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◼ Research and advisory firm specializing 

in global seaborne thermal and 

metallurgical coal markets.   

◼ Provide comprehensive bespoke 

services supporting investment, 

operational and strategic decisions for a 

broad range of market participants.  

Introduction to Commodity Insights



Serving a Diverse Client Base
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Coal’s contribution to Australia and beyond
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◼ Coal was Australia’s largest export earner in 2018, earning $66 billion of revenue.  This is equivalent to 

$1.3 billion a week or almost $200 million a day.

◼ Coal exports were more valuable than education exports and tourism combined.

◼ Coal exports were more valuable more than the combined Gross State Product (i.e. ALL economic 

activity) of Tasmania and the Northern Territory.

◼ Australian coal exports have been instrumental in the rapid industrialisation and economic 

development of  north Asia and are playing a similar role in the development of Southeast Asia, India 

and China.

◼ Domestically, more than 60% of Australia’s electricity was generated by coal.

◼ The coal sector employs thousands of people directly in Queensland and New South Wales, mostly in 

regional areas.  These jobs and their accompanying salaries are irreplaceable in these regions.  



Market Context
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Traded seaborne thermal coal volumes are at 

record levels after a decade of growth
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◼ Since 2008, the seaborne thermal coal market has grown over 60% in volume and approached a 

billion tonnes traded in 2018.  Over the period, average annual growth was 5.4%.  

◼ Growth over the period represents approximately twice Australia’s current thermal coal exports.



Asia is the dominant market in thermal coal
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◼ Asia accounted for more than 100% of the growth over the last decade (other regions shrank), more 

than doubling due to strong growth in China, India, SE Asia and Korea.  Other markets (e.g. Europe, 

North America) are not irrelevant but becoming less important.  



Thermal coal prices appear to have stabilised
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◼ Thermal coal seaborne prices are quite volatile, but the average price over the last decade (US$85/t 

or ~ A$113/t) provides a comfortable margin for most producers in Australia.  

◼ Australian supply has historically been very resilient in market downturns and we expect this to 

continue.  



Metallurgical coal volumes are also at record highs 
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◼ Over the past decade, the seaborne metallurgical coal market has grown around by nearly 50% in 

terms of volume and is now approaching 300Mt in total.  The average annual growth over the period 

has been 4.5%.  



Asia is the growth driver for metallurgical demand
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◼ From accounting for just under half the met coal import demand in 2008, Asia has doubled its level of 

demand and now accounts for almost ¾ of demand.  It also accounts for ALL the growth.  Since 2008, 

demand from the RoW has fallen sharply due to much lower steel production in the EU particularly.  



China and steel production
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◼ Over the last decade, Chinese crude steel production has grown from 512Mt to 928Mt in 2018, an 

increase of 81%.  Over the same period, ex-China crude steel production grew from 831Mt to 860Mt in 

2018, an increase of 3%.  China has accounted for 93% of the steel production growth over this period.  

 -

 100

 200

 300

 400

 500

 600

 700

 800

 900

 1,000

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Crude Steel Production (Mt)

China Ex-China

Source: Worldsteel



Metallurgical coal prices have averaged US$175/t 

over the past decade
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◼ Met coal prices are highly sensitive to supply-side shocks, which explains the sawtooth pattern in 

2016-18 as several mines unexpectedly and temporarily ceased production.

◼ PCI and semi-soft prices are priced lower than hard coking coal, but usually on a linked basis.  



Market Outlook
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Asian Economic Growth Outlook

◼ The OECD produces economic growth forecasts out to 2050 and beyond.  While they don’t capture 

every single Asian country, there is enough information to illustrate Asia’s growth.  

◼ In 2018, the Asian countries captured in the OECD figures accounted for 42% of global GDP.  By 2050, 

the OECD expects the Asian countries included will account for 54% of global GDP.  

◼ China and India will be the largest two economies in the world, while Indonesia and Japan will come in 

at numbers 4 and 5, so Asia will account for 4 of the 5 largest economies globally.  

◼ The economic output of the Asian region over this period is expected to TRIPLE in REAL terms from 

2018-50. That’s an annual average growth rate of almost 3.5% over a 32-year period, on an already 

massive figure. 

◼ This economic growth will require massive volumes of electricity and steel.  

Commodity Insights

14



Asian electricity consumption per capita is low

◼ Globally, the average electricity consumption per capita for high income nations is around 9,100 

kWh/capita. Except for Malaysia, all developing Asia (China, India, Southeast Asia) is below 4,000 

kWh/capita – and most are below 2000 kWh/capita.  Outside north Asia (Japan, Korea and Taiwan), the 

average electricity consumption across Asia is low. 
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Source: Commodity Insights



The fundamentals for thermal coal are strong
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◼ Asian economic growth and therefore energy demand is likely to remain strong for decades.

◼ Coal has a cost advantage over gas for baseload power generation, evidenced by the large number of 

Asian countries building coal-fired power generation (China, India, Japan, Vietnam, Pakistan, Malaysia, 

Sri Lanka, Philippines, Bangladesh).

◼ Government policy across Asia is generally supportive of coal due to its stability and economic 

advantage.  

◼ While renewable generation will increase, when energy demand is growing strongly, all fuels are 

required.  Imported LNG is the largest potential threat to coal in Asia.  

◼ North Asia, which imports all its energy, will continue to have coal as an important part of its 

diversified energy mix due to its wide availability and cost effectiveness.  

◼ Southeast Asia and India are growing rapidly, and coal remains crucially important to these countries 

as they struggle to keep up with demand growth.



Steel consumption is also low in most of Asia
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◼ Worldsteel provides figures on steel consumption per capita across the globe.  The latest figures 

(2017) for the most populous Asian countries are tabled below.  China has almost reached the 

Japanese level and may be close to peaking in steel production.  However, the other (very populous) 

countries are well below Japanese levels, and most are 20% or less of Japan’s level.  

Source: Worldsteel



Structurally, the met coal sector remains attractive
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◼ Fundamentally, high quality coking coal remains scarce with only 3-4 regions capable of supplying 

material volumes to the seaborne market.  As a result, it is highly likely to remain an attractive market 

for suppliers. 

◼ Demand growth prospects for seaborne coking coal are less bullish than for thermal coal (more 

energy is consumed than steel) but will be driven by India and Southeast Asia over the next decade.

◼ Australian metallurgical coal is extremely well positioned in global markets due to high quality, 

established price benchmarks and geographic proximity to growing markets in Asia. 

◼ To date, metallurgical coal has not attracted the same level of activism and politicisation as thermal 

coal, but it could head that way (see Rocky Hill).  

◼ While metallurgical coal prices and margins remain strong, demand growth is not particularly high –

and not expected to be over the next 10 years, but tight supply will ensure prices remain elevated well 

above breakeven levels for producers.  
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