries in
2018 in Million Tonnes"

Coking Coal

Australia
Indonesia
Russia
USA
Colombia
South Africa
Canada

Seaborne only

HT-W8

Steam Coal Prices

Since the beginning of 2018, prices for steam coal have
declined slightly. At the beginning of this year, however,
prices plummeted (Figure HT14). FOB prices for Colom-
bian and Russian deliveries (Baltic) are around $50/tonne
in May 2019. The level of prices for steam coal from the
USA and South Africa and for Russian deliveries to Asia
(Vostochny) are slightly higher. The decline primarily re-
flects weaker demand from China, where domestic produc-
tion picked up again and changes in import policy are tak-
ing effect. In the rest of East Asia, a mild winter reduced
the demand for heat. Regulation in China continues to ex-
ercise substantial influence on the world market price level.
This is discussed in greater detail in the Country Report.

The regulatory interventions range from import restrictions
at a number of Chinese seaports to a limit on the duration
of port transshipment. The introduction of protective
measures for the domestic market has been successful in
keeping the price for domestic supplies (Qinhuangdao)
close to $100/tonne.

The arbitrage window for Colombian deliveries to Asian
destinations opened several times in 2018 and offered
market opportunities. US suppliers benefited from tempo-
rary double-digit discounts for high-sulphur coal.
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Development of FOB Steam Coal Prices to Rotterdam
in US$/Tonne
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Figure HT14

World Crude Steel and World Pig Iron Production

The pig iron production decisive for the consumption of
coking coal, PCI coal and coke increased by 27 million
tonnes from 1,212 million tonnes in 2017 to 1,239 million
tonnes (+2.2%) in 2018. Crude steel production rose sig-
nificantly by 3.2%.

Following a slight rise in the previous year, crude steel pro-
duction in China rose by 11.3%. China’s pig iron production
increased by 8.5%. China’s share in the world market of
crude steel production rose from 48.1% to 51.8% in 2018;
its share in world pig iron production remains at 62.2% and
has risen by almost two-thirds.

Crude Steel and Pig Iron Production in
the World
Change

2016 | 2017 2018/2017

Crude Steel 1.627( 1.730[ 1.7
Pig Iron 1.162 1 1.2

Source: World Steel Association
HT-W9

Share of Pig Iron in
Crude Steel




Crude Steel and Pig Iron Production in
PR China

2016 | 2017 | 2018 | Chanee

2018/2017

N

Crude Steel 808 8 926 11,3%
Pig Iron 701 711 771 8,5%

Share of Pig Iron in Crude

Steel

Share of Crude Steel

Production in World

Share of Pig Iron

Production in World

Source: World Steel Association
HT-W10

Production from the world’s largest steel-producing coun-
tries developed as shown below in 2018.

The 10 Largest Steel-producing

Countries in the World

Change
2018/2017

1.356 1.401 1.506

Total World 1.627 1.730 1.786 3,2%

") Provisional figures
Source: World Steel Association

HT-W11

Steel production has been rising again since 2016. In 2018,
steel protection increased from 1,730 million tonnes to
1,786 million tonnes, an increase of 3.2%. The ten largest
steel-producing countries gained at a significantly higher
rate in 2018, posting growth of +7.5%. This development
was driven mainly by the rise in China.

As has already been mentioned, the relative increase in
2018 was greatest in this country. The USA (+6.6%) and
India (+4.6%) follow. In contrast, Germany (-2.9%), Turkey
(-1.4%) and Japan (-0.3%) recorded declines.

Coking Coal Market

Market Share Seaborne World Coking
Coal Market

| Mill. t [ Share | Mill.t | Share | Mill t | Share |

Australia 179 60,1%

UsSA® 52 17,4%
Russia 38 12,8%

Canada? 29 9,7%
Total 280 282 100 298 100

" Excl. trade with Canada 2 Excl. trade with USA
Source: VDKi own analyses
HT-W12

While world pig iron production rose by 8.5%, trade on the
seaborne world coking coal market also rose strongly at
+5.6%. With the exception of Turkey, countries with grow-
ing steel production have their own coking coal deposits.
There has been a slight shift in the market shares of the
various countries on the seaborne world coking coal mar-
ket. Australia's exports of seaborne coking coal increased
by 6 million tonnes, while its market share of 60% repre-
sents a slight decline. The USA and Russia were able to
increase their market shares once again, while Canada
was just able to maintain its position.
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World Coke Market

Coke production worldwide rose from 633 million tonnes to
646 million tonnes; world trade with coke, which is at a sub-
stantially lower level, rose from 26 million tonnes to 28 mil-
lion tonnes so that the share of world trade in world coke
production increased from 4.1% to 4.4%. Chinese coke ex-
ports in 2018 amounted to 9.9 million tonnes (+22%).

China is not only far and away the largest exporter of coke;
it is also the largest coke producer. China produced 438
million tonnes, corresponding to 68% of world production.
Europe accounted for 38.8 million tonnes, 6% of global pro-
duction in 2018.

World Coke Market

HT-W13

The European coke market in 2018 had a volume of 9.0
million tonnes compared with 9.1 million tonnes in the pre-
vious year. Primary exporters of coke besides China are
Poland (5.80 million tonnes over 5.78 million tonnes in the
previous year) and Russia (2.45 million tonnes over 2.82
million tonnes in the previous year).

Coking Coal and Coke Prices

World seaborne trade for metallurgical coal was relatively
uneasy in 2018 as continued supply disruptions and

changes in Chinese import demand led to price volatility
throughout the year. In January 2019, the Australian pre-
mium spot price for hard coking coal (HCC) fell to below
US$200/tonne before rising again in February, driven by
solid demand — despite continuing uncertainty about Chi-
na's import restrictions. The price for lower-quality grades
varied between about US$110/tonne and US$150/tonne.

At US$320/tonne in May 2019, coke prices FOB China
were at the previous year's level. In the same period, the
CIF ARA price decreased from US$347/tonne to
US$307/tonne; initially, it was US$27/tonne above and in
the end US$13/tonne below the Chinese price level.

Freight Rates

The Baltic Dry Index (BDI) is calculated from the indices of
the four ship groups Capesize, Panamax, Supramax and
Handysize. The average value of 718 points at the begin-
ning of 2016 represented the lowest value of the Baltic Dry
Index since 1986. The BDI recovered to 1,750 points by
July 2018. It then collapsed again, reaching only 650 points
in February 2019 — even less than the historic low point of
2016. On 11 June 2019, the BDI stood at 1,105.00.

Freight rates fundamentally mirror the distance from the
loading port to the ARA ports, but other effects such as the
availability of freight capacities and the general market sit-
uation play a role as well. Figure HT16, for example, re-
flects the development tendencies of the BDI described
above.

At low price levels, freight rates were usually very close to
one other, they diverged again when price levels were
higher. The freight rate for the Richards Bay-ARA route is
currently the lowest.




39

Development of FOB Coking Coal Prices to Rotterdam in US$/Tonne
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PROSPECTS

Economic Development

India is the country that will achieve the highest economic
growth worldwide in 2019 and will post a growth rate of 7.2
%. For 2020, the OECD expects even stronger growth of
7.4%. China ranks second with 6.2%. The global average
of 3.2% is about half that of China; the OECD countries will
post 1.8% and Germany and Japan will generate less than
half the OECD average.

Country Ranking by Growth in
Gross Domestic Product

2017 | 2018"
e from Previous Year in %

C
PR China 6,80 6,60 6,20 6,01
South Korea
USA
Brazil

Russia

Germany
Great Britain
Japan

" Provisional ? Forecast
Source: OECD Interim Economic Outlook, March 2018
HT-P1

The development of energy demand is therefore deter-
mined by developments in China, India and the Asia-Pa-
cific region in general.

Development of the World Hard Coal Market

Steam coal prices have been falling since 2018. In the first
quarter of 2019, they really collapsed (Figure HT14 in the
chapter on steam coal prices). Must this trend be expected
to continue in the short and medium term?

The significant decline in Colombian exports to Germany is
striking. Europe, including the Mediterranean countries, re-
mains a very important market for Colombia. However, coal
exit plans in the European Union that are currently under
discussion or have already been adopted are offset by pos-
itive development opportunities in the Mediterranean coun-
tries. Again and again, arbitrage windows open up for de-
liveries to Asia, giving Colombian exporters the opportunity
to diversify their sales flows.

For producers in the USA, the sales potential in Asia was
a decisive element in countering the slump in sales on the
domestic market, atleast in part. Russian suppliers are tak-
ing advantage of their favourable geographical situation to
export rising volumes to Asia as well. The crucial question
for all producer countries is how the demand for coal in Asia
might develop.

The analysis of this question cannot ignore China. This
country, by far the largest coal producer, is also an im-
portant buyer on the world market for hard coal. However,
it is becoming increasingly difficult to keep up with the reg-
ulatory interventions of Chinese decision-makers. The in-
terventions of the Chinese planning authority have not al-
ways been successful from their own point of view.

In every instance, however, these decisions have had se-
rious consequences for the international coal trade. After
Chinese supply policy led to price pressures in 2015, there
was a change in the way of thinking in 2016: now attempts




were made to support prices and to stabilise them within a
certain range. In 2018, regulatory interventions and import
restrictions were implemented at a number of Chinese sea-
ports. The port transshipment period was limited in April
2018, and import restrictions followed in October 2018. At
the beginning of January 2019, these measures were re-
voked.

China's policy to close inefficient and unsafe production ca-
pacities must have been largely completed by now. At the
same time, new and efficient production capacity has been
built, a situation that has enabled Chinese coal production
to continue to grow. If China now manages to solve logisti-
cal problems and to improve transport links between the
producing regions and the main demand centres, an ex-
pansion in the availability of domestic supply must be ex-
pected. This would put pressure not only on domestic coal
prices, but on the world market as well.

India is the country that will achieve the highest economic
growth worldwide in 2019 and will post a growth rate of
7.2% (Table HT-P1). The demand for energy in this country
continues unchecked, and this is especially true of the coal
sector. Although India is endeavouring to meet the growing
demand with domestic coal production, imports increased
again significantly in 2018 after three consecutive years of
slight decline. Imports will play an important role in 2019 as
domestic production will have to make considerable efforts
if it is to keep pace with demand.

The lower house of the Indian parliament was elected dur-
ing this year's parliamentary elections in India, which took
place between 11 April 2019 and 19 May 2019. This was
the largest democratic election decision in the world in
terms of the number of voters. Almost 900 million people
went to the polls. The ruling party of Prime Minister Naren-
dra Modi and the coalition he leads won the election by a
large majority.

It can be assumed that the Modi government will continue
to push the development of the country, especially the com-
plete electrification of rural areas. Indian demand for steam
coal will consequently continue to grow.

In addition to China and India, Japan and South Korea are
among the major hard coal importing countries (see HT-
W7 in the chapter on world coal production). In 2018, India
was number one, followed by Japan, China and South Ko-
rea. Japan continues to face the difficult task of dealing with
the consequences of the Fukushima reactor accident for
the Japanese electricity industry. Without hard coal-fired
power plants, it will most likely be difficult to cope with the
country's energy policy challenges.

The situation in South Korea is more difficult to assess. Ko-
rean legislation is increasingly hostile to coal. The con-
struction of new hard coal-fired power plants led to a sig-
nificant increase in the generation of electricity from hard
coal in 2017 and to a stabilisation of demand for imported
coal in 2018. New coal-fired power plants are expected to
go online by 2022, creating additional demand. On 1 April
2019, South Korea implemented the largest increase in en-
ergy taxes to date. The tax on coal was increased by
10,000 KRW/tonne ($8.83/tonne) for all calorific values.
Coal with a calorific value of 5,500 kcal/kg or more, for in-
stance, is now taxed at 49,000 KRW/tonne ($43.28/tonne).
In contrast, total natural gas taxation was reduced by a
good 80%. In the estimation of IHS Markit, a fuel switch
could be triggered between the newest natural gas-fired
power plants and the oldest hard coal-fired power plants.
The country already has an emissions trading system in
place.

On the other hand, what are the sales prospects for metal-
lurgical coal? There are alternatives to the use of hard coal
as a reducing agent in the production of pig iron and steel,
but these are still far from being used in pilot projects, much
less on an industrial scale. In this respect, the prospects
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for sales of coking coal would essentially be good. As re-
ported in the chapter on world crude steel and world pig
iron production, global crude steel production increased by
3.2% and pig iron production by 2.2% in 2018. In China,
crude steel production increased by an incredible 11.3%,
and pig iron production rose by 8.5%. The additional de-
mand for coking coal will in future be largely determined by
demand from Asia.

Australia is the market leader with a share of around 60%
of the seaborne coking coal trade. However, the growing
hostility to coal in this country and the situation on the fi-
nancial markets are not conducive to capacity expansion.
Still, the last parliamentary election has led to a somewhat
surprising lack of hard policy changes in Australia.

As the number of new mine projects is very limited, the
market will surely remain tight and prices high. However,
bringing forward planned mining projects could yet lead to
the market giving way. The further development in China
and India will be decisive. Australia will remain an important
supplier in this region and the Russian market share will
almost certainly grow while supplies from Canada and the
USA should remain stable.

It is more difficult to assess the development of steam coal
capacity. This is especially true in assessing Indonesia’s
role. Indonesian suppliers had to bear the brunt of Chinese
market regulation. This led to the collapse of prices in 2015,
but they have recovered since 2017, and exports to China
have done more than just recover — there has been a real
boom. As Indonesian President Joko Widodo was con-
firmed in office in the recent parliamentary elections, the
country can be expected to continue to promote its domes-
tic use of coal reserves and to pursue policies tending to
be hostile to exports. However, the target figures issued in
the past were highly unrealistic, and Indonesia continues
to be the Number Two coal exporting country behind Aus-
tralia. Even though the country's power plant expansion

programme has been delayed, growing competition of ex-
ports versus domestic use is to be expected in the future.

There are nonetheless still growth opportunities for Rus-
sian suppliers on the steam coal market, and Colombia is
also on the Asian market whenever the arbitrage window is
open. In the case of the USA, the question is whether
growth can be expected to continue at the same rate after
a trebling of steam coal exports within only a few years.
The availability of low-cost coal with a high sulphur content
also played a role. As price discounts have declined again,
this competitive advantage has virtually disappeared.
Above all, the country's infrastructure is likely to stand in
the way of a further increase in exports.

The development of freight costs is decisive for the com-
petitive position of these countries. On the one hand, this
is largely determined by economic development in coun-
tries such as China and India. Air pollution control
measures in world maritime transport will also have a major
impact. The International Maritime Organisation (IMO)
agreed in October 2016 to reduce the sulphur content of
marine bunker fuel from 3.5% to 0.5% from January 2020.
The effects could be disruptive, but at the very least they
are a source of uncertainty. The extent to which refinery
investments and a fuel change or the installation of sulphur
separation plants will take place is currently unknown. Ac-
cording to Aleksey Danilov, Director of Carbo One, at least
one consequence of the IMO regulations is clear: freight
costs will rise and longer routes to Asia will be negatively
affected. The arbitrage window for swing suppliers could
be restricted.

Finally, the assessment of the costs of electricity genera-
tion from renewable energy sources and from natural gas
is another essential factor impacting the investment behav-
iour of the suppliers of steam coal. On a global scale, the
expansion of renewable energy sources is proceeding at a
slower pace than in Germany and other countries.




Recently, the International Energy Agency even warned
that this expansion might come to a standstill. The slowing
expansion of renewable energies is not restricted to Ger-
many. Last year, for the first time in almost two decades,
the worldwide expansion of power generation plants based
on wind, sun or biomass did not grow more strongly than
in the previous year. According to the International Energy
Agency, the main reason for this was the slump in the ex-
pansion of photovoltaics in China. Slowing growth is raising
serious concerns about whether the world can still meet its
climate targets.

From today's perspective, natural gas is the coal industry's
most prominent competitor. For a long time, the rule was
that natural gas prices were low in the USA, high in Asia
and somewhere in-between in Europe, but now the tide
has turned. An oversupply of liquefied natural gas (LNG)
has in 2019 led to LNG becoming competitive with steam
coal in Asia for the first time. It is to be expected that oil
companies in particular will invest in LNG capacities in view
of the imminent revenue losses as a consequence of rising
electromobility in the transport sector. What is more, the
US government is politically supporting the use of LNG. A
switch to natural gas and a middle-term decline in the price
of steam coal could be the consequences. This makes it all
the more important for the global coal industry to insist on
a fair comparison of total emissions of hard coal and natu-
ral gas throughout the full length of the supply chain.

Overall, it can be assumed that international hard coal trad-
ing will continue to grow, but not as strongly as in the last
decade. Indonesia will remain a major producer, but Aus-
tralia and Russia will post the largest increases.
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CORPORATE SOCIAL RESPONSI-
BILITY

In February 2019, the Federal Ministry for Economic Coop-
eration and Development (BMZ) presented a bill for the
regulation of human rights and environmental due dili-
gence in global value chains (Sustainable Value Chain Act
- NaWKG). The law applies to the following companies and
their business activities abroad if, according to their articles
of association, their registered office (head office or main
branch) is in Germany:

All large companies as defined by Section 267 no. 3 HGB;
and

Other enterprises which themselves or through controlled
enterprises are active inter alia in one of the “high risk sec-
tors”

- Agriculture, forestry and fishing
- Mining of stones and soils

- Energy supply; or
Companies operating in conflict and high-risk areas.

The subject of due diligence with respect to human rights
is the protection of internationally recognised human rights.
The subject of environmental due diligence is compliance
with fundamental environmental protection requirements at
the place of performance or resulting from international
agreements that are binding on the Federal Republic of
Germany and requirements resulting from the international
state of technology.

Companies will be required to meet the following obliga-
tions: risk analysis by companies, prevention, corrective
measures, appointment of compliance officers, complaint

mechanism in companies and whistleblower protection.
The bill also provides for sanction mechanisms: fines, crim-
inal provisions for compliance officers and exclusion from
public contracts.

The Federal Association of German Industries (BDI) came
to the following initial assessment: “The bill prepared by the
BMZ to regulate due diligence for human rights and envi-
ronmental protection in global value chains thwarts the
Federal Government's current policy on human rights due
diligence, namely, the implementation process of the Na-
tional Action Plan for the Economy and Human Rights
(NAP), and entails immense risks for the security of invest-
ments and development cooperation of German compa-
nies. The bill is therefore neither sensible nor acceptable
for the BDI.”

In addition, its scope is very broad, without specifying the
countries where especially high risks may exist. Compa-
nies would therefore have to decide independently which
country is relevant, a delegation of responsibility. In view of
possible prison sentences for compliance officers, compa-
nies might be tempted to withdraw whenever there is the
least doubt rather than to invest or establish local produc-
tion.

The Coal Importer Association (VDKi) is committed to the
due diligence obligations relating to human rights and en-
vironmental protection in global value chains and therefore
adopted a declaration of principles on social responsibility
in these areas at a members’ assembly in 2015.

Statement of Principles of the VDKi

As far as is possible for the Association, the VDKi assumes
responsibility for social, ecological and ethical principles.
The Association supports its members in their efforts to
achieve a high level of corporate social responsibility
(CSR) in all of their business activities. The VDKi and its




members expect all of the parties participating in the hard
coal supply chain (hereinafter known as the suppliers) to
observe and support the following basic principles as the
fundamental ground rules for a business relationship
based on trust. The VDK:i therefore adopted a resolution
recognising the following basic principles for responsible,
social, ethical and environmentally sound actions in the
hard coal supply chain during its Members’ Assembly on
25 June 2015.

Basic Principles

We expect the compliance of all suppliers with any and all
relevant laws and regulations of the country in which they
operate. Moreover, we expect suppliers to orient their busi-
ness to at least one of the following three international
standards and guidelines:

e The Ten Principles of the United Nations Global Com-
pact

e The OECD Guidelines for Multinational Enterprises

e The IFC Performance Standards on Environmental
and Social Sustainability

We monitor the further development of standards specific
to mining and coal and maintain an ongoing dialogue with
our suppliers so that we can support them in the fulfilment
of their social responsibility.

We expect our suppliers to advocate sustainable business
activities within the full scope of their responsibilities and
interests and not to limit their efforts to establishing sus-
tainable business models for themselves alone. In this
sense, we expect our suppliers to communicate the basic
principles declared here as their expectation of their own
suppliers and market partners.

We are open for dialogue with all of the relevant stakehold-
ers who wish to contribute to responsible corporate action
in the hard coal supply chain in the sense of a continuous
improvement process.

We expect our suppliers to commit to the basic values of
the following four areas set forth in the UN Global Compact
and to strive to implement these principles in practice.

1. Human Rights

We expect all suppliers to support and respect the United
Nations Universal Declaration of Human Rights and to en-
sure that they themselves are not party to any violations of
human rights. The reference framework for responsible
handling of human rights is established by the “UN Guiding
Principles on Business and Human Rights” and any na-
tional action plans based on these principles for the rele-
vant region.

2. Labour Standards

We expect the compliance of all of our suppliers with the
laws and regulations of their country, including those re-
lated to occupational safety and health protection on the
job.

Moreover, we expect compliance with the following basic
principles and related core labour standards of the Interna-

tional Labour Organisation (ILO):

o Freedom of association and the right to collective bar-
gaining

e Abolition of forced labour

e Elimination of child labour

e Prohibition of discrimination in employment and profes-
sion
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3. Environmental Protection

We expect all of our suppliers to ensure their responsible
treatment of the environment and to work continuously on
reducing the environmental impact of their activities on wa-
ter, land, in the air and on biodiversity. Moreover, we expect
them to encourage the development and distribution of
technologies to protect the environment and to use natural
resources efficiently.

4. Ethical Business Standards

We expect all of our suppliers to comply with a high level
of business ethics and to combat every form or corruption
or bribery, including fraud and extortion.

The reference frame for ethical business standards is
found in the UN Convention Against Corruption.

CSR has become a standard element of association policy.

The VDKi has created a work group on this subject, and
CSR is a regular point on the agenda of the meetings of
the Board of Directors. The VDKi is open to the sharing of
experience with all groups and associations interested in
CSR.




COUNTRY REPORTS!

AUSTRALIA

General

‘:: p -3 The Australian economy has

g been growing continuously for 28
years. According to the Interna-
tional Monetary Fund (IMF),
gross domestic product (GDP)

B Australien

I 4 2018 (World Economic Outlook,

WEO, April 2019). An increase of

2.1% is projected for 2019. This would put per capita GDP

grew by 2.8% in real terms in

at US$55,420, substantially above the world average of
US$11,570. Parallel to this strong economic growth, how-
ever, is rising inflation. The IMF expects the consumer price
index to increase by 2.3% by 2020. The foreign trade deficit
as a percentage of GDP was -2.1% in 2018 and will remain
at this level until 2020.

According to the chief economist in the Australian Depart-
ment of Industry, Innovation and Science, Australia's ex-
port revenues from metallurgical coal will rise in real terms
from AU$39 billion in fiscal year 2017—18 to a record of
AU$43 billion in fiscal year 2018—19. A projected price de-
cline is expected to lead to a decline in export earnings to
AUS$30 billion in fiscal year 2023-24.

Australian export revenues from power plant coal exports
— driven by price developments — are expected to reach
a record level of AU$27 billion in fiscal year 2018—19 over
AU$23 billion in the previous fiscal year 2017-18. Export
revenues are expected to fall to AU$20 billion in real terms

" The map sections in the Country Reports are taken from
the country information portal (LIPortal) of GIZ GmbH.

by fiscal year 2023-24 as the impact of lower prices will
offset higher export volumes.

Unexpectedly, incumbent Morrison won the Australian par-
liamentary election on 19 May 2019. Journalists and politi-
cal activists had misjudged the mood among the populace
or had disseminated a false assessment. They had identi-
fied climate protection as one of the key issues in the elec-
tion. A course of hostility to coal was expected from the La-
bor Party in this area. But in the end, even in Queensland,
a federal state where debate on the climate issue was es-
pecially controversial, several constituencies fell to repre-
sentatives from the conservative governing coalition of the
Liberal and National Parties.

Contrary to the widespread misconceptions, Australians
were more interested in issues such as taxes and jobs.
They feared that, among other things, that ambitious and
costly measures to protect the climate would put a damper
on Australia's 28 years of uninterrupted growth

47

g’

«E REIN /DER
OHLENIMPORTEURE




48

Real Growth in Gross Domestic Product

% Real GDP growth

—Australia  ——Advanced economies =~ ——Emerging market and developing economies  —World
8
6

\‘v

/\
% -’\ / A i N —--
\ A SR\ s
1985 1990 1995 2000 2005 j010 2015 2020 2025

=<

-2

74 Source: IMF, World Economic Outlook (April 2019); 2019- 2024 forecast
Production

Usable Production of the Major Production

The eastern parts of the country, New South Wales (NSW) States of Australia
and Queensland (QLD), are the sources of virtually all of 2016 2017 2018
Australia’s hard coal. Most of the coking coal comes from Mill. t Mill. t
QLD while steam coal comes primarily from NSW. Smaller ~ [NEAsiel i s ) 195 192
quantities of hard coal were produced in Western and  LolccisEe ((GIEE)) 234 236

Total NSW/QLD 429 428
Rest of Australia 4

South Australia as well as Tasmania (21 million tonnes in
total) in 2018, but they remained exclusively on the domes-
tic market.

Total 433 449
Source: Queensland Department of Natural Resources,
Mines and Energy/IHS Markit

LB-T1




About 80% of the total usable production comes from
opencast pits, 20% from underground mines. Total coal
production fell slightly from 449 million tonnes to 447 mil-
lion tonnes, a decrease of 0.4%.

The Australian benchmark spot price for steam coal (New-
castle 6,000 kcal/kg) averaged around US$96/tonne in
March 2019, down 3.4% from the same quarter of the pre-
vious year. The benchmark spot price has fallen continu-
ously from its 7-year high in July 2018 (US$120/tonne).
The decline primarily reflects weaker demand from China,
where domestic production picked up again and changes
in import policy are taking effect. In the rest of East Asia, a
mild winter reduced the demand for heat.

World seaborne trade for metallurgical coal was relatively
uneasy in 2018 as continued supply disruptions and
changes in Chinese import demand led to price volatility
throughout the year. In January 2019, the Australian pre-
mium spot price for hard coking coal (HCC) fell to below
US$200/tonne before rising again in February, driven by
solid demand — despite continuing uncertainty about Chi-
na's import restrictions.

The Australian Department of Industry, Innovation and Sci-
ence regularly issues information about the status of coal
mining projects in the publication Resources and Energy
Major Projects and distinguishes here between announced
projects, feasibility studies, projects in progress and com-
pleted projects. The following projects were listed in the
publication of December 2018:

— Twelve coal projects were announced: 3 in NSW, 9 in
QLD. The estimated investment volume amounts to
between AU$8.5 billion and AU$14.5 billion.

— Most of the projects for the expansion or new devel-
opment of mines are in the phase of feasibility stud-
ies. There are 48 coal projects in this stage — 10 in

NSW and 38 in QLD — with a total value of AU$60
billion to AU$70 billion.

— Two coal projects with a value of AU$2.3 billion are cur-
rently under development.

— The Byerwen Coal Project in QLD, valued at AU$1.8
billion, was completed in 2018. Both steam and cok-
ing coal are produced in this mine.

The Carmichael Mine of the Indian Adani Group, which be-
came the symbol of resistance to mining in Australia, has
been “approved by Australia,” according to a BBC report of
13 June 2019. The water permit, which had not yet been
obtained, has now been issued by the Queensland govern-
ment. The historical recapitulation below will help to under-
stand the sequence of events.

In 2010, Adani purchased the project for US$2.7 billion
from the Australian company Linc Energy. After being con-
fronted with problems of project financing, Adani an-
nounced last year that the company would now finance the
project itself, although the project was reduced to annual
production of ten million tonnes, one-sixth the size origi-
nally planned.

In March of this year, the Greens in Queensland launched
a legislative initiative against the mine. The aim of the initi-
ative was to prevent the granting of production licences
and to withdraw licences already granted to the compa-
nies/company without compensation. Adani is currently the
only company holding mining rights in the Galilee Basin.

In April 2019, Adani was granted a federal water permit,
which took it significantly closer to its goal. However, Adani
still needed further permits at federal and state levels. As
recently as April, the Federal Environment Ministry re-
ported that an independent review of the water permit by
Geoscience Australia and by CSIRO, the highly respected
scientific institution of the country, had come to the same
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conclusions. The minister emphasised, however, that the
company needed at least nine more permits before produc-
tion could start.

Adani can be considered one of the big winners of the Aus-
tralian elections. Some Australian analysts went so far as
to see the anti-coal campaign, which was an anti-Adani
campaign, as the key to Labor's electoral defeat. Annasta-
cia Palaszczuk, Queensland's premier, was now under
pressure. Her delay tactics for the granting of mining per-
mits contributed in no small part to the election result. Per-
haps this is how the change of opinion and the granting of
the above-mentioned water permit by the Queensland gov-
ernment should be understood.

Lucas Dow, CEO, Mining, Adani Australia, told Econom-
ictimes/Indiatimes on 13 June 2019 that some preparations
still had to be made in the next few days and that construc-
tion work, especially on the rail link, could then begin. A
further six companies with projects in the Galilee Basin
could now also begin to hope again.

Infrastructure

Aurizon did not connect the rail link of the Galilee Basin,
the site of the Adani Group's Carmichael Mine that has now
been largely approved as well as of other potential major
projects, to the port of Abbot Point because it had not been
possible to conclude any contracts with customers in 2018.
Adani will now pursue its own railway project, which the
Queensland government can no longer prevent.

Export

An 85.2% share of Australian hard coal production was ex-
ported. Table T2 below shows the loading ports used for
export of the coal. We point out here that the transshipment
figures from the coal loading ports do not always

correspond precisely to the export figures. There may be
customs-related reasons for this.

Following a decline in the previous year, Australia's exports
rose by 3.8% to 386 million tonnes in 2018. This figure in-
cludes 207 million tonnes of steam coal (+6 million tonnes)
and 179 million tonnes of coking coal (+8 million tonnes).
China, India and Japan are currently the largest importers
of Australian coking coal. China alone imported 39.5 million
tonnes, India 45.3 million tonnes and Japan 35.8 million
tonnes. They were followed by South Korea with 17.8 mil-
lion tonnes and Taiwan with 10.3 million tonnes.

Exports of the Largest Coal Loading
Ports

Coal Loading Ports Ul
Mill. t

Abbot Point

Dalrymple Bay

Hay Point

Gladstone

Brisbane

Total Queensland

PWCS

Port Kembla

NCIG

Total New South Wales

Total

163,7
374,5
Source: IHS (Monthly Throughput from Key Export Ports)

LB-T2

Japan is by far the largest importer of steam coal with 81.0
million tonnes. China follows with 49.8 million tonnes,
South Korea with 30.1 million tonnes and Taiwan with 22.6
million tonnes.




Hard Coal Exports According to Grade

2016 2017
Mill. t Mill. t

Coal Grade

Coking Coal (HCC)
Semi-soft Coking Coal and
PCI Coal

Steam Coal

Total 391 372

Source: Australian Department of Industry, Innovation and
Science, Office of the Chief Economist/IHS Markit
LB-T3

Development of Australia's Exports to
PR China

2017 2018
Mill. t

Coking Coal (HCC) 29,5

Semi-soft Coking Coal and PCI Coal 11,9

Steam Coal 41,9

Total

Source: IHS Markit

LB-T4

A summary of Australia's key figures is shown here.

Key Figures Australia

2016 2017
Mill.t  Mill. t
Hard Coal Production
Hard Coal Exports
» Steam Coal

» Coking Coal

Imports Germany 6,5

» Steam Coal (incl. Anthracite) 0,4 0,1

* Coking Coal 12,1 55

Export Ratio 90% 83% 86%
Source: Own calculations/DESTATIS

LB-T5

INDONESIA
General
\ _ r" Indonesia is a
\ 3 % member of the
™" F : South-East

== |ndonesien * T+
-

-~
~ ¥

-/ Asian associa-
tion, the Asso-
ciation of
Southeast Asian Nations (ASEAN), and is far and away
the largest national economy within this group.

The World Bank classifies Indonesia as a so-called “Lower
Middle-Income Country.”

According to the IMF, gross domestic product increased by
5.2% in 2018 (WEO, April 2019). An increase of 5.2% is
projected for 2019 as well. This puts growth above the level
of the developing and emerging countries and almost ex-
actly at the level of the ASEAN 5 countries (Indonesia, Ma-
laysia, Philippines, Thailand, Vietnam). This would mean
per capita GDP of US$4,120 in 2019, still substantially be-
low the world average of US$11,570.
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Real Growth in Gross Domestic Product
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According to Germany Trade and Invest (GTAI), the urban
regions have the economic performance of an emerging
economy. In some of the rural regions, conditions are still
comparable to a developing country. But in comparison
with other countries rich in raw materials such as Brazil or
Venezuela, Indonesia, with its high real economic growth,
is in an excellent position. As already mentioned, the IMF
expects an increase of 5.2% for 2018—2020. The IMF ex-
pects the consumer price index to increase from 3.2% to
3.6% by 2020. The foreign trade deficit as a percentage of
GDP will decline from -3.0% in 2018 to -2.6% in 2020.

According to WEF’s Global Competitiveness Index 2018—
2019, the country is in 45" place (previous year 36") out of
140 countries, putting it in the second quartile. Indonesia
ranks in the middle of the World Bank's Ease of Doing Busi-
ness Index 2019 and ranks 73™ out of 190 countries (33™
in “Getting Electricity”). Transparency International's Cor-
ruption Perceptions Index 2018 ranks it 89™ out of 180
countries.

The Indonesian authorities are stepping up their efforts to
close inefficient and non-compliant mining companies. The
Indonesian Ministry of Energy and Mineral Resources
(ESDM) has stated that it is increasing auditing to “sort out”




mines that have violated financial and environmental regu-
lations.

Data from the Indonesian Geological Agency at the Minis-
try of Energy and Mineral Resources (ESDM) from 2019
show that Indonesian coal reserves and resources have
been increased from 25 billion tonnes and 125 billion
tonnes in the previous year to 37 billion tonnes and 166
billion tonnes, respectively. This means that Indonesia can
cover consumption for 2019 as planned by the government
for 76 years from reserves. The statistics were prepared on
the basis of data from Indonesian producers that are re-
sponsible for a large part of national coal production in 19
provinces (all holders of “Coal Contract of Work” licences
under old mining law, but only 54% of the holders of (new)
Mining Business Licences).

Production

Indonesia’s coal production has always been driven to a
major extent by exports. However, domestic consumption
has grown steadily in recent years. Information from the
Indonesian Ministry for Energy and Mineral Resources
(EDSM) indicates that it came to 114 million tonnes in
2018, 17.5% higher than in the previous year (Table T8).
The export ratio was still 84.3% in 2017 and fell significantly
to 77.0% in 2018 for the aforementioned reason. Coal pro-
duction (hard coal and lignite) in 2018 came to 557 million
tonnes (VDKi estimates), which would represent an in-
crease by 21% over the previous year’s value of 461 million
tonnes.

According to official estimates, domestic coal consumption
will increase by a good 20 million tonnes per year to around
135 million tonnes in 2019. The Indonesian electricity sec-
tor alone will consume 153 million tonnes of coal by 2028
according to the country's ten-year electricity supply busi-
ness plan (RUPTL 2019-2028). This is almost 60% more
than the 95.7 million tonnes to 97.0 million tonnes that the

state-owned electricity supplier Perusahaan Listrik Negara
(PLN) is expected to consume in 2019. Last year, Genco
used 91 million tonnes of Indonesian coal compared with
82 million tonnes in the previous year.

The government has set a national production target of 489
million tonnes, which is below the level of production in
2018. However, it is assumed that production will actually
exceed 500 million tonnes. Indonesian authorities have al-
ready announced that production quotas for 2019 will be
increased in the second half of the year if justified by mar-
ket demand.

There have been reports of a lack of machinery, however.
Even the largest companies in the country would struggle
to increase production. It is therefore unclear whether the
mining companies can increase production capacity any
further.

Every Indonesian producer must make 25% of its produc-
tion available to domestic buyers (Domestic Market Obli-
gation, DMO). The Indonesian government has rejected a
recent demand by mining companies for a reduction of the
DMO. Several mining companies consider the requirement
to be unfeasible. They argue that domestic buyers gener-
ally do not demand the grade of coal they offer. Neverthe-
less, they have recently been penalised for non-compli-
ance with the DMO. The government has intensified the
process it launched last year. Companies that are unable
to meet their DMOs by selling directly to local final consum-
ers must purchase DMO quotas from producers who have
sold more than the required 25% on the domestic market.

As far as the aforementioned protectionist interventions
and inconsistencies were concerned, expectations were
high before the Indonesian parliamentary elections. Mining
companies hope that the next Indonesian government will
focus more on exploration and business-friendly policies.
Companies cannot be expected to increase or decrease
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production within a few months just because the govern-
ment needs to increase its revenues right away. In view of
rising coal prices, the state-owned energy provider Perus-
ahaan Listrik Negara (PLN) requested a renegotiation of
coal supply contracts in 2017. In 2018, the Ministry of En-
ergy and Mineral Resources (ESDM) ordered all coal sales
to PLN to be transacted subject to a price cap of
$70.00/tonne FOB on the basis of 6,322 kcal/kg until the
end of last year. The Indonesian coal industry was forced
to accept substantial losses. It is obvious that the DMO is
unattractive in such situations.

Joko Widodo (“Jokowi”) handily won the elections on 21
May 2019. He is regarded as the better winner of the elec-
tion by observers from outside the country. He unifies the
country instead of dividing it, he is not caught up in Ja-
karta’s elite, he listens to good advice, and he dares to en-
ter the international stage. A smouldering Islamic radicali-
zation could, however, call Western reform concepts into
question. In his last term, Jokowi secured the Muslim flank
by appointing a clergyman as vice-president. If further Is-
lamization is to be prevented, progress in development
must be made. Let us hope that this means less and not
more bureaucracy.

Infrastructure

According to a report from Bloomberg News in May 2019,
Planning Minister Bambang Brodjonegoro announced that
President Jokowi's government plans to spend more than
US$400 billion over the next five years on the construction
of airports, power plants and other infrastructure. This is
more than Jokowi had aspired to during his first term in of-
fice. It remains to be seen how these ambitious plans will
be financed. Indonesia's government has so far taken
pains to ensure that the budget deficit remains below 3%
of GDP. It is likely that it will continue to apply the Chinese
model, i.e. state-owned enterprises will bear a large part of
the burden. According to a recent OECD survey, state-

owned enterprises are more widespread in Indonesia than
in any other country in the world with the exception of
China. However, their indebtedness has also risen sharply.
China may possibly play a greater role in the future not only
as a model, but also as a financier. On 14 June 2019, Chi-
nese and Indonesian business delegations met in Jakarta
to discuss common interests in the sectors energy,
transport and infrastructure development. Financial institu-
tions were also involved.

Indonesia’s Hard Coal Exports by

Market

LB-T6

Export

In 2014, a law that gradually prohibits the export of some
non-processed ores went into effect in Indonesia; its objec-
tive is to encourage processing within the country. In the
case of coal and palm oil, the Indonesian government at-
tempted in 2018 to increase the share in domestic value
creation further by making the use of Indonesian ships and
insurance companies obligatory for the export of these
goods. This requirement was completely unrealistic, how-
ever, in view of the availability of freight ships. This
prompted inclusion in the new statute of a rule exempting
the shipment of coal insofar as Indonesian companies are
unable to make an appropriate offer.




Trade Regulation 82/2017 regarding the obligation to in-
sure sea freight has been in effect, initially for a one-month
test phase, since 1 February 2019. It requires all Indone-
sian coal exports to be insured by the national insurance
companies. The Indonesian authorities extended this test
until the end of May 2019.

The Largest Buyers of Indonesian
Hard Coal

2016 2017
Mill. t Mill. t
94,6
50,8
33,0
35,0
20,3

" Provisional, in part estimated
Source: IHS Markit
LB-T7

The rules were originally scheduled to enter into force at
the beginning of February 2019, but lack of clarity about
their implementation and fear of logistical delays forced the
Ministry of Commerce to test them first.

Indonesian coal exports continued to rise significantly in
2018. Hard coal exports rose by 7.9% from 318 million
tonnes in 2017 to 343 million tonnes. Exports of lignite in-
creased even more strongly (by 23%) from 70 million
tonnes to 86 million tonnes. Continued strong demand from
India (140 million tonnes; +12%) and China (48 million
tonnes; +2%) contributed above all to the increase in hard
coal exports while exports to Japan (-9%) and South Korea
(-2%) declined (Table T7).

Indonesia has thus been able to defend its position as the
dominant steam coal exporter for the Asian-Pacific region.
About 338 million tonnes — 99% of the exports — were
supplied to this economic region (Table T6). India, China,

Japan, South Korea and Taiwan account for 242 million
tonnes. The remaining demand from the Asia-Pacific re-
gion comes from high-growth ASEAN countries.

Key Figures Indonesia

2016 2017

Mill. t Mill. t
Coal Production ? LE 461
Hard Coal Production " 398 391
Exports of Lignite 58 70
Exports of Hard Coal 311 318
Coal Exports ? 369 389

Domestic Consumption 2
Imports Germany

Export Ratio ? 81,0% 84,3% 77,0%

") Production including domestic lignite consumption, but
excluding lignite exports, 2 Hard coal and lignite
Source: Indonesian Coal Mining Association (APBI) &
ESDM/IHS Markit/DESTATIS/Own calculations
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RUSSIA

General

According to the IMF,
Russia’s gross domestic
product increased by
2.3% in 2018 (WEO, April
2019). Adecline to 1.6% is
projected for 2019. This would put per capita GDP at
US$11,190, slightly below the world average of
US$11,570. Economic growth became detached from the
global trend at the beginning of this decade because of po-
litical developments and came to -2.5% in 2015. As of
2018, the economy had recovered. Since then, however,
renewed political and trade tensions have emerged. Ac-
cording to the GTAI, GDP grew by only 0.5 % year-on-year
in the Q1 2019. The weakening is attributable to the in-
crease of two percentage points in value-added tax at the
beginning of the year, the increase in key interest rates in
September and December 2018 by a total of 50 base
points and the deteriorating global economy.

The sanctions imposed on Russian companies by US
President Donald Trump in the autumn of 2018 did not ini-
tially cause much damage, but they have had a negative
impact on the economic climate. As long as commaodity
prices remain stable, companies benefited from the strong
US dollar and the weak ruble. The Ministry of Economics
expects the ruble exchange rate to remain weak for the
next five years. The export volume is expected to increase
continuously and exceed US$500 billion in 2024. The IMF
sees the foreign trade surplus as a percentage of GDP de-
clining from +7.0% in 2018 to +5.1% in 2020.

On 20 June 2019, the European Union extended by one
year the economic sanctions against Russia imposed in
March 2014 in response to the armed conflict in Eastern

Ukraine. Further sanctions are due for renewal before the
end of July.

In the Ease of Doing Business Index, Russia placed 31
out of 190 countries in 2019, moving up from 112" place in
2012. In each of the categories “Getting Electricity” and
“Registering Property”, an excellent 12" place was
achieved, but the country did no better than 99" place in
“Trading across Borders”.

In 2018-2019, Russia’s ranking in the Global Competitive-
ness Index was at a similarly high level, placing 43™ out of
140 countries. In the Corruption Perceptions Index of 2018,
however, the country posted only 138" place out of 180
countries.




Real Growth in Gross Domestic Product
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Production

Russia is one of the world’s largest hard coal producers.
Only China, the USA, India, Australia and Indonesia have
higher production. Hard coal mining is the only sector in the
Russian energy industry that is completely in private
hands. In the past year, hard coal production amounted to
439 million tonnes, 7.6% above the value of 2017. Produc-
tion of the largest Russian producer of steam coal, the Si-
berian Energy Coal Company (SUEK), alone came to 110
million tonnes in 2018.

2020 2025

Hard Coal Production Russia

2016 2017 2018
Mill. t Mill. t Mill. t
Coking Coal

Steam Coal "
Total 384 408

" Incl. anthracite and lignite
Source: Rosinformugol, from 2018 SUEK
LB-T9
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Infrastructure

One of the largest coal terminals on the Baltic Sea, Ust-
Luga, has successfully completed a project to expand its
wagon tipper system. The tipper now handles 1,244 wag-
ons, compared with 1,064 wagons before. The conversion
work had a negative impact on coal handling at Ust-Luga
in 2018. Handling fell from 25 million tonnes in 2017 to 20
million tonnes. In the future, however, handling will rise to
27 million tonnes.

The first rail deliveries of power plant coal arrived at the
new Russian Taman Dry Bulk Terminal on the Black Sea in
October 2018 and made possible the first export shipments
for Q1 2019 for Handysize ships. The Taman terminal could
be used in particular for shipments to the Turkish and North
African markets. In contrast to the ports in the north, the
new deep-water port with an annual capacity of 20 million
tonnes will be ice-free and, unlike the terminals on the Bal-
tic Sea, can accommodate ships larger than 100,000 DWT.
At the same time, pressure on the Baltic terminals would
ease.

Russia is investing heavily in its rail infrastructure to in-
crease coal exports. In April, the state railway operator
RZD signed a contract with Tuva Energy Industrial Corpo-
ration for the construction of the Elegest-Kyzyl-Kuragino
line. It will connect the Elegesta coking coal field and its
reserves of 855 million tonnes with the port of Vanino on
the east coast. Completion is planned for 2022.

Several infrastructure projects are under development on
the Russian east coast. One of the most important projects
is the expansion of the port of Vostochny in the Gulf of Na-
khodka in the Japanese Sea. It is scheduled to commence
operation this year and increase its capacity by 18 million
tonnes to 40 million tonnes/year.

Export

Russia is the world’s third-largest exporter of hard coal,
surpassed solely by Australia and Indonesia. Of the Rus-
sian seaborne exports, 79% is steam coal, 21% coking
coal. Russian coal is exported to almost 80 countries, in-
cluding South Korea, China, Japan, Poland, Turkey and, in
particular, Germany. Exports to the Asia-Pacific region are
increasing. The upward trend in exports through the east-
ern seaports of the country are of special importance for
the development of sales.

Seaborne exports of Russian steam coal — driven by the
Asian markets — rose by 5% in 2018 from 140 million
tonnes in 2017 to 147 million tonnes in 2018 while sea-
borne exports of coking coal rose by 13% from 23 million
tonnes in 2017 to 26 million tonnes in 2018.

South Korea remained Russia’s most important customer
country in Asia. Of the total seaborne Russian exports,
25.6 million tonnes went to this country. China is slightly
lower at 22.5 million tonnes. Exports to Japan amounted to
18.1 million tonnes.

According to IHS Markit, coal deliveries from Russia's most
important Far East terminals increased by 12% year-on-
year to 20 million tonnes in January—April 2019. Of the four
ports covered, Vostochny's deliveries were highest at 9.7
million tonnes, an increase of 16%.

According to the Nikkei Asian Review of 16 September
2018, Russian Energy Minister Alexander Novak pre-
sented an ambitious target at the end of August: Russia's
coal exports to Asia are to double by 2025 from around 100
million tonnes in 2018. In this context, President Viadimir
Putin called on Russian commodity companies to invest
more in export infrastructure, citing the Trans-Siberian Rail-
way and ports as examples.




Exports to North Africa and the Mediterranean region, on
the other hand, were on the decline. Exports to Turkey fell
by 13.6% to 11.8 million tonnes in 2018. Exports to Mo-
rocco fell by 2% to 3.17 million tonnes. In 2018, 13.3 million
tonnes were sold to Poland. In comparison with the previ-
ous year, sales to Poland rose by 74%. Due to declining
domestic production, Poland is increasingly resorting to
competitive imported coal.

Key Figures Russia

2016 2017
Mill. t  Mill. t
Coal Production
Hard Coal Exports Seaborne
» Steam Coal
» Coking Coal
Imports Germany
» Steam Coal
* Coking Coal
» Coke
Export Ratio 40% 40% 39%
Source: IHS Markit/DESTATIS/Own calculations
LB-T10

Sberbank expects Russian coal exports to Europe this year
to be well over 100 million tonnes despite increased avail-
ability of liquefied natural gas (LNG) and high electricity
generation from renewable energies. “European imports of
Russian coal are expected to be 115 million tonnes this
year, the same as last year,” said Maria Krasnikova, Direc-
tor of Sberbank, at the Coaltrans Conference in Krakow,
Poland, on 5 June 2019. Sberbank is one of the few banks
actively committed to the future of coal. For example, it is
involved in the financing of some infrastructure projects to
increase coal supplies to the Asian markets.

German imports from Russia increased by 2.9% over the
previous year to 19.2 million tonnes. Most of these imports
are steam coal. Russia is now far and away Germany’s
most important coal supplier.
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COLOMBIA

General

The Colombian peace process re-
mains fragile. Public protests re-
sumed in March 2019. The peace
agreement concluded with the
FARC guerrillas on 26 September

= Kolumbien 2016 under President Santos was
a thorn in the side of his successor
Alvaro Uribe of the Centro Demo-
cratico. In March 2019, his succes-
£5 sor and political protégé, President
Ivan Duque, asked Congress in a national television ad-
dress to change some aspects of the special jurisdiction.
This special jurisdiction is regarded as the backbone of the
peace process; in certain cases, it provides for a reduction
in penalties in return for clarification of the truth. The maxi-
mum sentence is set at eight years of imprisonment. Dis-
satisfaction had already arisen among the populace be-
cause the government had not kept its promise of a land
reform to support the 13,500 disarmed guerrillas. The fur-
ther development remains to be seen.

According to the IMF, GDP increased as expected by 2.7%
in 2018 (WEO, April 2019). An increase of 3.5% is pro-
jected for 2019. Growth in Colombia will then be above the
global average of 3.3%. Per capita GDP in 2018 will pre-
sumably amount to US$6,680, well under the world aver-
age of US$11,570, but above the average for developing
and emerging countries of US$5,420. The IMF expects the
consumer price index to increase from 3.2% in 2018 to
3.4% in 2019.

The foreign trade deficit as a percentage of GDP will in-
crease slightly from -3.8% in 2018 to presumably -3.9% in
2019.

Colombia had concluded trade agreements with many
countries during Juan Manuel Santos' presidency (2010 to
2018) and developed into a fairly open market. According
to the World Bank, the tariff rate applied by Colombia to all
imported goods fell on average from 9% to 4.4% during this
period. President lvan Duque, who has been in office since
August 2018, will not continue the previous government's
strategy of market opening. He does not want to conclude
any new trade agreements, but instead wants to make bet-
ter use of existing agreements — from the Colombian point
of view. Colombia stayed away from the last talks of the
Pacific Alliance in September 2018. Negotiations were held
at that time concerning the inclusion of Australia, New Zea-
land and Singapore in the alliance. Duque: “Any rap-
prochement with countries like Australia or New Zealand
must be done with utmost caution.”

According to the GTAI, the Colombian government of Pres-
ident Ivan Duque plans to extend the term of mining li-
cences to 30 years. In addition, environmental licences are
to be issued more quickly. This is aimed at attracting
US$1.5 billion in foreign investment over the next four
years. Privatisations are also planned. According to press
reports, energy companies (Electrohuila, Emsa, Cedenar,
Electrocaquetd) are potential candidates.

In the Ease of Doing Business Index 2019, Colombia
ranked 65" (previous year 59™) out of 190 countries, which
put it at the end of the top one-third. In the Global Compet-
itiveness Index 2018 (60" out of 137 countries) and the
Corruption Perceptions Index (99" out of 180 countries),
the country was in the midrange of the rankings.
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Figures from the National Administrative Department of
Statistics show that export revenues from January to April
2019 fell by 21% year-on-year to US$2.14 billion. The de-
cline was a consequence of the fall in international coal
prices. In terms of revenue, coal is Colombia's second-
most important export product, surpassed only by ail. In
2018, coal exports accounted for 18% of the country's total
export earnings. According to IHS Markit, the National Min-
istry of Mines and Energy has stated that the current very
low coal prices could lead to the closure of mines.

Real GDP growth

—Emerging market and developing economies World

2020 2025

Source: IMF, World Economic Outlook (April 2019); 2019- 2024 forecast

Production

Colombia’s hard coal production (steam and coking coal)
decreased by 7.5% from 91.1 million tonnes to 84.3 million
tonnes in 2018 (source: National Ministry of Mines and En-

ergy).

Information from IHS Markit indicates that production in the
department La Guajira, where the Cerrejon and Caypa
mines are located, fell by 3% from 32.2 million tonnes in
2017 to 31.1 million tonnes in 2018.
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Production in the department Cesar, where the mines of
Drummond, Glencore and Murray Energy (Colombian Nat-
ural Resources (CNR)) are located, fell by 8% from 50.7
million tonnes in 2017 to 46.6 million tonnes in 2018. The
main reasons for the year-on-year decline were higher than
expected rainfall during the two rainy seasons of April-May
and September—October 2018 as well as a change in min-
ing plans at the Glencore Calenturitas Mine.

The production of mainly metallurgical coal from the interior
of Colombia, including the departments of Boyaca, Cundi-
namarca, Santander and Norte de Santander, amounted to
6.6 million tonnes, 20% below the previous year's figure of
8.2 million tonnes in 2017.

Representatives of the National Ministry of Mines and En-
ergy stated that total coal production in 2019 might return
to the level of 91-92 million tonnes as in 2017, provided
that production in the country's three largest companies,
Drummond, Cerrejon and Glencore, is not affected by dis-
putes with workers and their trade unions. On the other
hand, the same ministry states that Cerrejon's production
is expected to fall to 27 to 28 million tonnes in 2019 com-
pared with 30 million tonnes in 2018. The main reason cited
for the decline is a revised mining plan to address the con-
cerns of the indigenous population in compliance with a rul-
ing by the Colombian Constitutional Court in August 2017.

Infrastructure

Since the opening of the enlarged Panama Canal in 2016,
the flow of goods on this important waterway between At-
lantic and Pacific has increased significantly. The modern-
isation of the Panama Canal offers improved infrastructure
to Colombia as well.

The freight rate for a Capesizer from Colombia to Taiwan
on the usual route is currently around US$28/tonne, and
the journey takes 60 days. For competitors from Australia,

the freight rate for a ship of the same size to Taiwan is cur-
rently around $14/tonne, and the journey takes only ten
days.

The travel time could be shortened by ten days if Colom-
bian coal could use the route through the Panama Canal
to reach Taiwan. However, the Panama Canal cannot cur-
rently accommodate ships with a draught of more than 15.2
metres. It has been heard from industry circles that the
Panama Canal Authority is looking for ways to increase the
attractiveness of the canal for coal ships.

Export

Steam coal exports in 2018 fell by 3.8% to 80.0 million
tonnes. Cerrején exported 30.7 million tonnes, a little less
than in the previous year. Drummond’s exports fell by 5.2%
to 30.8 million tonnes. Prodeco’s exports decreased by
19.9%.

Exports to Europe fell by 11% to 43.5 million tonnes, with
exports to the Mediterranean region declining less drasti-
cally (-4.8%) and exports to north-western Europe falling
more sharply (-18.9%). Exports to America rose slight by
2.5% to 28.8 million tonnes, whereby exports to North
America fell by 17.5% while those to South and Central
America increased by 7.6%. Exports to Asia rose by 24.2%
to 7.7 million tonnes in 2018 following a decline in the pre-
vious year.

According to the National Administrative Department of
Statistics, total Colombian coal exports (steam and metal-
lurgical coals) fell by 25% in the period from January to
April 2019.

The decline in demand for steam coal in Europe and in-
creasing competition from Russian and US suppliers on
the Atlantic market have forced Colombian producers to
look for new sales markets for their coal.




Steam Coal Exports by Company

2016 2017
Mill. £ Mill. t
32,4
Drummond 32,6
Prodeco 19,2
Colombia Natural Resources (CNR) 2,9
Other (incl. central Colombia) 1,5
Total 88,6 83,2
Source: Own analysis; rounding-off differences possible

LB-T11

According to IHS Markit, the majority of the industry sees
the need to expand its business with customers in the Med-
iterranean countries Turkey and Morocco as well as on the
Pacific market (Japan, Korea and Taiwan; possibly India as
well). Theoretically, opening up new markets in the Far
East and South-East Asia seems to be a logical choice for
Colombian producers. Ultimately, however, freight costs
determine whether Colombian coal is competitive with Aus-
tralian and South African coal.

Structure of the Colombian Steam Coal

Exports”
2016 2017
Mill. t  Mill. t
America
North America (USA+Canada)
South and Central America
Asia
Europe
Mediterranean Region 2
North-West Europe
Total 88,6 83,2

K Coking coal and coke not included in the export figures.
2 Delimitation: France, Greece, Italy, Spain, Turkey

Source: IHS Markit, own calculations
LB-T12

In 2018, 54% of Colombian exports went to Europe com-
pared with 59% in 2017, followed by 36% of total exports
to America compared with 34% in 2017. The balance of
10% went to Asia in 2018 compared with 7% in 2017.

The arbitrage window for deliveries to China has opened
slightly again while exports to India have declined. Exports
to South Korea almost doubled to 5.4 million tonnes. The
largest import country for Colombian coal is in the Mediter-
ranean region, however. Turkey bought 18 million tonnes
in 2018. It is followed by Chile with 8 million tonnes and
Mexico with 6 million tonnes.

The general overview below shows that Colombian steam
coal exports have declined further and could not be com-
pensated by an increase (at a significantly lower level) for
coking coal. The export ratio rose to 97%.

Key Figures Colombia

2016 2017
Mill. t Mill. t
Hard Coal Production 90,5 91,1
Hard Coal Exports 89,8 84,7

+ Steam Coal 88,6 83,2
+ Coking Coal 1,3 1,5
Imports Germany 10,8

Export Ratio 99%

Source: Various analyses
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REPUBLIC OF SOUTH AFRICA

General

- Economic growth in the major
mining country South Africa has
been subject to immense fluctu-

)

ations since 1980. It is well be-

= Sidafrika low the real growth in gross do-
mestic product (GDP) of devel-
oping and emerging countries,
but also below the global average, and tends to hover more
around the level of the advanced national economies. Ac-
cording to the IMF, GDP increased by 0.8% in 2018 (WEO,
April 2019). An increase of 1.2% is projected for 2019. The
IMF expects an increase in GDP growth to 1.5% for 2020.
Per capita GDP would then amount to US$6,330, well un-
der the world average of US$11,570, but above the aver-
age for developing and emerging countries of US$5,420.

The IMF expects the consumer price index to increase
from 4.6% in 2018 to 5.0% in 2019 and 5.4% in 2020. The
foreign trade deficit as a percentage of GDP will rise from
-3.4% in 2018 to -3.7% in 2020.

South Africa's financial situation remains tense. During
Zuma'’s term in office from 2009 to 2018, public debt dou-
bled from 30% to 60% of GDP. Relatively weak economic
growth was unable to keep pace with population growth.
The country suffers from high unemployment, especially
among young people and young adults. Too little invest-
ment has been made in recent years, as can be seen
above all from the precarious situation of many state-
owned enterprises, e.g. Eskom. There is no foreign direct
investment, partly due to past corruption scandals and the
relatively low development of commodity prices, but also
due to the termination of investment protection agree-
ments, e.g. with Germany.

Although the African National Congress (ANC) again won
the parliamentary elections in May 2019, it recorded its
worst election result (57.5%) since the end of apartheid.
This means that President Cyril Ramaphosa, who has
been in office since February 2018, has been confirmed in
office for a further five years. Nevertheless, the ANC has
lost political support among the populace. Years of mis-
management, corruption scandals and the lack of any sig-
nificant progress in closing the prosperity gap between
white and black, rich and poor, have not passed by without
an impact. The old and new president faces major chal-
lenges in the fight against corruption, the rehabilitation of
run-down state-owned enterprises and the prudent ad-
vancement of land reform, a matter that may well prove to
be highly explosive politically. The radical left-wing “Eco-
nomic Freedom Fighters” demand that white farmers be
expropriated without compensation. Owing to the size of
the agricultural sector, this would have substantial impact
on the financial sector.

South Africa maintains a leading position on the African
continent, especially in the region south of the Sahara. In
international rankings, however, South Africa’s situation is
rather mixed. In the World Bank's Ease of Doing Business
Index 2019, for example, the country on the Cape ranks
82", lower than any other hard coal exporting nation.
Within the framework of the Global Competitiveness Re-
port 2018, the World Economic Forum compares the com-
petitiveness of 140 nations in relation to one another. South
Africa, ranked 67™, is also behind most hard coal exporters,
but still ahead of Vietnam (77™"), Mongolia (99") and
Mozambique (133"). In Transparency International's Cor-
ruption Perceptions Index 2018, South Africa ranks 73" in
a comparison of over 180 countries, at least.

The financial manoeuvring room for the state of South Af-
rica is limited, even though investments for the mainte-
nance and expansion of the infrastructure are urgently
needed. Like many state-owned companies, Eskom, the




state-owned electricity supplier, also became a candidate
for restructuring under Zuma'’s government. In terms of in-
stalled capacity, Eskom is Africa's largest power producer
(around 90% based on hard coal) and the seventh-largest
in the world. In the spring of 2019, Eskom again made neg-
ative headlines. The headline in the Handelsblatt on 18
March 2019 read, “Power Outages Bring South Africa to a
Standstill”. In recent years, Eskom's supply network has
frequently experienced power failures (“load sheddings”),
but analysts have classified those in the spring of 2019 as
the most severe to date. Moreover, in some regions elec-
tricity has since been switched off for a few hours every day
following an announcement. One of the aims of these
measures is to prevent a total failure of the South African
power grid. The reason for this drastic situation is the re-
luctance over many years to perform the required mainte-
nance in the (primarily) coal-fired power plants and power
transmission grids. In February 2019, President Rama-
phosa announced plans to divide Eskom into three parts
as a means of resolving the problems. Immediate improve-
ments in the supply situation cannot be expected to result
from this step. Experts expect the supply situation to re-
main tense for the next two years as a minimum. The eco-
nomic damage to the South African economy cannot yet be
fully foreseen.

Under Ramaphosa, the energy policy priorities have been
redefined. The expansion of the nuclear power plant fleet
has been cancelled and more emphasis has been placed
on renewable energy sources. The new Integrated Re-
source Plan IRP.

2018 provides for the following expansion of electricity gen-
eration capacity by 2030: 8.1 GW wind energy, 8.1 GW nat-
ural gas, 5.7 GW photovoltaics, 2.5 GW hydroelectric and
1 GW coal.

Production

A CO: tax was introduced in South Africa on 26 May 2019.
The tax rate is ZAR 120 (US$8.07) per tonne of CO2. The
new rate goes into effect per 1 July 2019. In the first phase,
which will last until 2022, the government will grant sub-
stantial tax relief to emitters, reducing the effective tax rate
to between ZAR 6/tonne and ZAR 48/tonne
(US$0.40/tonne to US$3.23/tonne). Despite the tax
breaks, the Minerals Council estimates that the first phase
will cost the mining industry an additional ZAR 0.9 billion to
ZAR 1.8 billion annually (US$60 million—-US$121 million).

Despite the CO2 tax and the declared change in the orien-
tation of energy policy according to the Integrated Re-
source Plan IRP 2018, the South African coal industry
hopes to benefit from the continuation of the Ramaphosa
government. As one of the first measures, the re-elected
president merged the Ministries of Mineral Resources and
Energy under the leadership of the former Mineral Re-
sources Minister Gwede Mantashe, thus strengthening the
position of the former secretary-general of the mining union
NUM.

As the new head of this super ministry, Mantashe now has
the task of drafting and implementing a new IRP (2019).
According to his own statement, he will proceed “step by
step,” especially in view of the current high level of uncer-
tainty. Renewable energies are a future inevitability, is the
conviction of leading government advisors, but their share
in electricity generation will initially be small so that in the
foreseeable future the country will continue to be depend-
ent on correspondingly high coal-fired power plant capaci-
ties. In a preliminary draft of the IRP 2019, Mantashe’s pre-
decessor, Energy Minister Jeff Radebe, had planned a
stronger reduction in the share of hard coal in South Af-
rica’s electricity supply by 2030, namely, from around 90%
today to 46%.
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New assessments now assume a share of 65% in 2030.
The new minister has also promised the development of
coal deposits in the eastern Cape Province.

At around 253 million tonnes, South African hard coal pro-
duction in 2018 was almost at the previous year's level
(+0.4%). Around 32% of this production was exported. Vir-
tually all of the production (98.7%) is steam coal. The re-
mainder is anthracite.

In autumn 2018, Gwede Mantashe succeeded in reforming
the Mining Charter in such a way that it also gives due re-
gards to business interests. The reform will most likely

resolve a long-standing point of contention. Companies
were concerned above all about the regulations under
Black Economic Empowerment (BEE). The minimum
share of BEE beneficiaries was scheduled to increase from
26% to 30%. There are grandfathering provisions under
the new regulation and the 30% applies solely to new li-
cences. The second point of contention was that this limit
was regularly undercut when BEE beneficiaries resold their
holdings. A provision that the minimum share requirement
will be deemed fulfilled if it was fulfilled before the sale of
shares has now been incorporated.




Infrastructure

One of the restructuring candidates mentioned at the be-
ginning is the transport service provider Transnet, whose
existence is acutely endangered. In February 2019, the
railway operator, together with the port operator Richards
Bay Coal Terminal, pointed out that plans to expand South
Africa's transport infrastructure would be delayed, espe-
cially as a consequence of the high level of required invest-
ments.

Structure of South Africa’s Exports in

2018

LB-T14

Transnet is currently planning to expand the existing Over-
vaal Tunnel by construction of another transport tube in the
rail link between the Ermelo coal mining region and the
Richards Bays Coal Terminal. This infrastructure project
aims to increase transport capacity from 81 million tonnes
to 132 million tonnes per year. Seen against the backdrop
of the reorientation of South African energy policies, the in-
creasing withdrawal of banks from the financing of coal
projects (Standard Bank and Nedbank, which want to with-
draw from all coal-related business) and the precarious fi-
nancial situation of Transnet (as part of the severe national
budget constraints), any realisation of the project currently
appears to be a difficult undertaking.

Responding to this situation, the head of the ANC's Eco-
nomic Transformation Committee said that South African
banks should be forced to invest in new coal mines in the
country. If this were to happen, it would certainly apply to
infrastructure investments as well.

In 2018, the Richards Bay coal terminal again posted a rec-
ord transshipment of around 77 million tonnes, just above
the previous year's volume. More than four-fifths of the
transshipments went to Asia.

Export

In 2018, South Africa exported a total of around 81 million
tonnes, about 2.6% less than in the previous year. Virtually
the total volume comprised steam coal. As in previous
years, India remained the largest customer with 36.3 mil-
lion tonnes (around 45% of total exports). Shipments to Pa-
kistan of 10.0 million tonnes are in second place; they in-
creased by 15.8% over 2017. Third place went to exports
to South Korea in the amount of 6.8 million tonnes over 8.3
million tonnes in the previous year. Shipments to Taiwan
fell by 13.4% to 2.8 million tonnes. Shipments to Spain fell
by 52% to 1.3 million tonnes. Sri Lanka purchased 2.0 mil-
lion tonnes in 2018 and Mozambique procured 3.0 million
tonnes, an increase in each case of 52%.

South Africa will profit during the coming years above all
from a boom in the demand for steam coal in India and
Pakistan. India is expected to purchase around 200 million
tonnes of steam coal annually by 2022, i.e. around one-
third more than in 2018. Almost a quadrupling from the cur-
rent 10 million tonnes to 40 million tonnes is expected for
Pakistan by 2022. Ten additional power plants with an out-
put totalling 6.7 GW are scheduled to go online in Pakistan
by 2022.
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South Africa could also benefit from an increase in freight
rates resulting from air pollution control measures in world
maritime transport.

Exports to Germany declined by 36% to 1.0 million tonnes.
This means that only around 2% of coal imports to Ger-
many come from South Africa.

Key Figures South Africa

2016 2017
Mill. t Mill. t
Hard Coal Production 252,3
» Steam Coal 249,5
« Anthracite 2,9
Hard Coal Exports"
» Steam Coal
* Anthracite
Imports Germany
» Steam Coal
* Anthracite
Export Ratio

30,1% 32,9%

") Seaborne only
Source: IHS Markit/DESTATIS
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USA
General

Gross domestic  product
(GDP) of the USA has devel-
oped in recent decades in
step with the average of ad-
vanced national economies.
According to the IMF, GDP in-
creased by 2.9% in 2018
(WEO, April 2019). An increase of 2.3% is projected for
2019. This would put per capita GDP at US$64,770, signif-
icantly above the world average of US$11,570.

B= \ereinigte Staaten

The IMF expects the consumer price index to increase
from 2.4% to 2.7% by 2020. The foreign trade deficit as a
percentage of GDP will increase from -2.3% in 2018
to -2.6% in 2020 — despite (or because of?) President
Trump's protectionist activities.

For the American coal industry, 2018, like 2017, was a year
of both consolidation and an increase in exports. This could
change in 2019. The most recent slump in international
steam coal prices had already taken its toll in May 2019.
The third-largest coal mining company in the USA, Cloud
Peak Energy, based in Gilette, filed for Chapter 11 bank-
ruptcy in Delaware. Cloud Peak Energy owns and operates
three mines in the Powder River Basin. Together, they pro-
duced 50 million tonnes of coal in 2018. They will remain
in operation for at least as long as the company is covered
under the creditor protection programme.

The slump in international steam coal prices has also taken
a psychological toll. It is becoming apparent that there
could be changes in ownership and perhaps some merger-
and-acquisition deals for troubled companies. According to
an Associated Press report dated 11 May 2019, a signifi-
cant number of companies are on offer or are searching for




interested parties. “Many investors want to get out,” a man-
ager of a large company is quoted as saying. And further:
“There are a lot of rumours flying around.”

Following an increase in hard coal production from 660 mil-
lion tonnes in 2016 to 702 million tonnes in 2017, output
fell again by 2.4% to 685 million tonnes in 2018. Export op-
portunities remained excellent and partially compensated
for the decline in domestic demand: hard coal exports in-
creased by 19.3% in 2018 over the previous year.

Table (LB-T16) depicts a breakdown of coal production per
region. The decline of 3.3% in the West and 5.3% in the
Midwest is in line with the trend in the American coal indus-
try. Bucking the trend, there was a slight increase of 1.6%
in the Appalachian region.

Production in the USA by Region

LB-T16

According to Reuters, President Trump plans to transfer re-
sponsibility for certain environmental laws to the states in
June 2019, thereby facilitating project approvals for coal-
fired power plants and easing compliance with emission
standards. By taking this action and withdrawing from UN
climate policy, he wants to keep his promises to his voters
in coal-mining states like West Virginia, Montana and Wy-
oming.

According to a Forbes report dated 14 April 2019, however,
more coal-fired power stations in the US were shut down

in the first two years of Trump's term than in Barack
Obama's entire first term. The Forbes report is based on
data from the U.S. Energy Information Administration (EIA)
and Reuters. These data show that 23,400 MW of US coal-
fired power plant capacity were taken off the grid in 2017
and 2018 compared to 14,900 MW in the years from 2009
to 2012.

Despite Trump’s rhetoric, the industry is in a long-term de-
cline driven by a combination of low-cost natural gas and a
trend toward greater use of renewable energies. All these
factors have made the coal of the Powder River Basin in
particular (relatively low calorific value) less competitive
(see above, bankruptcy petition Cloud Peak Energy).

According to the EIA, primary energy consumption in the
USA reached a record level of 3.6 billion TCE (101.3
PBTU) in 2018, which was 4% above the level of consump-
tion in 2017 and 0.3% above the previous record level in
2007. The increase in 2018 was the largest increase in en-
ergy consumption in both absolute and percentage terms
since 2010. Coal consumption is in sharp contrast to these
figures. It fell (for the fifth year in succession) to 688 million
tonnes. The growing generation of electricity from natural
gas and renewable sources came at the expense of coal-
fired power plants.

According to the Energy Information Administration (EIA),
the share of natural gas in electricity generation in 2018
came to 35% over 32% in the previous year while the share
of coal in 2018 (27%) was significantly below the level of
the previous year (30%). Nuclear energy with a share of
19.3% and renewables with a share of 17.1% (7.0% hydro-
power and 6.6% wind power) followed.
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Infrastructure

Major logistical problems stand in the way of an expansion
of US exports. The infrastructure has reached its limits. In
particular, many locks in the river systems would have to
be refurbished and converted. More port capacity on the
West Coast would be necessary to transport more coal
from the Powder River Basin to the Asian market. The com-
bination of increased export demand for both coking coal
and power plant coal, freezing temperatures and planning
changes for the railways led to limited opportunities for spot
sales in 2017. Some market players are talking about a
gradual improvement in USA rail and port capacity in 2018.

Real GDP growth

—Emerging market and developing economies

Source: IMF, World Economic Outlook (April 2019); 2019- 2024 forecast

World

2015 2020 2025

But as long as no fundamental revamping is in sight, “fine-
tuning” will continue to be the order of the day. For exam-
ple, Contura Energy and Corsa Coal reported their plans
to handle more exports through New Orleans, and they
have found opportunities for additional exports of metallur-
gical coal to the Atlantic market in the combination of rail
operators and multiple terminals.




Export/Import

Coal exports from the United States increased by 19% in
comparison with 2017 to 105 million tonnes in 2018. They
break down into 57% coking coal and 43% steam coal.
Steam coal exports rose by 29%, coking coal exports by
12% in 2018. The export quota in 2018 came to 15.3% fol-
lowing 12.5% in the previous year (Table T19). American
coal was exported primarily by sea (100 million tonnes); a
small part went overland to Canada (5 million tonnes).

Exports USA 2018

LB-T17

After several years of decline, the export balance has risen
since 2017 and reached 93% in 2018.

Import-Export Balance USA (Seaborne)

LB-T18

Of the seaborne steam coal exports from the United States
of 48.1 million tonnes, 36% in 2017 and 29% in 2018 went
to the European Union, 20% of it to Germany. The remain-
ing good two-thirds went to South and North America as
well as to Asia, whereby 32.4% of the USA’s steam coal
exports went to India (15.6 million tonnes) and 12.1% went
to South Korea (5.8 million tonnes). Mexico (4.3 million

tonnes) accounted for 9%, Japan (4.0 million tonnes) for
8%. As in the previous year, many extreme relative
changes among the purchasing countries were especially
striking. Japan’s imports of steam coal from the USA rose
by 63% (previous year +332%), India’s imports increased
by 53% (previous year +181%) and imports to South Korea
were 10% higher (previous year +417%).

In this respect, the USA currently does not appear to be a
swing supplier for the Asian, especially for the Indian mar-
ket. However, it remains to be seen what the situation will
be like after the major price slump at the beginning of the
year. In addition, the advantages of selling low-priced coal
with high sulphur content, especially to Europe, will not be
permanent. The increase in US exports in 2016 was at-
tributable in large part to this factor. Initially, the discounts
were in the vicinity of US$1.20/tonne; they later rose to
around US$15 and reached a high of around US$20 by the
end of 2017. In 2018, the number of north-west European
buyers mixing high-sulphur US coal with low-sulphur Rus-
sian material increased. The discount fell again to
US$2.50/tonne in 2019. There are reports that the terms of
some supply contracts are due to expire at the end of 2019.

Turkish electricity producers are continuing their efforts to
have the Turkish government reform import regulations to
allow the import of steam coal with a sulphur content of 3%.
This would enable the USA to export additional quantities
of steam coal to Turkey.

The European Union was also an important destination,
accounting for 31% (15.8 million tonnes) of the seaborne
coking coal exports (51.6 million tonnes). The remaining
volumes were shipped to South and North America, includ-
ing Brazil (7.6 million tonnes; 15%), and to Asia, including
Japan (5.4 million tonnes; 10%), India (5.1 million tonnes;
10%) and South Korea (2.6 million tonnes; 5%). Ukraine
received 8% (4.2 million tonnes).
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Key Figures USA

2016
Mill. t
Hard Coal Production 661
Hard Coal Exports 55
» Steam Coal 18
« Coking Coal 37
Hard Coal Imports
Imports Germany
» Steam Coal
« Coking Coal
Export Ratio 8,3%
Source: Various and own calculations
LB-T19

2017
Mill. t
703
88
38
50

12,5%

15,3%

CANADA

General

_ f Canada is a midsize min-
= ing country and an im-

portant coking coal ex-
porter by sea. The major
part of production and ex-
port mines is located in
British Columbia and Al-

berta.

According to the IMF, Canada’s gross domestic product in-
creased by 1.8% in 2018 (WEO, April 2019). An increase
of 1.9% is projected for 2020. This would put per capita
GDP at US$46,420, significantly above the world average
of US$11,570. The IMF expects the consumer price index
to decline from 2.2% in 2018 to 1.9% in 2020. The foreign
trade deficit as a percentage of GDP will rise from -2.6% in
2018 to -3.1% in 2019.

According to the most recent Report on Energy Supply and
Demand in Canada of 2017, primary energy production in
Canada rose by 5.0% to 708 million TCE in 2017. In the
previous year 2016, the increase was 3.1%. In 2017, crude
oil had the greatest share in primary energy production
(46.4%) in Canada, followed by natural gas (34.4%), pri-
mary electric power generation (i.e. hydroelectric power
and nuclear energy; 9.0%) and coal (6.4%).

Hydropower accounted for 65.9% of electricity generation
in 2017 while nuclear power contributed 14.8%. Natural
gas had a share of 8.6%, coal a share of 8.7%. Unlike other
hard coal producers, Canada does not rely primarily on
coal for electric power generation, but on the abundantly
available hydroelectric power. To this extent, it is easier for
the Canadian government to prepare plans for an exit from
coal. .
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Canada will introduce two CO:2 taxes in 2019 to reduce
greenhouse gas emissions; they will become effective as
of July 2019. However, they will not be levied on CO2 alone,
but on all greenhouse gas emissions, which will be recal-
culated as CO.. For one, a “fuel tax”, paid by producers
and traders of fossil fuels such as petrol or coal, will be
introduced. It is based on the quantities of greenhouse
gases that the use of their energy will later cause. The tax
for CO2 has been set initially at C$20/tonne (about
€13/tonne). It will rise annually by C$10/tonne until it
reaches the level of C$50/tonne in 2022. To avoid any bur-
dens on consumers, the Canadian provinces will disburse
90% of the revenues from this tax to private households.

—Emerging market and developing economies

Real GDP growth

World
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Source: IMF, World Economic Outlook (April 2019); 2019- 2024 forecast

The second tax is the “climate gas tax.” It has been set at
the same amount as the “fuel tax” and will be levied on all
other companies. The benchmark for the tax is 80% to 90%
of the average emissions of a specific company’s industry.
The tax becomes due whenever a company’s emissions
exceed this mark. If a company’s emissions remain below
the benchmark, it will receive a credit note. Four of the ten
Canadian provinces have implemented the regulation un-
der protest. They fear it will have a negative impact on busi-
ness. Saskatchewan and Ontario are taking legal action to
stop the tax.
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For some time now, the Canadian government has been
pursuing the goal of either decommissioning all 17 coal-
fired power plants in the country by 2030 or converting
them to natural gas or reducing emissions through CCS or
CCuU

Production

The production of steam coal and coking coal in Canada in
2018 amounted to 54.6 million tonnes and was 11.9%
lower than in 2017.

Infrastructure

In February 2019, it became known that the Port of Van-
couver had revoked a project permit for a coal export ter-
minal in the Fraser Surrey Docks. The project had been
approved for the first time in 2014. The plan was for a fa-
cility with annual transshipments of more than four million
tonnes of coal, most of which would come from the USA by
rail. The port justified its decision by stating that the opera-
tors of the project had not fulfilled the conditions attached
to the project.

The Ridley Terminal is of great importance for the trans-
shipment of metallurgical coals in north-eastern British Co-
lumbia and still has potential for the expansion of its capac-
ity. However, Ridley is the only state-owned terminal in the
Prince Rupert port. Previous attempts to privatise the ter-
minal during economically more difficult times were unsuc-
cessful. So it is somewhat surprising that the government
of Prime Minister Justin Trudeau has picked up this idea
again just now as the terminal, following the investment of
substantial funds, returned to profitability last year.
Throughput was increased by 94% and revenue by 45%.

Exports

Canadian exports of 30.9 million tonnes break down into
0.7 million tonnes of steam coal and 30.2 million tonnes of
coking coal. Overall, exports remain at a stable level. They
rose by 0.5 million tonnes (1.6%) over 2017. While steam
coal exports fell by 65% to no more than 0.7 million tonnes,
the significantly higher coking coal exports rose by 6.3% to
30.2 million tonnes.

The quantities of steam coal imported in 2018 fell to 3.4
million tonnes while imports of coking coal rose to 4.2 mil-
lion tonnes. A total of 7.6 million tonnes was imported, 2.7%
more than in the previous year. The rise in coking coal of
10.5% was even more substantial.

The bottom line is an export balance in the amount of 23.3
million tonnes, 1.3% over the level of the previous year (LB-
T20).

The largest purchasers of coking coal were Japan (7.4 mil-
lion tonnes; +10.4%), South Korea (5.4 million tonnes;
+5.7%), India (4.1 million tonnes; +34.2%), the People’s
Republic of China (3.1 million tonnes; -32.0%), Taiwan (1.5
million tonnes) and Brazil (0.9 million tonnes).

Export/Import Balance Canada

LB-T20




In absolute terms, exports of steam coal are not very high,
so there can easily be extreme changes in the destinations
in relative terms. This was again the case in 2018. Ship-
ments to South Korea fell by 44.5% to 0.3 million tonnes
while shipments to Japan tended towards zero after 0.5
million tonnes in the previous year (-99.7%).

1.6 million tonnes, exclusively coking coal, were exported
to Germany.

Key Figures Canada

2016 2017
Mill. t  Mill. t

Hard Coal Production” 61,0 62,0
Hard Coal Exports 30,2 30,4

2,2 2,0

28,0 28,4
Imports Germany 1,5
« Coking Coal 1,5 1,5
Export Ratio 50% 49%
" Incl. hard lianite
Source: IHS Markit/DESTATIS/Own calculations
LB-T21

POLAND

General

land’s real gross domestic
product increased by 5.1%
in 2018 (WEO, April 2018).
An increase of 3.8% is pro-
jected for 2019 before
growth slows to 3.1% by
2020. Per capita GDP in 2018 will presumably amount to
US$15,630, above the world average of US$11,570, but
significantly below the average for developed national
economies of US$48,610. Real economic growth, on the
other hand, is well above the average of the developed
economies (2018: 2.2%) and currently still above the global
average of 3.6%. The IMF expects the consumer price in-
dex to increase from 1.6% to 1.9% by 2020. The foreign
trade deficit as a percentage of GDP will rise from -0.7% in
2018 to -1.5% in 2020.

In 2018, hard coal accounted for 47.6% of Polish electricity
generation, lignite for 29.2%, renewables for 13.9% (of
which wind power 77%, biomass 4.8% and hydropower
1.2%), natural gas for 6.5% and other fossil fuels for 3.0%.
Coal’s share of 77% thus accounts for a good three-quar-
ters of electricity generation.

In November 2018, the Polish Ministry of Energy intro-
duced into the public debate a bill entitled “Energy Policy
of Poland until 2040” (EPP2040). It expressed the political
will to add the nuclear option to the power generation port-
folio as part of the government's programme. The final ver-
sion of the bill EPP2040 was made public in May 2019. Ac-
cording to this plan, 6 GW to 9 GW of nuclear energy ca-
pacity are to become available by 2040. The first six reac-
tors, each with a capacity of 1 GW to 1.5 GW, are sched-
uled for completion at intervals of two years by 2033.
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The Ministry of Energy estimates the costs at around €4.66
million/MW and would like to find strategic partners who will
cover around 30% of the investments; ideally, these part-
ners should be able to contribute the required technical
know-how. Within this framework, a bilateral agreement on
cooperation in the peaceful use of nuclear energy between
Poland and the United States was signed in June 2019.
The EPP2040 also provides for the creation of new coal-
fired power plant capacities of 2.5 GW by 2020 and of 3.4
GW by 2035. Two hard coal-fired units of 900 MW each in
Opole will presumably go online in 2019. A hard coal-fired
unit in Jaworzno in southern Poland will follow in 2023. The
construction of the hard coal-fired unit Ostroleka C is

—Emerging market and developing economies

Real GDP growth
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Source: IMF, World Economic Outlook (April 2019); 2019- 2024 forecast

nearing financial conclusion. Although the share of coal
would fall to 60% while the share of renewables would rise
to 27% by 2030, the contribution of coal would remain al-
most constant in absolute terms.

Production

According to information from the Polish Mining Chamber
of Industry and Commerce, eight companies produce hard
coal in Poland. The largest are Polska Grupa Gérnicza
(PGG) with production of 29.7 million tonnes in 2018 cor-
responding to 47% of Polish coal production followed by
Jastrzgbska Spdtka Weglowa (JSW) with production of 15




million tonnes corresponding to 24% (10 million tonnes of
which are coking coal), Lublin Coal Bogdanka Inc (produc-
tion of 9 million tonnes; 14%) and Weglokoks Kraj Ltd Co.
(production of 2.45 million tonnes; 4Fourteen companies or
parts of them are under the umbrella of the Mines Restruc-
turing Company Inc. In 2018, 63.4 million tonnes of hard
coal were mined, of which 51.3 million tonnes were steam
coal and 12.1 million tonnes were coking coal, a decline of
3.2% over 2017. In Q1 2019, 15.5 million tonnes were pro-
duced.

There is increasing awareness in Poland of the difficult, in
particular geologically problematic, position of the hard
coal mining industry in Upper Silesia. There are virtually no
more reserves in this region that can be mined profitably.
The last rescue plan for the Polish hard coal mining indus-
try ultimately provided solely for a change of ownership
(besides a few closures and the establishment of a restruc-
turing company, see above) that imposed the obligation to
invest in hard coal mining on the Polish electricity genera-
tors. The possibility or even the willingness of these com-
panies to invest in hard coal mining, however, appears to
be very limited at this time. In consequence, investments
in the Polish coal industry remain inadequate.

The Polish government plans to invest in a new PGG hard
coal mine in Katowice. The investment volume for the
Imielin North project is estimated at around US$400 mil-
lion. The recoverable reserves are estimated at around 60
million tonnes. However, the project could still fail because
of protests by local citizens and increasingly uncertain fi-
nancing prospects.

In March 2019, the two Polish mining companies PGNiIiG
(Qil) and PGG signed an agreement regarding methane
separation from hard coal seams. Related work is being
launched on the Ruda Ruch Bielszowice coal mine site.

Poland’s Steam Coal Exports

LB-T22

The mining company JSW hopes to be able to mine its new
Bzie-Debina 1-Zachdd coal deposit in 2022 after receiving
the required permit from the Ministry of the Environment in
May 2019. The deposit with around 71 million tonnes of
coal reserves is a key element in JSW’s plans to export
more coking coal to Asia.

Polish coke production rose by 11% from 9.1 million tonnes
in 2017 to 9.2 million tonnes in 2018 and is at the same
level as Germany. Poland was for many years the largest
coke producer in Europe before being overtaken by Ger-
many in 2017.

Export and Import

For many years, Poland was a net exporter of hard coal,
but this situation has changed a number of times in the re-
cent past. In 2014, Poland was a net importer, but in 2015
and 2016 a net exporter. Poland has been a net importer
again since 2017. In 2018, imports increased by 49% to
19.7 million tonnes (of which 16.2 million tonnes were cok-
ing coal) while exports fell by 28% to 5.1 million tonnes.

Of the steam coal imports, 12.5 million tonnes (79.1%)
come from Russia, 8.0% from Colombia and 6.1% from the
USA. Poland imported steam coal from the USA for the first
time again in 2015.
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Coking coal imports in the reporting period, as in the previ-
ous year, totalled 3.5 million tonnes: 60.4% imported from
Australia, 17.0% from Russia and almost 16% each from
the USA and Mozambique. Of the imported anthracite (0.4
million tonnes), 97.7% came from Russia.

In mid-April 2019, former Deputy Prime Minister and former
Economics Minister Janusz Steinhoff expressed the opin-
ion that Poland would be dependent on higher imports from
Russia in the future if no new mines were developed.

Polish hard coal exports in 2018 fell by 28.2% to 5.1 million
tonnes. The largest customers for steam coal were the
Czech Republic with 0.7 million tonnes and Slovakia with
0.3 million tonnes. Exports to Germany amounted to 0.2
million tonnes, a decline of 83%.

Poland’s Coking Coal Exports

2017 2018
Mill. t Mill. t

Change
over PY
Total

of which:

Czech Republic

Source: IHS, DESTATIS
LB-T23

Poland’s coking coal exports in 2017 increased by 6.9% to
2.94 million tonnes. A major part of the coking coal went to
the Czech Republic (1.62 million tonnes). Exports to Aus-
tria rose by 78.9%, a very substantial increase amounting
to 0.7 million tonnes. Further quantities went to Ukraine
and Hungary.

As in the previous year, coke exports amounted to 5.8 mil-
lion tonnes. Around 1.5 million tonnes went to Germany.

Key Figures Poland

2016 2017
Mill. t Mill. t
Hard Coal Production 70,4 65,5
Hard Coal Exports 9,3 71
6,8 44
2,5 2,7
Coke Exports 6,0 5,8
Hard Coal Imports 8,3 13,2 19,7
Imports Germany 3,7 2,6
» Steam Coal 2,4 1,2 0,2
» Coking Coal 0,0 0,0 0,0
» Coke 1,3 1,4 1,5
Export Ratio 22% 20% 17%
(coke converted into coal)
" provisional ? Including anthracite coal
Source: Various analyses
LB-T24

2018"
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PEOPLE’S REPUBLIC OF CHINA 2019. This would put per capita GDP at US$10,150, just
under the world average of US$11,570.

General

The IMF expects the consumer price index to increase
According to the World  from 2.1% to 2.5% by 2020. The foreign trade surplus as a
Economic Outlook ofthe  percentage of GDP will decline slightly from +0.4% in 2018
IMF of April 2019, the  to +0.3% in 2020. Of all the economies analysed by the
gross domestic product  IMF, China's growth rate is second only to that of India. The
of the People’s Republic ~ dominant topic remains the weakening effect on the econ-
of Chinarose by 6.6% in  omy (which is also of importance for the global economy)
2018. An increase of  resulting from the trade conflict between China and the US.
6.3% is projected for

Real Growth in Gross Domestic Product

% Real GDP growth

——China, People’'s Republic of —Advanced economies

—Emerging market and developing economies World
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4
2 \ /\
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0
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4 Source: IMF, World Economic Outlook (April 2019); 2019- 2024 forecast
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Weaker import demand is expected for China. The Chinese
government's containment of the shadow economy is also
dampening growth. Finally, declining credit growth and
lower fiscal incentives are also having the effect of weak-
ening growth.

In terms of the Chinese PEC, coal accounted for 59% of
the total in 2018. This represents a decline of 1.4% over
2017. This means that the share of coal in the Chinese
PEC has slipped below the 60% mark for the first time.
China continues to move along the path set by the 13" five-
year plan, which foresees a reduction of the share of coal
in the PEC to below 58% by 2020. In absolute terms, how-
ever, coal consumption has risen for the second time in a
row after 2017. In the period 2014 to 2016, coal consump-
tion was on the decline.

According to the National Bureau of Statistics of China,
Chinese electricity generation rose by 8.2% to 6,791 TWh
in 2018. The BP Statistical Review of World Energy 2019
indicates that renewable energy sources grew most
strongly (+28.8%) and accounted for 8.9% of total electric-
ity generation (3" place). Nevertheless, hard coal- and lig-
nite-fired power plants continue to dominate the field with
a combined share of 66.5%. Compared with the previous
year, their share of electricity generation increased by
6.5%. Hydropower ranked second (share: 16.9%); its con-
tribution increased by 3.2%. The contribution from nuclear
power plants rose by 18.7%, but their share of electricity
generation was only 4.1%. The use of natural gas in elec-
tricity generation grew by 10.3% and covered 3.1% of elec-
tricity generation.

Crude steel production rose by 6.6% and pig iron produc-
tion increased by 8.5% in 2018. The efforts of the Chinese
government to curb the massive growth of the steel indus-
try continue to face major challenges as steel production
reached a new record high after an increase by 9.5% in Q1
2019.

Electricity/Crude Steel/Pig Iron
Production PR China

LB-T25

Since 2016, steel production capacity has been reduced by
150 million tonnes and so-called "zombie" companies have
been finally closed. In May 2019, the McCloskey Coal Re-
port reported that China was restructuring its steel industry.
Media reports indicate that the government intends to
tighten restrictions on the exchange of steel capacities be-
tween companies (“swaps”) after it was discovered that the
provincial governments had authorised illegal capacity in-
creases disguised as capacity exchanges.

Production

The National Bureau of Statistics of China reported that
hard coal production increased by 2.9% from 3.45 billion
tonnes (2017) to 3.55 billion tonnes in 2018 and returned
to the level of 2015 (3.54 billion tonnes).

Production is highest in Inner Mongolia (926 million tonnes)
where it grew at an above-average rate of 5.3%. It is fol-
lowed by Shanxi (893 million tonnes; +4.6%) and Shaanxi
(623 million tonnes; 9.3%). Although production of 190 mil-
lion tonnes in Xinjiang Province is significantly smaller, it is
still considerable on a global scale. The largest increase in
capacity (13.8%) occurred here. In the other major mining
provinces of Guizhou, Shandong, Anhui and Henan, pro-
duction declined in 2018 (LB-T26). The focus on large and




efficient mines and the closure of older and unsafe mines
does not affect the regions in equal measure. The Chinese
government is therefore endeavouring to promote struc-
tural change in the old mining regions.

Coal Production in the Largest Mining

Provinces in PR China

LB-T26

According to the National Energy Administration (NEA),
Chinese coal mining capacity increased by 194 million
tonnes (+5.7%) in 2018. Capacity at the end of 2018 was
3.5 billion tonnes per year. One billion tonnes of new coal
capacity per year has been approved and is under con-
struction and capacity of 370 million tonnes per year is in
trial operation. In addition, the NEA has approved a further
seven coal mining projects with a total annual capacity of
22.5 million tonnes since the beginning of 2019.

Nevertheless, according to the NEA, the number of coal
mines in China fell by 534 from 3,907 in 2017 to 3,373 in
2018. This was due to the government-initiated closure of
smaller and inefficient mines, particularly in the eastern
parts of China.

China's policy to close inefficient and unsafe production ca-
pacities must have been largely completed by now. At the
same time, new and efficient production capacity has been
built, a situation that has enabled Chinese coal production

to continue to grow. If China now manages to solve logisti-
cal problems and to improve transport links between the
producing regions and the main demand centres, an ex-
pansion in the availability of domestic supply must be ex-
pected. This would put pressure not only on domestic coal
prices, but on the world market as well.

A repetition of the price pressure from 2015 still appears
unlikely at present. Activities to throttle production can al-
ready be observed. Several mines in Shanxi, Shandong,
Hebei and Heilongjiang, which normally operate 24 hours
a day, have reduced working hours to 16 hours a day (ac-
cording to industry sources) to comply with the April 2019
State Administration of Coal Mine Safety requirements. It
is premature at this stage to assess whether this will lead
to support for international coal prices.

Infrastructure

In the current economic environment with — by Chinese
standards — rather moderate economic growth, the Chi-
nese government is boosting the domestic economy with a
gigantic infrastructure program. A better connection with
consumption centres is particularly important for serving
the domestic coal market. To this end, China is massively
expanding its rail logistics. The following existing rail con-
nections will be significantly expanded over the next few
years:

e  The Thangu Line (east-west link in north-eastern
China) from currently around 75 million tonnes
per year to 150 million tonnes per year by 2020;

e  The Ningxi Line (east-west link in eastern China)
from currently 24 million tonnes per year to 75
tonnes per year by 2021; and
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e  The Wari Line (east-west link in eastern China)
from currently 35 million tonnes to 40 million
tonnes per year to 100 million tonnes per year by
2025.

The Menghua-Line, a north-south link, is a completely new
construction project with an annual transport capacity of
around 200 million tonnes and is expected to be opera-
tional by 2020.

Import/Export

China is included in the Country Reports because the
country was once a major export country. In 2018, China’s
gross export quota amounted to only 0.42%, however. Coal
exports amounted to 4.9 million tonnes. Coke exports still
amounted to 9.9 million tonnes (LB-T27).

The largest shipments of steam coal in 2018 went to Japan
(1.0 million tonnes) and South Korea (0.7 million tonnes).
North Korea received 0.4 million tonnes of coking coal in
2018 and 0.2 million tonnes went to Japan; only 0.1 million
tonnes were shipped to South Korea. Coke shipments to
India amounted to 2.1 million tonnes, shipments to Japan
came to 1.5 million tonnes and Malaysia received 1.1 mil-
lion tonnes.

Import/Export Development PR China

LB-T27

Chinese imports of hard coal fell by 2.2% in 2018 after in-
creasing by 5.2% in the previous year and amounted to
186.4 million tonnes. Imports of steam coal rose by 3.0%
while imports of coking coal fell by 5.2%.

The largest import quantities for steam coal in 2018 came
from Australia (49.8 million tonnes). Second place was held
by Indonesia (48.1 million tonnes), which also supplied
80.7 million (metric) tonnes of lignite. Coking coal was im-
ported primarily from Australia (39.4 million tonnes) and
Mongolia (27.7 million tonnes).

The Chinese planning authority NDRC has been employ-
ing various instruments to intervene in the market for sev-
eral years. Their interventions have not always been suc-
cessful from their own point of view. In every instance, how-
ever, these decisions have had serious consequences for
the international coal trade. After Chinese supply policy led
to price pressures in 2015, there was a change in the way
of thinking in 2016: now attempts were made to support
prices and to stabilise them within a certain range. In 2018,
regulatory interventions and import restrictions were imple-
mented at a number of Chinese seaports. The port trans-
shipment period was limited in April 2018, and import re-
strictions followed in October 2018. At the beginning of
January 2019, these measures were revoked. But imports
of Australian coal in particular continued to be hampered.
A connection with a trade conflict cannot be dismissed out
of hand. Even in March 2019, China's imports of Australian
steam coal were still limited. They remained stable com-
pared to the previous month while imports from Indonesia
and Russia increased. Despite continuing restrictions, im-
ports from Australia increased by 33% in May 2019 over
April. Coking coal contributed to this increase with growth
of 22%, steam coal with an increase by 50%.




Key Figures PR China "
2016

Hard Coal Production
Hard Coal Exports
» Steam Coal
of which anthracite
» Coking Coal
Coke Exports
Hard Coal Imports
» Steam Coal
» Coking Coal
 Anthracite
Imports Germany
» Steam Coal (incl. Anthracite)
» Coke
Export Ratio 0,56% 0,47% 0,42%
(coke converted into coal)
K Excluding lignite
Source: Various analyses, IHS Markit
LB-T28

VIETNAM

General

According to the country infor-
mation portal of GIZ, Vietham is
comparable with Germany in terms
of population and land area. After
the long war, Vietnam has experi-
enced a rapid upswing since 1986
following the introduction of the
market economy reforms (“ddi
maoi”). The socialist economy of
communist Vietnam has undergone excellent develop-
ment, and the single-party state Vietnam has succeeded in
transforming itself from one of the world’s poorest countries
into an internationally recognised, aspiring emerging econ-
omy. According to the IMF, gross domestic product in-
creased by 7.1% in 2018 (WEO, April 2019). An increase
of 6.5% is projected for 2019. This would mean per capita
GDP of US$2,730, still substantially below the world aver-
age of US$11,570. But per capita GDP would also be be-
low the level of developing and emerging countries of
US$5,420 and that of the ASEAN 5 countries (Indonesia,
Malaysia, Philippines, Thailand, Vietnam) of US$4,560.

Growth in 2019, on the other hand, is significantly stronger
than the level of the developing and emerging countries
(4.4%) and even of the ASEAN 5 countries 5.1%. The
country is one of the most dynamic in Asia.

The IMF expects the consumer price index to decline from
3.5% to 3.3% by 2020. The foreign trade surplus as a per-
centage of GDP will decline slightly from +3.0% in 2018 to
+2.6% in 2020.
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In 2018, Vietnam is in 69" place out of 190 countries in the
Ease of Doing Business Index, ranks 77" (previous year
55™M) out of 140 countries in the Global Competitiveness In-
dex 2018 and is 117" out of 180 countries in the Corruption
Perceptions Index 2018.

According to preliminary data from the country's General
Statistical Office (GSO), electricity generation in Vietham
grew by 12% year-on-year in 2018. GSO does not publish
a breakdown of the fuel mix. The state-owned power utility
Vietnam Electricity (EVN), however, reported that coal ac-
counted for 41% of the generation mix in 2018.

Vietnam has become a hot spot for energy investors, who
will spend up to US$150 billion over the next decade to
meet rising energy demand. Coal is likely to dominate de-
spite the government's efforts to pursue a “green” environ-
mental policy (Reuters, 24/05/2019). The Vietnamese gov-
ernment predicts that with a population of 100 million and
an annual GDP growth of around 7%, the power plant ca-
pacity will have to increase from the current 47,000 MW to
60,000 MW by 2020 and to 129,500 MW by 2030. If it is to
achieve these targets, Vietham must add more than its
neighbour Thailand's total installed capacity by 2025, and
its electricity sector is likely to be larger than that of Great
Britain by the mid-2020s.




Vietnam's coal consumption grew by 75% between 2013
and 2017, faster than in any other country in the world, ac-
cording to a research report on Vietnam by the Ash Center
of the Harvard Kennedy School.

The country's current Power Development Plan (PDP 7)
focuses on coal to meet additional energy demand. “One
of Vietnam's priorities is the development of renewable en-
ergy sources to reduce progressively dependence on tra-
ditional power sources and to protect the environment,”
said Deputy Minister of Industry and Trade Cao Quoc Hung
in a statement published on the Ministry's website in May
2019. The Ministry of Industry and Trade has begun to pro-
vide incentives for renewable energies, which have so far
played only a marginal role in the Viethamese energy sec-
tor.

Key Figures Vietnam

LB-T29

A legislative bill foresees that Vietnam Electricity (EVN),
the state-owned utility responsible for the country's entire
electricity production, will pay feed-in tariffs of between
6.67 and 10.87 US cents/kWh for solar projects, 8.5 US
cents/kWh for onshore wind farms and 9.8 US cents/kWh
for offshore wind farms.

According to the GSO, steel production increased by 34%
from 1.51 million tonnes in May 2018 to 2.02 million tonnes
in May 2019. Cement production also increased. It

amounted to 8.8 million tonnes in May 2019 and grew by
9% compared with May 2018.

Export

Like China, Vietnam is included in the Country Reports be-
cause the country was once a major export country. Owing
to its strong economic growth, however, Vietnam'’s exports
in recent years have continued to decline while domestic
consumption and imports have risen.

In 2018, imports rose sharply from 14.0 million tonnes to
23.5 million tonnes. This was offset by exports of around
1.7 million tonnes. The export ratio rose slightly to 3.9%.
The primary suppliers of import coal are Australia and In-
donesia, whereby the steam coal comes primarily from In-
donesia (11.7 million tonnes). Australia supplied coking
coal (a total of 3.9 million tonnes) and steam coal (3.1 mil-
lion tonnes). Imports from Russia were primarily steam
coal (1.8 million tonnes). Canada also supplied 1.2 million
tonnes of coking coal.
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World Energy Consumption by Energy Source and Region in Mill. TCE

Energy Source

Oil

Natural Gas

Nuclear Energy
Hydroelectric Power
Hard Coal and Lignite
Miscellaneous and Renewable
Energies

Total

Primary Energy Consumption Share in %
Consumption Regions 2017

North America
Asia/Australia
European Union
CIS

Rest of World

Total 100,0

Mill. TCE
Coal Consumption g . : b b i 5.332
(Hard Coal and Lignite)

Share in %
Consumption Regions 2017

North America
Asia/Australia
European Union
CIS

Rest of World

Includes commercially traded energy sources only
Source: BP Statistical Review of World Energy 2018
Table 1
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World Hard Coal Production/Foreign Trade” Mill. t

2013 2014 2015
Production Export Import [Production Export Import |Production Export Import

Germany
France
Great Britain

Spain ?

Poland

Czech Republic
Romania/Bulgaria
Rest of EU 28

EU 28

Russia
Kazakhstan

Designated Countries

Designated Countries
South Africa

Indonesia ¥
Designated Countries

Rest of Asia

Remaining countries/
Statistical difference

1.237 1.237 1.272 1.272

") Domestic and seaborne trade ? Production incl. “Lignito Negro”
% Indonesia: Production incl. dom. lignite consumption, but excluding lignite exports
Sources: Statistics from Kohlenwirtschaft, ECE, IEA, statistics of the importing and exporting countries, own calculations

Table 2
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Mill. t World Hard Coal Production/Foreign Trade”

2016 2017 2018
Production Export Export Import |Production Export Import

44|Germany
13|France
9|Great Britain

20|Poland
2|Czech Republic
5|Romania/Bulgaria
59|Rest of EU 28

OO O W U1 OO oo

25|Russia
1|Kazakhstan

19|Ukraine

45|Designated Countries

0|Colombia
4|Venezuela
17|Designated Countries

0[South Africa

O|Australia
221|India
186|PR China

)

0]indonesia °
597 | Designated Countries

351|Rest of Asia

166|Remaining countries/
Statistical difference

1.344|World

Table 2

EREIQDER

OHLENIMPORTEURE




90

Hard Coal Seaborne Trade"

2013 2014 2015
Coal Steam Coal Total Coal Steam Coal Total Coal Steam Coal

Indonesia
Poland

incl. Venezuela

Importing Countries/
Regions Coking Coal Steam Coal Total | Coking Coal Steam Coal Total | Coking Coal Steam Coal
43 233 70 43 222

Europe 2, of which
EU 28

Asia, of which
RETEN]
South Korea
Taiwan
PR China
Hong Kong
India

Latin America

Other/
Statistical Difference
PCI coal included in

3)
863
Figures excl. overland traffic
K Rounding-off differences possible, coking coal exports from Australia and Russia, including PCI coal,
Zincl, neighbouring Mediterranean countries, 9 coking coal exports from Australia and Russia, including PCI coal
Assessment of various sources

Table 3

Mill. t

Total

Total




Mill. t

2017 2018

Coal Steam Coal

2016
Coking Coal Steam Coal Total

201 208
48

75 81

1

4

80

343

0

129

13

Total

2017 2018

Coking Coal Steam Coal

2016

Coking Coal Steam Coal Total

Total

906

Table 3

Coal Steam Coal Total

Coking Coal Steam Coal Total
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Hard Coal Seaborne Trade "

Exporting Countries

386|Australia
100(USA
81|South Africa
30|Canada
5|PR China
82|Colombia
343(Indonesia

167|Russia

incl. Venezuela

Importing Countries/
Regions

205|Europe ?, of which

Japan
South Korea
Taiwan

PR China
Hong Kong
India

steam coal ¥

1.210|Total
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World Coke Production "

Country/Region

Europe

of which:
Germany
Poland

Russia
Ukraine
North America

Africa

Middle East
(including Turkey) R

PR China 441.620
NETE 34.700
South Korea

Taiwan

Vietnam

Indonesia

WORLD Total

") 2018 in part estimated
Source: CMR
Table 4

431.400




Exporting Countries

Atlantic Suppliers

USA (East Coast)
South Africa

Colombia
Venezuela "
Poland "

Czech Republic
Russia

Pacific Suppliers
Australia
Indonesia

PR China "
Russia (East Coast)

Vietnam/Anthracite "

Germany
Data in rough ranges

Grades of Steam Coal Traded on World Market

Volatile
%

Fine Coal
Particles %

" Currently limited representation only on German market Sources: Cf. Table 6
Table 5

Grinding Hardness | Calorific Value
kcal/kg

6000-7200
5400-6200
5000-6500
6500-7200
5700-6900
6700-7100
5500-6200

5900-6900
3700-6500
5900-6300
5500-6800
5100-6800

6600-7100
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Grades of Coking Coal Traded on World Market

Exporting Countries/ Volatile Bound Moisture| Sulphur | Phosphorus | Crucible Swelling Number
Grades % % % FSI

Low Volatility

Australia/NSW 0.38-0.40 0.03-0.07
Australia/QLD 0.52-0.70 0.007-0.06
Canada . 0.30-0.60 0.04-0.06
USA 0.70-0.90 WE]

Medium Volatility

Australia/NSW : 0.38-0.39 0.04-0.06
Australia/QLD 2-2. 0.38-0.90 0.03-0.055
Canada : 0.30-0.55 0.03-0.07
USA : 0.95-1.10 n/a
Poland® 7-1. 0.60-0.80 n/a

PR China® 3-1. 0.35-0.85 0

High Volatility

Australia/NSW A4-3. 0.35-1.30 0.002-0.05
Australia/QLD . 0.50-0.70 0.02-0.04
Canada . 0.55-1.20 0.006-0.04
USA .9-2. 0.80-0.85 n/a
Poland 2 .8-1. 0.60-1.00 n/a

Germany . 0.01-0.04

Data in air-dry ranges
" Coke application mixture, 2 CSR value (coke strength under reduction) characterises the hot strength of the coke
after being heated to 1,100° C and subsequent gassing with CO , The CSR values attributed to the coal

are guide values only. 3 Currently limited representation only on German market
Sources: Australian Coal Report, Coal Americas, company information
Table 6
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Grades of Coking Coal Traded on World Market

Coke Strength Fluidity Contraction | Dilatation Reflection Macerals Minerals
CSR Value? max. ddpm max. % max. % mean % reactive %

500-2000 1.23-1.29
34-1400 1.12-1.65
10-150 1.22-1.35
30-100 1.30-1.40

200-2000+ 0-65 1.01-1.05

150-7000 (-)5-240 1.00-1.10

150-600 50-100 1.04-1.14

500-7000 50-100 1.10-1.50
n/a 30-120 n/a

100-4000 (-)10-60 0.69-0.83
950-1000+ 35-160 0.95-1.03
600-30000 50-148 1.00-0.95

18000-26847 150-217 1.00-1.10
n/a n/a n/a

30-3000 108-170 1.15-1.45

Table 6
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Hard Coal Exports from Australia

Importing Countries

Germany

France
Belgium/Luxembourg
The Netherlands
Italy

Great Britain
Denmark

Spain

Portugal

Sweden

Other

From 2013: EU 28

Israel
Turkey

Rest of Europe "
Europe )

Japan

South Korea
Taiwan

Hong Kong
India

PR China

Brazil

Chile

Other Countries

Total Exports

" Incl. countries bordering the Mediterranean
Source: IHS Markit/DESTATIS
Table 7

121.648
51.122
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Hard Coal Exports from Indonesia

Importing Countries

Germany

The Netherlands
Italy

Great Britain
Ireland

Denmark

Spain

Slovenia

Other

from 2013 EU 28

USA

Chile

Japan
South Korea
Hong Kong
Taiwan
\EIEWSES
Philippines

" From 2013 incl. lignite, from 2015 excl. lignite
Sources: Company information, own calculations
Table 8
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Germany
Belgium/Luxembourg
Italy

Great Britain

Romania
Other

from 2013 EU 28
Turkey

Europe

NETEN!
South Korea
Taiwan

PR China

Other Countries "

Total Exports

" 2008-2016 exports via Cyprus/Lebanon; part of these quantities were exported to unknown countries.
Sources: IHS/DESTATIS/2008-2017 company information, own calculations, seaports’ vessel tracking
database

Table 9
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Hard Coal Exports from the USA

Importing Countries

Germany
France
Belgium/Luxembourg
The Netherlands
Italy

Great Britain
Ireland

Denmark

Spain

Portugal

Finland

Sweden
Romania

Other

Rest of Europe”

Europe

South Korea
Taiwan
Other Countries

" Incl. neighbouring Mediterranean countries
Source: IHS Markit

Table 10
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Hard Coal Exports Colombia (Steam Coal Only) 1,000 t

Importing Countries

Germany

France
Belgium/Luxembourg
The Netherlands
Italy

Great Britain

Ireland

Denmark

Greece

from 2013: EU 28

Israel
Turkey

Europe”

Japan
Hong Kong

Other Countries

Total Exports

" Incl. countries bordering the Mediterranean
Source: IHS Markit/DESTATIS

Table 11
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Hard Coal Exports from the Republic of South Africa 1,000t

Countries

Germany

France
Belgium/Luxembourg
The Netherlands
Italy

Great Britain
Ireland

Denmark

Greece

Spain

Portugal

Finland

Other

from 2013: EU 28

Rest of Europe "
Europe

Japan

South Korea
Taiwan

Hong Kong
India

PR China

USA

Brazil

Other Countries

" Incl. neighbouring Mediterranean countries
Source: IHS Markit/DESTATIS
Table 12
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Hard Coal Exports from Canada

Importing Countries

Germany

France
Belgium/Luxembourg
The Netherlands
Italy

Great Britain
Denmark

Spain

Portugal

Finland

Sweden

Other

from 2013: EU 28

Turkey
Europe

Japan
South Korea

Other Countries
Total Exports

Source: IHS Markit, own calculations
Table 13
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Hard Coal Exports from PR China

Importing Countries

Germany

France
Belgium/Luxembourg
The Netherlands
Italy

Great Britain

OO O OO OO W

G 8
0 0
0 0
0 0
0 0
0 0
0 0
0 0
9 8

Hong Kong
India

\EIEWSES
Thailand

North Korea
Philippines
Brazil

Other Countries

Source: IHS Markit and others
Table 14
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Importing Countries

Germany
France

Belgium

The Netherlands
Italy

Great Britain
Ireland
Denmark

Spain

Portugal
Finland

Austria

Sweden

Czech Republic
Slovakia
Hungary

Other

From 2013: EU 28

Other Countries

Total Exports

Hard Coal Exports from Poland

Sources: IHS Markit, German Federal Statistical Office and own calculations

Table 15
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Hard Coal Imports of EU Countries — Imports Incl.
Domestic Trade of Member States

1,000 t

Germany
Belgium
Bulgaria
Denmark
Finland
France
Greece
Great Britain
Ireland

Italy

Croatia

The Netherlands
Austria
Poland
Portugal
Romania
Sweden
Slovenia
Slovakia
Spain

Czech Republic
Hungary

Other
EU 28 from 2013

European Cross-Border

Coke Trade

(Excluding Ukraine)

Source: EURACOAL/DESTATIS
Table 16
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Primary Energy Consumption in Germany

Energy Source

Hard Coal
of which import coal

Natural Gas

Nuclear Energy

Renewables

Foreign Trade Balance Electric Power
Other Energy Sources

Total"

Energy Source

Hard Coal
of which import coal
Lignite
Oil
Natural Gas
Nuclear Energy
Hydroelectric and Wind Power
Foreign Trade Balance Electric Power
Other Energy Sources

") Rounding-off differences possible
Sources: Arbeitsgemeinschaft Energiebilanzen, German Federal Statistical Office, own calculations
Table 17
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Coal Transshipments in German Seaports

North Sea Ports

Hamburg
Wilhelmshaven
Bremen Ports
Brunsbuttel
Nordenham

Total

Baltic Sea Ports
Rostock

Total Transshipment
Source: German Federal Statistical Office
Table 18a
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Coal Transshipments in German Inland Ports 2018 1,000 t

Shipping Region
Destination Port | Province Zuid-Holland" | Province Noord-Holland? | Province Antwerp

Duisburg 7 209 827 9 190 288
Mannheim 1173 990 2 429 958
Linen 1102 597 1158 270

296 569 1113 507

312795 . 960 700

420 181 947 071
Saarlouis 344 422 845913
Bottrop 561 452 : : 561 452
Bergkamen 273 518 : 413 143
Marl 25 886 . 302 054
Heilbronn 78 787 : 261 901
Leverkusen 200 530 : 224 706
Frankfurt am Main 121 253 : 202 262
Grosskrotzenburg 171 319 : : 171 319
Neuss 2674 136 566
Volklingen 93 258 . 113 963
Other 290 780 638 284
Total Transshipment 12 679 838 541 925| 19671 357

K Largest city: Rotterdam; 2 Largest city: Amsterdam
Source: German Federal Statistical Office
Table 18b
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Consumption, Import/Export and Generation of Power
in Germany

Gross Electricity Consumption
in TWh 606,5 605,0 592,2 596,3 597,0 598,7 595,6

Foreign Trade Electricity
in TWh
Exports
Imports

Balance (Export Surplus

51,2
650,7 653.6 646.8

Hard Coal

of which import coal R
Lignite
Natural Gas
Fuel Oil
Nuclear Energy
Hydroelectric/Wind Power

") Procurements of power plants

Sources: BDEW, Statistics of Kohlenwirtschaft, BAFA, AG Energiebilanzen, DIW, own calculations
Table 19
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European/international Prices

Steam Coal Marker Prices 1%S, CIF NW Europa
| 107,90 95,30 87,78| 67,45 68,53 98,38‘

83,99 71,75 66,11 60,79 61,91 87,09

Sources: IHS Markit (based on 7000 kcal/kg), translation into € based on ECB values for the year

Sea Freight Rates Capesize Units to Destination Ports ARA (Amsterdam, Rotterdam, Antwerp)

Australia (Queensland) US$/t 13,81 15,88 14,95 8,49 7,50 10,58
Colombia (Bolivar) US$/t 9,48 11,24 9,93 6,12 5,45 8,34
South Africa (Richards Bay) US$/t 8,00 9,12 9,02 5,03 4,42 7,35
USA (Hampton Roads) US$/t 9,78 11,36 10,32 6,45 5,78 8,69

Source: IHS Markit, own calculations
Table 20
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Germany — Energy Prices/Exchange Rates

Exchange Rates

€/US$

Source: Deutsche Bundesbank

Border-crossing Prices for Coking Coal and Hard Coal Coke — €/t

Imported Coking Coal 188,42 127,19 104,67 100,28 87,68 174,84 163,87
Imported Hard Coal Coke 258,72 204,88 193,66 187,04 159,82 256,34 271,61

Sources: from 2003 Federal Statistical Office, hard coal coke Federal Statistical Office

Border-crossing Prices for Hard Coal in €/TCE: Use in Power Plants

Value for Year

Source: BAFA Section 422 (border-crossing prices = CIF price ARA + freight German border)

Energy Prices Free Power Plant €/ TCE

Energy Source

Natural Gas
Heavy Fuel Oil
Steam Coal

Sources: BAFA, statistics from Kohlenwirtschaft, own calculations
Table 21
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Import of Hard Coal and Hard Coal Coke

2015 " 2016
Steam Coking
Countries Coal? Coal Coke Anthracite  Coke Briquettes

Poland 3.097 1 : 2.412
Czech Republic 566 (0] 392
Other 2.951 36 : 2.498
EU 28 6.614 37 : 0

Russian Federation 14.885 1.643
561 (0]

7.734 3179

0 1.316

Colombia 9.850 98
South Africa 3.225 175
Australia 118 5.619
PR China 16 (0]
Indonesia 4 49 31
Other Third Countries 188 234 302

Third Countries 36.581 12.313 36.815

-
©
(o)

16.194
621
6.647

10.691
1.809
520

~
O U110 OO0 OoOOoOOo

[{e)
~

43.195 12.350 42117

" Excluding Briquettes; ? Including anthracite
Sources: Federal Statistical Office, own calculations
Table 22




To Germany

2017

Steam Coking Anthra:

Coal Coal cite

1.211 1

159
2.466
3.837

34
35

17.605
171
5.773

1.783

3.362
1.481
6.423
1.429

142

201
5.493

0
124 544
31.667 12.864

35.504 12.899

Table 22

Steam
Coal

229
17
2.582
2.827

Coke Briquettes

17.224
73
6.263
13
3.755
870

8

0

28.471

114 51.414( 31.298

2018

Coking Anthra:

cite

Coke Briquettes

108 46.747

113
1,000 t

Countries

Poland

Czech Republic
Other

EU 28

Russian Fed.
Norway

USA
Canada
Colombia
South Africa
Australia

PR China
Indonesia
Other

Third Countries

EREIQDER

OHLENIMPORTEURE




114

The Hard Coal Market in Germany

Volumes and Prices 1957-2018
Quantities Prices
Imports of Hard Coal Domestic Production of Hard Steam Coal Domestic
and Coke t=t" Coal Tonnes Usable Production From Third Countries " Coal ?
Year Mill.t Year Mil.t]| Year Mil.t Year Mil. t| Year €/TCE Year €/TCE €/TCE Year

Figures: From 1991, incl. new German states; euro values rounded off

*Including anthracite and briquettes, ” Price free German border, ? Estimated breakeven price
Sources: German Federal Statistical Office, statistics from Kohlenwirtschaft, BAFA, own calculations
Table 23
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Members VDKi

Member Companies

AG der Dillinger Hiuttenwerke (ROGESA), Werkstrale 1, 66763 Dillingen/Saar,
Germany

Antwerp Port Authority, Zaha Hadidplein 1, 2030 Antwerp, Belgium
AVALON Trading LP, 272 Bath Street, Glasgow G2 4JR, Scottland
Bulk Trading S.A., Piazza Molino Nuovo 17, 6900 Lugano, Switzerland
Carbo One, 3 Krinou Street, The Oval 8th floor, 4103 Limassol, Cyprus

CMC Coal Marketing Company Ltd., Fumbally Square New Street,
Dublin DO8 XYAS, Irland

Currenta GmbH & Co. OHG, CHEMPARK, Geb. G11 222, 51368 Leverkusen,
Germany

DAKO Coal GmbH, Kdmpenstrasse 151, 58456 Witten, Germany

DB Cargo AG, RheinstralRe 2, 55116 Mainz, Germany

Douglas Services GmbH, Rohrbergstr. 23 b, 65343 Eltville, Germany
EnBW AG, Durlacher Allee 93, 76131 Karlsruhe, Germany

enercity AG, Ihmeplatz 2, 30449 Hannover, Germany

Enerco bv, Keerweg 2, 6122 CL Buchten, The Netherlands

EP Coal Trading, a.s., Prosek Point-budova A, Prosecka 851/64, 190 00 Praha 9,
Czech Republic
Ernst Russ Shipbroker GmbH & Co. KG, Neumtihlen 9, 22763 Hamburg, Germany

EUROKOR Barging B.V., Gieterijstraat 93, 2984 AB Ridderkerk, The Netherlands

Europees Massagoed-Overslagbedrijf B.V., Missouriweg 25, 3199 LB Maasvlakte RT,
The Netherlands
EVN AG, EVN Platz. 2344 Maria Enzersdorf, Austria

Evonik Industries AG, Paul-Baumann-StralRe 1, 45772 Marl, Germany

Exxaro International Trading AG, Bahnhofstrasse 18, 6301 Zug, Switzerland

Frachtcontor Junge & Co. GmbH, Burchardstrasse 8, 20095 Hamburg, Germany

www.dillinger.de

www.portofantwerp.be
www.avalon.ms
www.bulktrading.ch
www.carboone.com

www.cmc-coal.ie
www.currenta.de
www.dako-coal.com

www.dbcargo.com

www.enbw.com
wwww.enercity.de
www.enerco.nl

www.epcoaltrading.cz

www.russbroker.de

www.eurokorbarging.nl

Www.exxaro.com

www.frachtcontor.com




Members VDKi

Member Companies

Freepoint Commodities Europe LLP, 62 Buckingham Gate, London SW1E 6AJ, UK

GLENCORE International AG, Baarermattstrasse 3, 6341 Baar, Switzerland
Grosskraftwerk Mannheim AG, Marguerrestr. 1, 68199 Mannheim, Germany

HANSAPORT Hafenbetriebs GmbH, Am Sandauhafen 20, 21129 Hamburg,
Germany

HCC Hanseatic Coal & Coke Trading GmbH, Sachsenfeld 3-5, 20097 Hamburg,

Germany
HMS Bergbau AG, An der Wuhlheide 232, 12459 Berlin, Germany

Holcim (D) AG, Willy-Brandt-Str. 69, 20457 Hamburg, Germany
HTAG Hafen und Transport AG, Neumarkt 7-11, 47119 Duisburg, Germany

IMPERIAL Shipping Holding GmbH, Dr.-Hammacher-Str. 49, 47119 Duisburg,
Germany
Inspectorate GmbH, Daimlerstr. 4a, 47167 Duisburg, Germany

JERA Global Markets Pte. Ltd. (London), Haus Cumberland; 5th floor,
Kurfirstendamm 194, 10707 Berlin, Germany

Knight Energy Services Ltd., Unit 1, Palmermount Ind. Estate, Bypass Road,
Dundonald, Kilmarnock, Ayrshire KA2 9 BL, UK

L.B.H. Netherlands B.V., Rijsdijk 13, 3161 HK Rhoon, The Netherlands

Niederrheinische Verkehrsbetriebe AG (NIAG), Rheinberger Str. 95a, 47441 Moers,
Germany

North Sea Port NL, Havennummer 1151, Schelpenpad 2, 4531 PD Terneuzen,
The Netherlands

OBA Bulk Terminal Amsterdam, Westhavenweg 70, 1042 AL Amsterdam,
The Netherlands

OVET B.V., Noorwegenweg 3, 4538 BG Terneuzen, The Netherlands

Oxbow Coal GmbH, Renteilichtung 44a, 45134 Essen, Germany
Pfeifer & Langen GmbH & Co. KG, Durener Str. 40, 50189 Elsdorf, Germany
Port of Amsterdam, De Ruijterkade 7, 1013 AA Amsterdam, The Netherlands
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www.freepoint.com
www.glencore.com
www.gkm.de

www.hansaport.de
www.hcc-trading.de

www.hms-ag.com
www.holcim.com
www.htag-duisburg.de

www.imperial-shipping.com

www.inspectorate.com

www.jeragm.com
www.ahkgroup.com

www.lbh-group.com

www.niag-online.de
www.northseaport.com
www.obabulk.nl

www.ovet.nl
www.oxbow.com
www.pfeifer-langen.com

www.portofamsterdam.nl
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Members VDKi

Member Companies
Port of Rotterdam, Wilhelminakade 909, 3072 AP Rotterdam, The Netherlands

PSB Inspection B.V., George Stephensonweg 1, 3133 KJ Vlaardingen,
The Netherlands
Rheinbraun Brennstoff GmbH, Stittgenweg 2, 50935 KéIn, Germany

Rhenus PartnerShip GmbH & Co. KG, August-Hirsch-Str. 3, 47119 Duisburg,
Germany
RWE Supply & Trading GmbH, Altenessener Str. 27, 45141 Essen, Germany

Ssp Stockpile surveying and protection B.V., Reedijk 7 U, 3274 KE Heinenoord,
The Netherlands
Stadtwerke Flensburg GmbH, Batteriestralle 48, 24939 Flensburg, Germany

STEAG GmbH, Rittenscheider Str. 1-3, 45128 Essen, Germany

Siidzucker AG, Maximilianstr.10, 68165 Mannheim, Germany

SUEK AG, Swiss Office, Wassergasse 7, 9000 St. Gallen, Switzerland

swb Erzeugung AG & Co. KG, Theodor-Heuss-Allee 20, 28215 Bremen, Germany

Terval s.a., Rue de I'lle Monsin 129, 4020 Liége, Belgium

THB Transport- und Handelsberatungs GmbH, Auf dem Dreieck 5, 28197 Bremen,
Germany

Trianel Kohlekraftwerk Liinen GmbH & Co. KG, Frydagstr. 40, 44536 Linen,
Germany

Uniper Global Commodities SE, HolzstraRe 6, 40221 Disseldorf, Germany

Uniper Kraftwerke GmbH, HolzstralRe 6, 40221 Dusseldorf, Germany

Vattenfall Energy Trading GmbH, Dammtorstrale 29-32, 20354 Hamburg,
Germany
Vattenfall Warme Berlin AG, SellerstraRe 16, 13353 Berlin, Germany

Vitol S.A.,Place des Bergues 3, 1201 Geneva, Switzerland

Xcoal Energy & Resources Germany GmbH, Alfredstrasse 81, 45130 Essen,
Germany

www.portofrotterdam.com

www.psbinspection.com

www.rheinbraun-brennstoff.de

www.rhenus.de

www.rwetrading.com

www.ssp-rotterdam.nl

www.stadtwerke-flensburg.de
www.steag.com
www.suedzucker.de
www.suekag.com
www.swb-gruppe.de
www.terval.com

www.thb-bremen.de
www.trianel-luenen.de

www.uniper.energy
www.eon.com

www.vattenfall.com

www.vattenfall.de
www.vitol.com

www.xcoal.com




Board of Directors VDKi

Chairman:
Dr Wolfgang Cieslik
STEAG GmbH, Essen

Holger Becker

Grosskraftwerk Mannheim AG, Mannheim

Dr Stefan Bockamp (until June 2019)
Uniper Kraftwerke GmbH, Disseldorf

Stefan Egyptien
RWE Supply & Trading GmbH, Essen

Bert Lagendijk
L.B.H. Netherlands B.V., NL - Rhoon

Bernhard Limmen
Oxbow Coal GmbH, Essen

Dr Tobias Mirbach
Energie Baden-Wirttemberg AG, Karlsruhe
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Deputy Chairman:
Alexander Bethe
JERA Global Markets Pte. Ltd., London

Martin Rozendaal (from June 2019)
Uniper Global Commodities SE, Disseldorf

Dirk Schmidt-Holzmann
TERVAL s.a., B-Liege

Hans-Joachim Welsch
AG der Dillinger Huttenwerke, Dillingen/Saar

Rainer Winge
Slidzucker AG, Mannheim

Markus Witt
Vattenfall Europe Warme AG, Berlin

Managing Director:
Prof Dr Franz-Josef Wodopia

The information contained in this publication is based on carefully selected sources that are regarded to be reliable.
Nevertheless, we do not assume any warranties for the correctness or completeness of the information. The opinions
expressed here reflect our current views and can be changed without prior announcement.

Important Notice About Figures, Dates and Facts:

We do not expressly indicate in every instance that all figures etc. for 2018 shown in the text and in the tables, lists and

other numerations are provisional.
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