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Note: all prices are in U.S. $ except mentioned specifically. 

 

 

Key highlights 
 

Summary of main findings 
1. Developments of air pollution and climate change policies 

2. Once unthinkable game changer: China’s coal peak imminent 

3. Health impacts of coal hit the headlines 

4. Supply side: “High cost coal in a low price market in structural decline” 1  – many miners make losses 

5. Demand side: ‘The thermal coal paradox' (Goldman Sachs): many utilities also make losses 

6. Renewable growth, solar boom 

7. Coal for investors and banks: stranded assets and bearish market 

Conclusion 

 

Reminder: main coal producers and consumers (2012) 
 

What’s new in China 

Policy changes 

- China to ban imports of high ash, high sulfur coal from 2015 (September 2014) 

- China pledges to limit carbon emissions for the first time (June 2014) 

- 12 Chinese provinces – almost half of China’s coal consumption - pledged coal control measures (April 2014) 

- Big Bang measures to curb coal with China’s ‘Action Plan for Air Pollution Prevention and Control’ (April 2014) 

- Surprise move: first western province sets ambitious coal consumption reduction target (February 2014) 

- China developing and launching at least seven carbon markets (November 2013) 

Coal market changes 

- More than 70% of Chinese coal producers are losing money (July 2014) 

- Citi research: China energy strategy will have profound negative impact on coal (June 2014) 

- China Coal Industry Association: Chinese coal production drops as environmental rules start to bite (May 2014) 

- NEA: 40% less fossil-fuel power plants built in the first quarter of 2014 compared to 2013 (May 2014) 

- IEEFA report: Shrinking demand profile for coal after 2016 peak in China (February 2014) 

- National Energy Agency projection for coal demand: smallest rise in more than a decade (January 2014) 

- Bloomberg: China Bank Regulator said to issue alert on coal loans (January 2014) 

- BP: coal contribution to growth diminishes rapidly in China (January 2014) 

- IEA report: China’s coal demand growth to slow next five years (December 2013) 

- Citi research: ‘The unimaginable - peak coal in China’ (September 2013) 

- Bernstein Research: China shift marks ‘the beginning of the end of coal’ (June 2013) 

Coal finance changes 

- Carbon Tracker Initiative research: China’s energy policies increase risk of coal stranded assets (June 2014) 

Coal impacts 

- China's 'airpocalypse' kills 350,000 to 500,000 each year (January 2014) 

Renewable market changes 

- China’s new official solar target will triple its solar installed capacity to 70 GW by 2017 (May 2014) 

- Bloomberg NEF: China 12 GW solar market in 2013 outstripped all expectations (January 2014) 

- China Electricity Council: Chinese wind power production increased more than coal power in 2012 for the first 

time ever (March 2013) 

 

What’s new in India 

Coal market changes 

- Supreme Court declares all coal allocations since 1993 illegal (August 2014) 

- Supreme Court blocks tariff increase of power companies Tata Power and Adani Power (August 2014) 

- IEEFA report: coal plants running on imports more expensive than renewables (May 2014) 

                                                 
1
 Institute for Energy Economics and Financial Analysis (IEEFA), http://www.ieefa.org/category/adani-carmichael-coal-project/ 

http://www.ieefa.org/category/adani-carmichael-coal-project/
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- Coal India abandons share offer amongst growing investor skepticism (February 2014) 

- Indian government reclaims 31 coal blocks from private firms over delay (February 2014) 

- India’s new private coal power plants losing money (January 2014) 

- $30 billion major ‘Coalgate’ corruption scandal over coal blocks allocations (October 2013) 

Coal impacts 

- Report: Indian coal power kills up to 115,000 and costs up to 4,6 billion $ per year (March 2013) 

Renewable market changes 

- Coal India said to invest $1,2 billion in solar projects (September 2014) 

- India plans at least four giant solar parks of 20 GW each (August 2014) 

- Coal crunch gives impetus to India’s solar boom (February 2014) 

- Review of India’s action on renewable energy and climate change (October 2013) 

 

What’s new in Indonesia 

- Moody: country’s biggest coal miner near default (August 14) 

- Indonesia may revoke contracts of 17 coal miners, including unit of country’s biggest coal miner (August 14) 

- Indonesian company declares force majeure blocking a 2 GW coal plant of national signifiance (July 2014) 

- Six coal companies in Bengkulu to shut down (March 2014) 

- Geothermal leader plans to accelerate geothermal development in Indonesia (2013) 

- Review of Indonesia’s action on renewable energy and climate change (October 2013) 

 

What’s new in Vietnam 

- Vietnam sets development of renewable energy top priority, says expert (February 2014) 

- The Economist: Vietnam’s largest coal power company makes big losses (August 2013) 

- Vietnam’s largest coal supplier doesn’t cover production costs (April 2013) 

 

What’s new in the Philippines 

- The Philippines on track to tripling its renewable energy capacity by 2030 (January 2014) 

- The Philipines reach 1 GW photovoltaic pipeline end 2013 (December 2013) 

 

What’s new in Thailand 

- Thailand PV tiger of Southeast Asia (January 2014) 

 

What’s new in Australia 

Coal market changes 

- Coal exporters hard hit by China’s slump (September 2014) 

- Financial Times: ‘Australian coal industry caught in perfect storm’ (June 2014) 

- Coking coal contract crash (April 2014) 

- Peabody CEO: Falling prices to force more coal mine closures (February 2014) 

- IEEFA research: Adani’s $7bn coal megaproject in Australia unviable (November 2013) 

- $7 bn mega-project of Wandoan coal mine scrapped in Queensland (September 2013) 

Coal finance changes 

- $29 bn fund HESTA announces new restriction on coal investments (September 2014) 

- Fifth bank to rule out financing for major coal project Abbot Point (July 2014) 

- $3 bn AMP fund divests from coal (May 2014) 

- Bloomberg: BlackRock joins investors in flagging Barrier Reef eco-risk of mega-coal projects (March 2014) 

- HSBC report: $20bn market value of Australian coal assets at risk (January 2014) 

- Oxford University: less Chinese demand for coal means more risks for Australian coal assets (December 2013) 

Renewable market changes 

-Australia goes solar (June 2014) 

 

What’s new in Japan  

- Solar power boom in Japan (May 2014) 

- Review of Japan’s action on renewable energy and climate change (October 2013) 

 

What’s new in South Korea 

- South Korean tax on coal imports for power from July 2014 and plans for tough CO2 caps in 2015 (June 2014) 
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- Review of South Korea’s action on renewable energy and climate change (October 2013) 

 

What’s new in the U.S. 

Policy changes 

- Obama administration proposes 30% cuts to power plant carbon emissions (June 2014) 

- Washington Governor plan to 'eliminate' coal (April 2014) 

- Oregon Governor firmly opposes Ambre Energy coal export terminal (April 2014) 

- EIA report: Emissions compliance obligation may lead to another wave of closure by 2015-2016 (March 2014) 

- Obama administration requires CCS for new coal plants (September 2013) 

- Forthcoming EPA regulation on coal ash disposal will increase costs for coal power sector (July 2013) 

Coal market changes 

- Law firm SchulteRoth&Zabel report: ‘Hot topic in coal company bankruptcies’ (June 2014) 

- Financial Times: U.S. coal export plunge amid global oversupply (June 2014) 

- U.S. coal companies in economic disarray (April 2014) 

- Coal firm to pay record penalty and spend millions on water cleanup in 5 States (March 2014) 

- EIA annual energy outlook increases again short-term coal closure forecast by 50% (February 2014) 

- Controversial coal mining lease in Wyoming, but no one’s buying (August 2013) 

- Fitch Rating’s report: increased bankruptcy possibilities in U.S. coal sector (February 2013) 

Coal finance changes 

- Rockefeller Fund to divest from fossil fuels (September 2014) 

- IEEFA report: U.S. coal stocks lost 61% of their value, coal divestment recommended (May 2014) 

- Stanford to divest $18.7 billion endowment from coal companies (May 2014) 

- JPMorgan Chase and Well Fargo end support for Mountain Top Removal (MTR) coal mining (April 2014) 

- Goldman Sachs drops coal terminal investment (January 2014) 

- Wall Street consensus: Coal exports now too risky business left to speculators (January 2014) 

Renewable market changes 

- Citi research: ‘The age of renewables is beginning’ (May 2014) 

- SEIA Report: US solar market grew 41% and had record year in 2013 (March 2014) 

 

What’s new in Europe 

Policy changes 

- Bloomberg NEF: Waves of coal capacity closure in 2015 and 2016 with LCPD and IED pollution controls  

Coal market changes 

- UK: coal-fired generation in 2Q fell 23% year on year (September 2014) 

- UBS report: Soon Europe might not need any new power plants (August 2014) 

- The Economist: EU coal consumption hit a 18 year record low in 2013 (July 2014) 

- Heinrich Böll Foundation report: No coal come back in Germany (June 2014) 

- German coal-fired generation at its lowest level since 2011 (April 2014) 

- Spain: no more Mountaintop Removal Coal Mining in Laciana Valley (February 2014) 

- Citi research: market for utilities shrinks dramatically due to renewables and energy efficiency (October 2013) 

- Out of 112 coal plant projects in 2008-09 in Europe, 3 have broken ground end 2012 (July 2013) 

- Pöyry research: new coal plants in Germany, the Netherlands and Spain very unlikely (May 2013) 

Coal finance 

- $121 bn fund Storebrand divests from 29 coal and oil sands companies (January 2014) 

- $38 bn fund AP4 backs away from carbon intensive assets (October 2013) 

- $249 bn fund SWIP dropped investments in coal pure players (August 2013) 

Coal impacts 

- HEAL report: coal costs Europe up to 18,200 premature deaths and €42.8 billion each year (March 2013) 

Renewable market changes 

- Bloomberg NEF report: Renewables will produce 60% of European power in 2030 (July 2014) 

- Germany hits 74% renewable peak, grid does not explode (July 2014) 

- Germany: eight times more jobs in renewables than in coal (April 2014) 

- EWEA: 72% of new EU power capacity from renewables in 2013, net closure of 6 GW of coal power (Feb 2014) 

- Fraunhofer Institute report: wind and solar will claim cost leadership in Europe (November 2013) 

 

What’s new in Columbia 

- Colombia blocks second-biggest coal miner loading coal (January 2014) 
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- Financial Times: Strikes, protests and kidnaps - tough times for Colombian mining (26 July 2013) 

 

What’s new in South Africa 

- Eskom's own report: coal could kill more than 600 people per year (June 2014) 

- Solar and wind expected to be cheaper than Eskom’s mega-coal plants Medupi and Kusile (March 2014) 

- Eskom in an unenviable bind, says coal expert (March 2014) 

- Major solar developments in South Africa (May 2014) 

- South Africa’s government plans to build 18 GW of renewables by 2030 (Autumn 2013) 

- Review of South Africa’s action on renewable energy and climate change (October 2013) 

 

What’s new elsewhere 

- Bloomberg NEF report: Sub-Saharan Africa to add more renewables in 2014 than past 14 years (August 2014) 

- Pakistan’s coal tariffs among the most expensive in the world (June 2014) 

- Middle East going solar (June 14) 

- Turkey: The Soma mine disaster kills 301 people and adds to public anger towards Prime Minister (May 2014) 

- Carbon taxes or carbon markets in view in Kazakhstan, Mexico and South Africa (November 2013) 

- Brazil, Mexico, Chile and Peru develop renewable energy and energy efficiency (October 2013) 

- Review of Russia’s action on renewable energy and climate change (October 2013) 

 

What’s new in the global market  

Coal market changes 

- Fitch: Asian thermal coal prices to remain weak on oversupply in 2015 (September 2014) 

- Rio Tinto’s coal exposure is rapidly diminishing (July 2014) 

- Standard & Poors’s report: Carbon constraints cast a shadow over the future of the coal industry (July 2014) 

- Citi cost curve: eroding cost competitiveness of coal vs. other fuels in power generation (June 2014) 

- Goldman Sachs report: ‘The thermal coal paradox’ - low prices unlikely to create new demand (May 2014) 

- Citi research: cyclical over-supply but structural decline in coal demand (May 2014) 

- UBS Financial: Good time to start thinking about bankruptcy in the coal sector (May 2014) 

- BHP Billiton signals new wave of asset sales (April 2014) 

- UN tells industry to leave coal in the ground to avoid climate catastrophe (November 2013) 

- Goldman Sachs report: ‘The window for thermal coal investment is closing’ (July 2013) 

- Bernstein Research : Zero seaborne demand from China in 2015 and nowhere else for the coal to go (June 2013) 

- Deutsche Bank report: Coal market to remain oversupplied this decade (May 2013) 

Coal finance changes 

- $24 trillion-worth institutional investors back CO2 pricing (September 2014) 

- New coalition of institutional investors to decarbonize $100 billion by December 2015 (September 2014) 

- Bloomberg NEF report: ‘Coal divestment could be relatively easy’ (August 2014) 

- IEA: $300bn of fossil fuel assets risk being stranded by 2035 (July 2014) 

- World Council of Churches, representing over half a billion Christians, divests from fossil fuels (July 2014) 

- Fossil-free investment portfolios soared 50% in 2013 (May 2014) 

- Global index provider and major asset manager create a fossil-fuel free index (April 2014) 

- Kepler-Chevreux research: Fossil fuel firms facing potential losses of $28trn over 20 years (April 2014) 

- IIASA report: 37% of investment in coal power plants could be stranded (March 2014) 

- 72 global investors warn moves to curb climate change will hit fuel demand (October 2013) 

- Oxford University: The fossil fuel divestment campaign can have impacts on coal companies (October 2013) 

- Surprising step change in the stranded assets debate (August 2013) 

Coal impacts 

- IMF report: Coal use pervasively undercharged, for carbon emissions but also huge health costs (July 2014) 

- WHO report: 7 million death per year from air pollution, twice more than previous estimate (March 2014) 

 

Renewable market changes 

- IEA report: Solar energy might dominate power by 2050 (September 2014) 

- Bloomberg NEF report: Renewables to get 66% of global power investments up to 2030 (July 2014) 

- Bernstein Research report: Solar is increasingly competitive (April 2014) 

- UNEP report: 2013 global renewable investment reach $214 bn, more solar built than ever (April 2014) 

- HSBC’s Climate Change Index: Solar sector outperforming all other stocks (March 2014) 

- Deutsche Bank report: Second gold rush begins for photovoltaics (January 2014) 

- Citi research: $5.7 trillion renewables oppportunity (September 2013) 
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The global coal market has already shifted and is now bearish 

 For Bernstein Research, the ‘global coal market’ ended with the collapse in price in 2012. Since then, the 

shift of the coal market seems to be so quick and deep that it may be uneasy to grasp it in its entirety; 

 One case symbolises this very rapid shift: Coal India failed share offer. In October 2010, 

India's gigantic monopoly coal producer Coal India was successfully listed on the stock exchange and 

seen as one of the most valuable equity investments in emerging economies. As recently as 2013 global 

commercial banks were lining up to broker Coal India’s 10% share offering, widely reported in the 

financial media. In January 2014, the project was abandoned: after many delays, Coal India finally 

cancelled its share offer because of adverse market conditions and labour protests; 

 Globally, evidence shows that the supply side (coal mining) is confronted to a ‘high cost 

coal in a low price market in structural decline’ (Institute for Energy Economics and Financial 

Analysis), severely impacting coal miners’ profitability and leading to losses, resulting in stock prices 

trended down nearly 50% in the past five years, provoking first bankruptcies and forcing the cancelation 

of several projects. A lower than expected demand additioned to important investments in new coal 

mines started half a decade ago have led to an oversupply, lowering prices even more; 

 On the demand side, many utilities burning coal for power generation are also making 

losses, due to the cost of importing coal instead of using domestic production (India, China), reducing 

air pollution (China, U.S., Europe), and the increasing competitiveness of alternatives such as renewable 

energy and energy efficiency (all markets), eroding coal power competitiveness. Goldman Sachs 

summarises this phenomenon as the ‘thermal coal paradox' – low prices not leading to 

more coal consumption; 

 It is resulting in the sooner and bigger than expected closure of tens of gigawatt of existing coal power 

capacity in the China, U.S. and EU markets with little or no coal plant replacements; 

 On both the supply and the demand sides, it is important to underline the convergence of analysts’ views 

from many diverse institutions – be it leading commercial banks, credit rating agencies, international 

institutions, academic researchers, business federations, national institutions or regulatory bodies; 

 Ample evidence therefore  suggests that coal is increasingly trapped in a ‘no man’s land’: 

too cheap for producers (that face growing production costs and/or environmental 

requirements), too costly for utilities (that face growing competition, notably from 

renewables), in markets where energy efficiency and lower economic growth slow down 

energy consumption; 

 A once unthinkable game changer is the reportedly likely or imminent China’s coal peak – potentially 

once decade sonner than planned. It will only add to the woes of the coal market. 

 Investors have already started to react to this market shift, reducing or even cancelling some coal 

investments. The issue of stranded assets is now increasingly discussed by the investors’ community, and 

several institutional investors have already divested from coal companies; 

 Coal developments forecasts from before 2012 are obsolete. An important consequence of the 

recent shift of the coal market is that all coal development projections and forecasts realised until 2012 - 

both for coal mining and coal plants- are now very likely to be exaggerated, not reflecting the new reality 

of the market: there will be far less coal projects built than planned. There will also be far more 

renewable projects built than planned until a few years ago. This is certainly the case in the China, U.S. 

and EU markets but also very likely in India, Indonesia, Vietnam, Philippines, Thailand, Australia, 

Japan, South Korea, Columbia and South Africa. This has to be properly taken into consideration for 

planning and supporting sound and economically viable energy investments in these markets in the next 

years. 

 This shift was recently recognized by the International Energy Agency, whose latest IEA Technology 

Roadmap from September 2014 finds that solar photovoltaic systems could generate up to 16% of the 

world's electricity by 2050, a significant increase from the 11 % figure in the 2010 IEA Roadmap. 
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Litterature review: objective and structure 

 

This report is a literature review of tens of reports and hundreds of articles published exclusively in 2013 and 2014 

on the coal market (both coal mining and coal power plants) vs power alternatives (especially renewable energies). 

The objective of the report is to give an update of the recent developments and trends in these 

energy markets in the last two years – and their potential impacts for the future. 

The report is organised by key countries, and contains a final part on the global market. For the major countries, 

the report is structured with the following chapters: policy changes, coal market changes, coal finance changes, 

coal impacts and renewable market changes. 

 

 

1. Developments of air pollution and climate change policies 
 

Major reforms in China and the U.S. 

In 2013-2014, most widely reported policy changes impacting the coal sector were in China and in the U.S.: 

 In China, the State Council released its ‘Action Plan for Air Pollution Prevention and Control’ in 

September 2013. The Action Plan promotes the development of provincial level action plans to set an 

absolute coal consumption cap or slow down the coal consumption growth rate. In response, 12 of 

China’s 34 provinces (44% of China’s coal consumption) have pledged to implement coal control 

measures that represent a reduction in coal consumption of 350 million tons by 2017 and 655 million by 

2020, compared with business-as-usual growth (by comparison India consumed 595 Mt in 2012). 

Going one step further, China is now said to consider plans to set an absolute cap on its carbon dioxide 

emissions from 2016, according to a top government adviser. 

Through a follow up policy, China will also ban the import and local sale of coal with more than 16% ash 

and 1% sulfur content starting from 2015, and implement a blanket ban on domestic mining, sale, 

transportation and imports of coal with 40% ash and 3% sulfur content. Australian and South African 

coal will be the most impacted. 

 In the U.S., Carbon Capture and Storage (CCS) is required for any new coal and gas plant since 

September 2013. In June 2014, the U.S. Environmental Protection Agency (EPA) proposed 30% cuts by 

3030 to power plant carbon emissions. These regulations rely on existing legislation: the Congress does 

not have to approve for them to take effect. 

Less reported emissions compliance obligation with the EPA’s Mercury and Air Toxics Standards 

(MATS) is required by April 2015. Additionally, forthcoming EPA regulation on coal ash disposal will 

likely require power producers to close coal ash ponds that lack a bottom lining. There are over 2,000 of 

these coal ash ponds and landfills in the U.S.; their closure cost is estimated from under $1 million to 

potentially over $100 million per pond. 

 

Other policy changes 

 In the EU, the Large Combustion Plants Directive (LCPD) and the more rigorous Industrial Emissions 

Directive (IED) will enter into force in 2015 and 2016 respectively. According to Bloomberg New Energy 

Finance (NEF), 60% of existing coal capacity in the EU is not compliant with the IED; 

 In Columbia, the government blocked U.S. coal miner Drummond – the second-biggest coal miner in 

the country - until the company could comply with new environmental rules for port operations. 

National Resources told Reuters it had stopped coal exports because it cannot yet comply with the rules; 

 In India some analysts start to consider whether the country is ripe for change, being increasingly beset 

by smog. 

 

Carbon markets and tax developments 
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- In China, 2013 saw the birth of carbon market, and five out of seven regional emissions trading systems 

(ETS) pilots went live. China plans to implement a national scheme around 2016; 

- Other carbon markets were planned or opening Kazakhstan (June 2013), South Korea (2015), South 

Africa (2015); 

- In South Korea, the tax on coal imports for power generation started in July 2014 and Mexico is 

finalising a legislation on a carbon tax. 

 

 

2. Once unthinkable game changer: China’s coal peak 
imminent 
 

The Chinese coal boom is over. In the research The Unimaginable: Peak Coal in China, Citigroup analysts find 

that peak coal in China is not just probable, it is likely and could be imminent. Under one of its scenarios, coal 

consumption peaks in 2014. Citi finds it is certainly likely to happen by 2020. 

Bernstein Research’ report Asian Coal & Power: Less, Less, Less... The Beginning of the End of Coal comes to a 

similar conclusion: “2015 is going to be the peak year for Chinese coal consumption ever”; “The once unthinkable 

— a decline in China coal consumption — will be the reality by 2016, in our view”. For Bernstein Research, “The 

surprise is that these events are perhaps a decade ahead of schedule”. 

Many more institutions released convergent studies including the International Energy Agency, Deutsche Bank, 

BP and the Institute for Energy Economics and Financial Analysis (IEEFA). 

Citigroup analyses four main drivers impacting coal: reduction of air pollution; structural downward 

shifts in China’s GDP growth and energy intensity; robust growth of China’s renewables and nuclear capacity with 

increased availability of natural gas; efficiency improvements. Bernstein Research finds that these combined 

drivers “add up to the once unthinkable: zero net imports in 2015 and falling Chinese demand by 2016”. 

China's National Energy Agency revised down again its projections for coal demand to the smallest rise in more 

than a decade: 1.6% in 2015, far below industry expectations.  

 

Dire consequences for the global coal market 

For Citigroup, an early peak followed by decline in China’s coal burning would trigger massive changes to the 

global coal industry. Indeed, excluding China and India, global coal consumption has essentially been flat or 

slightly declining since 1965. China alone accounted for 83% of the global increase in coal consumption. 

For Bernstein Research, “Globally, Chinese demand growth for coal has been the primary driver or the backstop 

behind every new investment in coal mining over the last decade”. It adds “Regional miners will see almost zero 

demand from China in 2015, a drop of almost 300 million tons. There is simply nowhere else for that coal to go. 

India is a miserable next best option for the seaborne market. And the trend of declining consumption in the rest 

of the world is unlikely to reverse”. 

 

 

3. Health impacts of coal hit the headlines 
 

The negative impacts of coal were widely reported in 2013-2014, with a growing number of studies pointing the 

health toll of coal burning and its related economic costs. Two events got large international coverage: 

 China's 'airpocalypse' (end 2013 – early 2014) due to the smog covering one-sixth of China’s territory 

was said to kill 350,000 to 500,000 each year, according to studies by the World Bank, the World Health 

Organisation and the Chinese Academy for Environmental Planning; 

 The Soma mine disaster in Turkey (May 2014) killed 301 miners, triggering protests across Turkey 

aimed at mine owners accused of ignoring safety for profit and at the government. In recent years the 

Turkish coal mining industry has been found to have the very worst safety record in the world. 

 

Although less reported, more studies were published: 

 At the global level, the World Health Organisation reported that 7 million death per year from air 

pollution, twice more than previous estimate died - 1 in 8 of total global deaths –  
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 In the EU, HEAL report found that coal pollution costs Europe up to 18,200 premature deaths, over 4 
million lost working days and €42.8 billion each year; 

 In India, the first report ever published on this issue found that,emissions from Indian coal plants in 

2011-2012 resulted in 80,000 to 115,000 premature deaths, costing $3.3 to 4.6 billion per year; 

 In South Africa, a report from major State-owned utility Eskom showed that coal burning could kill 

more than 600 per year with 25 000 people hospitalised, once all its stations are up and running; 

 A report from the International Monetary Fund finds that “coal use pervasively undercharged, for 

carbon emissions but also for the health costs of local air pollution”. The resulting corrective taxes 

recommended by the IMF for local air pollution are substantial; they even exceed the carbon charge for 

10 of the 18 countries illustrated. 

 

 

4. Supply side: “High cost coal in a low price market in 
structural decline” 2  – many miners make losses 
 

Although the shift of the market is quite recent, there is already ample evidence of the rapid impacts on the 

mining sector. 

1. Cyclical over-supply leading to price crash 

The price of thermal coal (for power stations) has fallen 45% from around 130 $ a ton in 2011 to $73 a ton in 2014. 

The price of coking coal (for steel making) has fallen 60% from about $300 in 2011 to about $120 a ton in 2014. 

- Citigroup research Global Thermal Coal - When Cyclical Supply Met Structural Demand finds that 

“thermal coal is facing twin challenges of cyclically strong supply growth and a structural decline in 

demand growth”. About the structural decline of the demand, Citi says “The shale gas revolution was the 

first blow, but rapidly declining wind and solar costs are set to erode coal’s long-time cost advantage (…). 

Increasingly strict environmental measures are also severely limiting the feasibility of opening new coal 

power plants not only in Europe and North America, but in China as well”; 

- The rating agency Fitch estimates that Asian thermal coal prices will remain weak on oversupply in 2015, 

and Deutsche Bank’s report Thermal Coal: Coal at a Crossroads finds that the global thermal coal 

market will remain oversupplied this decade; 

- Goldman Sachs report The window for thermal coal investment is closing predicts “a sharp deceleration 

in seaborne demand (we expect average annual growth to decline to 1% in 2013-17 from 7% in 2007-12)”. 

It adds “Volume growth from rising productivity will be sufficient to satisfy seaborne demand without the 

need for large scale investment in new capacity. (…) We believe that new investment in large scale 

projects requiring new infrastructure is unlikely to earn a return as the window for profitable investment 

in new mining and infrastructure capacity has closed"; 

- The China Coal Industry Association (CCIA) said that coal stockpiles totalling more than 300 million 

tons in China have served to hold down prices and erode profitability across the industry. 

 

2. Coal miners ‘caught in perfect storm’ (Financial Times) 

- World’s biggest global miners BHP-Billiton and Rio Tinto habe been selling assets and are 

reducing their coal exposure, refocusing notably on iron ores; 

- In China, China Coal Industry Association’s data from show that coal production in April 2014 fell 

1.31% compared with the previous year; 

- In India: 

o The enormous $33 bn ‘Coalgate’ corruption scandal over the give-away of huge coal resources to 

private companies with little if any return to the government owner of the resource involved 

numerous companies and some national high level political leaders. It culminated in August 

2014 with the Supreme Court declaring all coal allocations since 1993 illegal because of 

arbitrary, untransparent and unfair procedures. The Court has reserved its verdict on the fate of 

218 coal blocks indefinitely, causing considerable uncertainty in the market; 

o Gigantic monopoly coal producer Coal India had to abandon its share offer amongst growing 

investor skepticism. It announced instead a special dividend of nearly $3 billion dollars - more 

                                                 
2
 According to the analysis from the Institute for Energy Economics and Financial Analysis (IEEFA), http://www.ieefa.org/category/adani-

carmichael-coal-project/ 

http://www.ieefa.org/category/adani-carmichael-coal-project/
http://www.ieefa.org/category/adani-carmichael-coal-project/
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than the company's profit in 2013. But despite this dividend the share price continued to linger 

at the price where it was when it was listed on the exchanges in 2010; 

o For six years in a row, Coal India has been failing to meet its production target because of five 

pressure points according to IEEFA research: Poor regulatory planning structures; legal 

challenges to coal block allocations; resistance to new coal mines due to the environmental 

impacts; exhaustion of the higher quality, shallower coal resource deposits ; and poor railway 

infrastructure limiting capacity to move coal from mines to power plants; 

o The coal Ministry took back 31 coal blocks out of 61 allocated to private firms including the Tata 

group over delays in developing them, jeopardising billion-dollar projects. 

- In Indonesia: 

o The government may revoke contracts of 17 coal miners that owe royalties to the government, 

including Arutmin, part of country’s biggest coal miner Bumi; 

o Coal production in Indonesia will likely remain flat in 2014 according to the head of the coal 

mining association; 

- In Australia: 

o The $7 bn mega-project of the Wandoan coal mine was scrapped in Queensland; 

o IEEFA research found that Adani’s $7bn coal megaproject (Carmichael coal mine, rail and 

Abbot Point port terminal) is similarly uneconomic; 

o Deutsche Bank said that Rinehart’s Alpha and Clive Palmer’s China First mega-projects may 

suffer a similar fate to Wandoan; 

o In February 2014, coal giant Peabody Energy declared it was considering the closure of 

Australian mines that it indicated were safe a few months before; 

- In the U.S.: 

o Coal exports are plunging amid global oversupply. U.S. coal shipments increased to an all-time 

high of 126 Mtons in 2012. But in 2013 exports dipped to 118 Mtons. Consultancy Wood 

Mackenzie estimates fewer than 100 Mtons in 2014; 

o Three out of six proposed coal export terminals in the Pacific Northwest have been cancelled in 

the last two years; 

o In Wyoming the U.S. the Bureau of Land Management held a sale for the lease of 148 million 

tons of coal on public land in the Powder River Basin but didn’t received a single bid, the first 

time this has ever happened in the state; 

o Record penalty was agreed for water clean up: according to the EPA and the Justice 

Department, one of the U.S. biggest coal companies, Alpha Natural Resources, and 66 of its 

subsidiaries, will pay $227,5 million; 

- In Columbia, Canada’s Braeval Mining cancelled an option to acquire a mining area citing “unfavorable 

market conditions”. Columbian mining sector has a hard year in 2013 with supply disruptions caused by 

demonstrations, strikes and even kidnaps and bombing of rail lines by left-wing rebels. 

 

3. Financial losses or falling profits for coal miners 

- In China, more than 70% of Chinese coal producers are losing money according to the the China Coal 

Industry Association, whose data show that combined profits of major coal miners fell 41.2%, and total 

losses climbed 39.7% in 2013; 

- In Indonesia, six coal companies out of 14 in Bengkulu province of Indonesia stopped their operations 

due to low sales price and high transport costs; 

- In Vietnam, the largest coal supplier doesn’t cover production costs. Despite the latest price 

adjustment, the domestic price is currently only 63-66 % of the production cost; 

- In Australia, mining industry data compiled by the council of Queensland show that a quarter of mines 

in Queensland are losing money; Glencore estimates that one-third of mines nationwide are in the red. 

 

4. Bankruptcies and financial risks on the rise 

 In China, the banking regulator ordered its regional offices to increase scrutiny of credit risks in the 

coal-mining industry, signaling government concern about possible defaults; 

 In the U.S., law firm SchulteRoth&Zabel’s report Hot topic in coal company bankruptcies concludes: 

“As the coal mining industry continues to face mounting pressures, regulations and competition, we 
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expect additional bankruptcy filings”. Patriot coal, the second biggest U.S. coal miner, filed for 

bankruptcy in 2013. IEEFA estimates that “The nation’s largest coal producers are deeply in debt and 

struggling to maintain liquidity. And the worst is yet to come”; 

 In Indonesia, the rating agency Moody declared the country’s biggest coal miner Bumi very near 

default and added “We expect debt leverage of our four rated Indonesian coal producers to deteriorate 

beyond their rating parameters, increasing the risk of negative rating actions over the next 12 to 18 

months”; 

 Globally for UBS, “While there does not appear to be any imminent bankruptcy risk, we want to discuss 

the potential event path to a next potential liquidity crisis looking ahead 2-3 years”. 

 

5. Coal stock prices collapse 

 In China, shares in China Coal, the second largest coal company, fell dramatically after the company 

announced profits cuts by 65%. 

 In Australia, the HSBC report Coal and Carbon Revisited finds that the market value of coal assets 

owned by Australia’s biggest mining groups could be slashed by nearly half – or more than $20 billion; 

 In the U.S., according to the IEEFA, coal stocks lost 61% of their value in the past three years at a time 

when the Russell 3000 Index has increased by 47%. U.S. company Peabody Energy, the world’s largest 

pure-play private coal miner, has lost 74% of its value over the last three years. In 2014, according to UBS 

so far Peabody Energy is down 9.5%, Arch Coal is off 16%, Alpha Natural Resources has plunged 48% 

and Walter Energy had plummeted 66%; 

 According to one long-time investor in the coal space, coal is now a last-in-class investment3. 

 

 

5. Demand side: ‘The thermal coal paradox' (Goldman Sachs): 
many utilities also make losses 
 

Paradoxically, although coal prices are decreasing, evidence suggests that coal power plants suffer an increasingly 

difficult environment due to several factors. 

1. Low prices not leading to new demand 

According to Goldman Sachs research The thermal coal paradox, a hostile environment to coal means that low 

prices are unlikely to create new demand: "The outlook for thermal coal demand remains challenged by structural 

headwinds that show no sign of abating." It cites increasing competition from renewables and natural gas and new 

regulations to reduce emissions and coal use. It adds “We believe that future demand growth will be increasingly 

concentrated in just a handful of countries: India, Korea, Taiwan and Japan". 

The report also questions the coal industry's claim that the fuel is a key component in the fight to reduce energy 

poverty in developing countries, and is also expressing doubt about the economic viability of ‘clean coal’ CCS 

technologies. A Citi research provides an updated cost curve showing eroding cost competitiveness of coal vs. 

alternatives in power generation. 

 

2. Financial losses or falling profits for coal plants 

 In China, the State Electricity Regulatory Commission (SERC) reported that almost all coal-fired plants 

may have been losing money since 2012 4; 

 In India: 

o An IEEFA research finds that private sector coal plants running on Australian imports are more 

expensive than renewables. With its cost modelling, IEEFA estimates that the required price is 

double the Indian wholesale price of electricity and treble the power purchase agreement signed 

over 2006-2009 with the government. It adds that wind, solar and hydro facilities can be built 

faster and / or at lower PPAs and incorporate a zero fuel cost, while imported coalt suffers a 4% 

inflation per year; 

o New private coal plants relying on planned cheap coal imports from Indonesia are losing money, 

since the Indonesian government decided to benchmark the export price to the global market price; 

                                                 
3
 Kurt Oehlberg, Managing Director, FBR, U.S. Coal Investment Strategy, 7 February 2014 

4
 http://www.serc.gov.cn/zwgk/jggg/201206/P020120627301744278401.pdf 

http://www.serc.gov.cn/zwgk/jggg/201206/P020120627301744278401.pdf


 WWF  |  Global coal 2013-2014: the market has shifted    12 

o The two power companies Tata Power and Adani Power suffered a legal setback with the Supreme 

Court rejecting the demand for a tariff increase. Tata Power and Adani Power are making a loss on 

their Mundra coal plant. 

- In Vietnam, losses of EVN – the largest coal power company - between 2009 and 2011 exceeded $940 

million and it is reported that latest 5% price rise in August will hardly improve things; 

 In the U.S., the utility Energy future holdings was in pre-bankruptcy negotiations in March 2014; 

 In the EU, the load factor of coal plants decline, impacting returns; 

 In South Africa: 

o In 2014 State owned utility Eskom was forced to do controlled power cuts early March, raising the 

spectre of the 2008 blackouts that cost the economy billions. It is struggling with its coal supplies 

and the unusually long period of rain experienced in the north-eastern parts of South Africa where 

90% of South African mines are; 

o According to Mergence, Eskom’s mega-coal plants Medupi and Kusile are expected to be more 

expensive that solar and wind. The latest round of the renewable bidding programme let to an 

average wind energy tariff of R0.65/kilowatt hour (kWh) and an average solar energy tariff of 

R0.80/kWh. This compares well with Eskom’s current average electricity cost of R0.64/kWh, but 

its tariffs are expected to increase with the new generation capacity from the Medupi and Kusile 

coal plants, with an average expected generation cost of R0.97/kW h. 

 

3. Coal share of the power mix declines 

 In China, coal's share of the power mix in 2013 dropped below 70% to 69.6% for the first time in 35 

years. According to the National Energy Administration (NEA), China added nearly 40% less coal- and 

gas-fired power capacity in the first quarter of 2014 than it did a year ago; 

 In the U.S., according to the U.S. Energy Information Administration the coal share of the power mix 

fall from 50% in 2003 to 33% in April 2012. It could drop to 21% in 2038 according to Black and Veatch; 

 In the EU, coal consumption hit a 18 year record low in 2013, falling by 5%; 

 In Germany, according to Fraunhofer Ise hard coal-fired generation fell by 18% year on year in 

January-March 2014 – its lowest since early 2011. The loading factor of hard coal-fired plants fell to 

58.6% in the first quarter of 2014, from 71.3% in 2013 and over 63% in 2012 and 2011. 

 In the UK, coal-fired generation in the second quarter of 2014 fell 23% year on year. 

 

4. Growing pipeline of coal plant projects cancelled or delayed 

 In China, 2011 investment in new coal plants weren't even half the level they were in 2005, and one-

third of coal plants projects approved in the country were stalled according to the China Electricity 

Council; 

 In India, an IEEFA report finds: “The proposed new coal generation plan is showing signs of significant 

financial stress and is likely to deliver far lower than expected levels of new supply over the next 5 years”; 

 In Indonesia, Adaro Energy said its joint venture firm BPI had declared force majeure on the 

construction of the 2 GW coal-fired Central Java Power Plant due to land acquisition problems and fierce 

opposition of Batang communities leading to high instability; 

 In the U.S., the coal industry and federal government launched in 2005 an initiative to build a new 

wave of coal plants to replace the nation’s aging fleet. However since November 2008, no new coal plants 

have broken ground (with the exception of the specific Kemper IGCC demonstration project in 

Mississippi, projected to cost $2.8 billion but now over $5.4 billion). In total, 182 proposed new plants, 

valued at $273 billion, have been canceled at various stages of development; 

 In the EU: 

o A wave of 112 coal plant proposals was announced by 2008-09. However, end 2012 only three of 

these 112 projects have broken ground and 67% have been definitely cancelled; 

o A research by Pöyry concluded “Further new projects to build coal-fired generation in Germany, 

the Netherlands, and Spain are all very unlikely”; 

o A Heinrich Böll Foundation research found that new coal plants in Germany would result in 

surplus capacity. It says “there is widespread agreement that renewables will not only replace 

nuclear power, but also cut into baseload and further reduce the previously estimated demand 

for new capacity”; 
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Why is investment falling off so dramatically? Evidence suggest a central element: coal plants are simply not 

making money, because building new coal plants is more expensive than expected, and the cost of the coal to 

supply those plants is volatile. These factors contribute to reduce confidence in the sector. 

 

5. Early retirement of existing coal plants, coal capacity falling in developed countries 

 In China, according to the China Electricity Council, China closed down over 80 GW of coal plants 

between 2001 and 2010 and is planning to phase out another 20 GW. This is equivalent to all electricity 

sources in Spain, the world's 11th largest electricity sector. 

In addition, Bernstein Research study says “We expect that China will start aggressively 

decommissioning coal-fired power stations and replacing them with nuclear or renewables by the second 

half of this decade”. “We believe that coal-fired power generation capacity will fall from ~800GW of 

installed capacity today to 650GW by the end of the decade as inefficient, small, old power stations are 

decommissioned; 

 In the U.S., the U.S. Energy Information Administration increased its short-term closure by 2016 from 

27 to 60 gigawatts of coal. In 2010, 1.4 GW of coal capacity retired, increasing to 2.5 GW in 2011 and 

skyrocketing to 10.2 GW in 2012 - or 3% of the total coal capacity operating in 2011. This corresponds to 

138 coal plants closed in 2011-13 and plans to retire another 150 soon according to the Union of 

Concerned Scientists. 

In addition, given the compliance obligation with the EPA Mercury and Air Toxics Standards by April 

2015, owners of 29.4 GW of coal capacity (9,5% of the U.S. coal capacity) have announced plans to retire 

and owners of another 63 GW (20.4%) are faced with the decision of upgrading or retiring their plants; 

 In the EU, the period 2000-2013 saw a net closure of 19 GW of coal power plants (11% of the 2013 EU 

coal fleet). In 2013, the 1.9 GW of new coal capacity was dwarfed by the 7.7 GW decommissioned coal 

capacity, leading to a net closure of 5.8GW of coal. Bloomberg New Energy Finance expects that 20GW 

will close between 2013 and end 2015 as a result of the pollution controls introduced under the Large 

Combustion Plants Directive (LCPD). 

In addition it is estimated that 60% of existing EU coal capacity is not compliant with the Industrial 

Emissions Directive (IED) entering into force in 2016 – potentially leading to a further wave of coal 

capacity closure beyond the 20 GW. According to Cedigaz, 65-70 GW of coal capacity will be retired by 

2023 as a result of the LPCD and IED emissions caps. 

According to a Bloomberg NEF report, coal-fired in the EU capacity will shrink from 195GW today to 

125GW in 2030 (- 36%). 

 

 

6. Strong renewable growth, solar boom 
 

1. Renewables make the bulk of new electricity capacity in key countries and quickly grow in 

almost all countries: 

 In China: 

o According to the National Center of Climate Change Strategy, 75% of the investments in the 

power sector in 2013 flowed to non-fossil fuel projects, including solar, hydro and nuclear. Since 

2009 renewable energy investment has outpaced coal investment and the gap is growing; 

o In 2012, wind alone outpaced new coal plant investment in China, and the 12 GW added solar 

capacity in 2013 outstripped all expectations according to Bloomberg NEF; 

o According to BP, China is now the world’s biggest investor in renewables. It invested $56 billion 

in 2013 alone – more than the entire EU (at $48 billion); 

 In India: 

o From three years ago when solar capacity was almost zero, the country added 2.2 GW of solar 

PV to its grid in 2013 (enough to power 20 million Indian homes). Solar projects need fewer 

clearances and take six to twelve months to develop, versus about eight years for a coal plant; 

o The wind sector benefitted the second fastest global clean energy investment growth in 2011 to 

$10.2 billion, installing 2.8GW of new wind capacity in one year; 

o It is reported that Coal India, the coal mining monopoly, could build $1.2 bn of solar projects; 
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 In Indonesia, geothermal generation and biofuels are rapidly increasing. At 520%, Indonesia had the 

world’s fastest growth rate in installed clean energy capacity in 2011 compared to 2010, with over $1 

billion investments; the geothermal leader EDC plans to accelerate geothermal development; 

 In the Philippines, the pipeline for approved PV projects moved close to 1 GW end 2013; 

 In Thailand, the IHS Solar figures show 690 MW of new PV capacity being added in 2013, expected to 

increasing to 753.6 MW in 2014; 

 In Australia, there were roughly 8,000 solar rooftops in 2007. Now the number has jumped to over 1 

million for 23 million habitants; 

 In Japan, a solar boom drove an 80% increase in renewable energy investment to $29 billion in 2013, 

with 6.7 GW of solar capacity approved.  Over 10 GW of added solar capacity are expected in 2014; 

 Asia and America increased their renewable energy investments in 2013 with a 26% increase to $12 

billion in Americas (excluding U.S. and Brazil), helped by positive trends in several Hispanic countries 

and in Canada, and a 47% rise to $43 billion in Asia (excluding China and India); 

 In the U.S., according to the Solar Energy Industries Association, 2013 was a record year for solar with 

4,75 GW of solar PV installed, up 41% over 2012 and nearly 15 times the amount installed in 2008. Solar 

became the second-largest source of new electricity generating capacity at 29% of all new capacity 

(behind gas) and up from 10% in 2012. More solar has been installed in the U.S. in the past 18 months 

than in 30 years; 

 In the EU, 72% of new EU power capacity came from renewables in 2013 according to EWEA, with wind 

alone representing 32% and solar alone 31%. Germany hit a 74% renewable peak in Spring 2014, with 

renewable energy accounting for about 31% of Germany’s electricity mix in the first half of 2014. 

Renewables now account for a greater share of electricity than brown coal. Germany is on the way to 

achieve a target of 45% renewables by 2025; 

 In South Africa, clean energy investment increased from $100m in 2011 to $5.5bn in 2012. South 

Africa is ranked as the most attractive emerging country for solar energy, according to HIS; 

 Sub-Saharan Africa will add more renewables in 2014 than in the past 14 years according to 

Bloomberg NEF – adding 1.8 GW of new capacity (excluding large hydro). Renewable investment in 

countries including South Africa, Kenya and Ethiopia is estimated at $5.9 billion in 2014 and may reach 

$7.7 billion in 2016. For the period 2014-2016 new capacity of 1.4 GW in Kenya and 570 MW in Ethiopia 

are expected from geothermal, wind and solar. 

 

2. Governments setting increasingly aggressive targets 

 In China, back in 2010 the cumulative solar target was 5GW by 2015, raised several times to 35GW. 

Now China expects to double this to 70GW by 2017. This is equivalent to the total cumulative PV capacity 

in the world in 2011; 

 In India, the government aims to nearly double wind power in five years by installing 15 GW of new 

wind power capacity by 2017. It also adopeted a target of deploying 20GW of solar energy by 2020. More 

recently India started to plan at least four giant solar parks of 20 GW each;  

 In Vietnam eaccording to the National Energy Institute, Vietnam considers the development of 

renewable energy a top priority and begun exploring the potential of its promising bio- gas, wind power, 

solar power and geothermal electricity resources; 

 In the Philippines, the government has a target to triple its renewable energy capacity to 16 GW by 

2030 and is currently on track to deliver; 

 In Thailand, in 2013, the government increased its target for solar power from 2 GW to 3 GW of 

capacity by 2021; 

 In Japan, the government planned to increase renewable capacity from 8% of the total to 40% by 2030; 

 In South Korea, the government set a target to increase South Korea's share of global clean technology 
exports from 2% to 8%; 

 In South Africa, the government plans to build 17,8 GW by 2030 – starting with 3.75 GW within five 

years, and add a further 3.2 GW by 2020; 

 In Brazil, the government aims to source 80% of its energy from renewables by 2030; 

 In Russia, the government has also set renewable targets, although modest. 
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3. Renewable (almost) competitive, solar nearing grid parity 

 

A number of researches converge in finding that solar is nearing or achieving ‘grid parity’: 

 The Deutsche Bank report Let's start the second gold rush finds 19 regional markets around the world 

that have achieved "grid parity", meaning that PV solar panels can match or undercut local electricity 

prices without subsidy in the following countries: California, Chile, Australia, Turkey, Israel, Germany, 

Japan, Italy, Spain and Greece, for residential power, as well as Mexico and China for industrial power; 

 HSBC report on the solar industry estimates that between 2009 and 2014, the difference between the 

levelized cost of electricity (LCOE) of solar and coal has fallen by around 80 %. “HSBC equity research 

analysts believe that without considering the favorable effects of policies and supportive schemes, several 

states in the U.S. and markets in Europe have already reached retail grid parity”; 

 The Citi research The Age of Renewables is Beginning finds “Solar is still early in the growth cycle, and in 

many countries -- Germany, Spain, Portugal, Australia, and the Southwest U.S. -- residential-scale solar 

has already competed with average residential electricity prices”. It says the base case for LCOE for solar 

is 13 cents/kWh. It compares favourably with new coal, whose LCOE is around 15.6 cents/kWh due to 

regulatory environment and construction costs. Citi concludes coal is basically priced out of the market; 

 The UNEP & Bloomberg NEF report estimates that wind and solar in 2013 were much closer to full 

competitiveness with fossil fuel alternatives – even where the latter are not encumbered by carbon 

emission charges. It adds “2013 brought a trickle of significant projects – many of them in Latin America 

but others in the Middle East and Africa – in which hundreds of millions of dollars’ worth of investment 

was being made in wind and solar without any subsidy support”. 

 In China, Bernstein Research notes: “With installed cost now approaching 1$/W, solar on a distributed 

basis is economic against on-grid power prices”; 

 In India, the IEEFA research Indian Power Prices finds that the cost of solar electricity generation in 

India has fallen 65% over the last three years. For solar farms commissioned in 2018 it finds fair to 

expect a cost of around Rs4.00/kWh, 30% below the cost of imported-coal fired power generation; 

 In the U.S., a McKinsey study says the weighted average PV system prices across all sectors has 

dropped to a new record low of $2.59 a watt in 2013 from more than 6$ in 2010. It expects it to fall to 

$2.30 by 2015 and $1.60 by 2020. This will put solar within "striking distance" of coal and gas, it says; 

 In Germany, Fraunhofer Institute for Solar Energy Systems’ report suggests that wind and solar plants 

are already competing economically with fossil fuel. It calculates that the LCOE of PV by 2030 will sink to 

the range of €0.055 to 0.094 /kWh so that even small rooftop PV systems will be able to compete with 

brown coal (€0.06 to 0.08 /kWh), hard coal (€0.08 to 0.11 /kWh) and gas plants (€0.09 to 0.12 /kWh); 

 In Spain, the private company Grupo Enerpro developed and connected the country’s first unsubsidized 

1 MW utility-scale solar project to the grid in 2013, it plans to develop ten more projects in 2014; 

 In the Middle East, considered by many analysts to be the next big market in solar, oil-fired power 

plants show generation costs in the range of €0.13 to €0.17 /kWh, compared to around €0.08 /kWh for 

solar PV; 

 In Brazil, the government recently conducted its first “solar auction” that allocated 123 MW of capacity 

at an average price of $97.80 per MWh; 

 In Chile are hosted numerous large-scale solar projects, including the world’s largest “merchant” solar 

plant -- a project built to sell electricity into the open market. 

 

4. Prospects for massive future renewable developments 

 Globally, the Bloomberg NEF 2030 Market Outlook forecasts that renewables will get 66% of the 

expected $7.7 trillion to be invested in new generating capacity by 2030. About half of the renewable 

investment ($2,5 trillion) will be in Asia. Around 4,000 GW of renewable power capacity will be added 

globally. Fossil fuel’s share of power generation will shrink from 64% now to 46%. Solar capacity will 

expand in every region and mostly in Asia, where new solar will exceed coal and gas combined “with 

nearly 800 gigawatts of rooftop and utility-scale PV added”; 

 A very recent IEA report finds that solar could be the top electricity source by 2050: PV could generate up 

to 16% of the world's electricity by 2050, a significant increase from the 11 % figure in the 2010 IEA 

Roadmap. "Concentrating" solar power plants could provide a further 11% - totalling 27% of global power 

by 2050. IEA Executive Director Maria van der Hoeven said: "The rapid cost decrease of photovoltaic 

modules and systems in the last few years has opened new perspectives for using solar energy as a major 

source of electricity in the coming years and decades". 
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 A Citigroup research finds that wind and solar could benefit $5.7trn worth of investment before the limits 

of electricity reliability and integration costs (grid expansion) are reached globally; 

 In China, Bernstein Research says “Solar and wind will be 200GW and 250GW by the end of the 

decade, respectively” while coal capacity will reduce; 

 In the EU, a Bloomberg NEF report says the share of electricity from renewables will rise from 40% in 

2012 to 60% in 2030, while the share of fossil-fuel sources falls from 48% to 27%. “We expect Europe to 

invest nearly $1 trillion to increase its renewables capacity by 2030, with rooftop PV accounting for 

$339bn and onshore wind $250bn”, it says. The only major renewable power technology to remain 

subsidised in the 2020s will be offshore wind; 

 In South Africa, 42% of new energy capacity should be renewable by 2030. The solar PV power 

generation is expected to reach 1.05 GW by 2015 and 8.4 GW by 2030; 

 In the Middle East, Saudi Arabia had planned to invest more than $100bn in 41 GW of solar capacity, 

enough to cover 30% of their power needs by 2030 rather than burning fossil fuel needed for exports. 

Most of the Gulf States have comparable plans. 

 

5. Renewables replacing thermal power plants not adding to them 

According to the Citigroup research Energy Darwinism - The evolution of the energy industry, “Developed 

market utilities are seeing their addressable market shrink dramatically due to substitution and energy efficiency”; 

“the addressable market for EU utilities could reduce by 50% over the next two decades”. 

UBS goes further by finding that within a few decades, large-scale, centralized electricity generation from fossil 

fuels could be a thing of the past in Europe. UBS anticipates a three pronged assault from solar power, battery 

technology and electric vehicles that will render obsolete traditional power generation by large utilities. 

 

 

7. Coal for investors and banks: stranded assets and bearish 
market 
 

1. Step change in the stranded assets debate 

 The International Energy Agency warns investors that “around $300 billion in fossil fuel assets [could 

be] left stranded by stronger climate policies” by 2035. “Some investment in fossil fuel-based energy 

assets, as a result of changes brought about by climate policy, may not be able to earn an economic return 

prior to the end of their economic life and risk becoming stranded assets”; 

 The International Institute for Applied Systems Analysis (IIASA)’s report Stranded on a low-carbon 

planet finds that 37% of global investment in coal plants over the next 40 years could be stranded; 

 The Carbon Tracker Initiative research finds that up to 437 GW of China’s coal-fired power generation 

capacity could be at risk of stranding by 2020 due to lower-than-expected demand, equivalent to up to 

40% of total installed coal-fired capacity; 

 Leading EU broker research group Kepler Cheuvreux finds that fossil fuel companies could face losses of 

$28 trn in revenues by 2035 if governments get serious about limiting carbon emissions to 450 ppm of 

CO2e. The coal industry would lose $4.9 trn. Kepler Chevreux says that its forecasts do not rely on there 

being a global climate agreement struck in Paris at the end of 2015. It says trillions of dollars are still at 

risk from unilateral and regional action, pollution controls such as those being implemented by China, 

and the falling of cost of renewables, which will likely displace more coal, gas and oil production ; 

 The Oxford University research Stranded Down Under? finds for Australian coal assets, givne the 

changing coal demand patterns in China: “Prices could also drop to the point where it is in the interests 

of miners to cease production, resulting in stranded mines and dependent infrastructure”; 

 For Standard & Poors, “a significant decline in coal production and consumption globally is becoming a 

much more realistic concept”; “Over the long term, coal miners may experience stranded assets as a 

result of carbon constraints”. 

 A group of 72 global investors, managing more than $3 trillion of assets, coordinated efforts to ask the 

world’s 45 top fossil fuel and power companies to assess how they manage climate risks; 

 More than 340 institutional investors representing $24 trillion backed CO2 pricing at the UN Climate 

Summit, calling governments to set a price tag on pollution by taxing carbon emission or implementing 
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cap and trade emissions policies. They include some of the world’s largest asset managers like 

BlackRock, Calvert Investments, BNP Paribas Investment Partners, Deutsche Bank and Standard Bank; 

 

2. Banks policies and practices evolving 

 Five banks have ruled out financing for the coal mega-project Abbot Point in Australia given its risks: 

Barclays, Credit Agricole, Deutsche Bank, HSBC and Royal Bank of Scotland; 

 JPMorgan Chase and Well Fargo ended support for Mountain Top Removal coal mining, a controversial 

U.S.-based coal mining practice. 

 

3. Coal divestments on the rise in a bearish market 

 An Oxford University research finds that the fossil fuel divestment campaign can have impacts on coal 

companies. Although the direct impacts of divestment on equity or debt are likely to be limited, it notes 

that there are likely to be greater direct effects on coal valuations, as coal companies represent a small 

fraction of the market capitalisation of fossil fuel companies. Coal stocks are also less liquid; 

 The FTSE Group, the global index provider with BlackRock, the largest asset manager in the world and 

the Natural Resource Defense Council, launched the "FTSE Developed ex-Fossil Fuels Index Series." It 

excludes companies linked to exploration, ownership or extraction of carbon-based fossil fuel reserves; 

 A survey by the investment company First Affirmative finds that fossil-free investment portfolios soared 

50% in 2013: 36% of investment professionals indicated that they now offered investors the option to 

explicitly exclude the fossil fuel industry from their investments, up from 22% in 2013. According to 

Bloomberg NEF, “initial analysis of ring-fencing and indexing shows that ex-fossil fuel portfolios have 

performed on par with those including oil, gas, and coal producers”; 

 An IEEFA research notes that institutional investors require solid returns on their investment but the 

coal industry has failed to produce in this area. “Each pension fund has limited holdings in the coal 

sector. Selling the stock would actually put the money to more profitable use and better protect the 

beneficiaries of the funds”; 

 Several institutions have already divested or restricted coal investments: 

o The $121 bn Storebrand fund (Sweden); 

o The $249 bn fund Scottish Widows Investment Partnership (SWIP, UK); 

o The $38 bn AP4, the fourth national pension fund of Sweden; 

o the $29 bn HESTA super fund for health and community services (Australia); 

o the $3 bn AMP fund (Australia); 

o the prestigious Stanford university; 

o the Rockefeller fund; 

o the World Council of Churches, representing 345 member churches and 590 million Christians 

worldwide); 

 A new coalition of investors, the Portfolio Decarbonization Coalition (PDC), committed to substantially 

reduce the carbon footprint of US$100 billion of institutional investment worldwide by December 2015. 

It includes Europe’s largest asset manager Amundi and the fourth national pension fund of Sweden AP4; 

 In the U.S., the new Wall Street consensus is that Northwest coal exports are now too risky to touch; 

Goldman Sachs dropped coal investment related to the colossal Gateway export Pacific Terminal; 

 A Boomberg NEF report finds that “coal divestment could be relatively easy”. “Coal equities have already 

trended down nearly 50% in the past five years”. According to the report, the coal equity universe is 

worth $233bn – approximately the same level as the universe of clean energy equities valued at $220bn. 

It is confirmed by the Scottish Widows Investment Partnership (SWIP) that says: “Divesting from pure-

play coal miners probably would not impact portfolios much either way – they are just too small (…)”. 
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Ten top producers Ten top consumers Top importers Top exporters 

China              3549 Mt China               3838 Mt China                289 Mt Indonesia       383 Mt 

USA                 935 Mt USA                   821 Mt Japan                184 Mt Australia        301 Mt 

India               595 Mt India                  755 Mt India                 160 Mt Russia             134 Mt 

Indonesia       443 Mt Germany          236 Mt South Korea    125 Mt USA                 114 Mt 

Australia         421 Mt Russia               225 Mt Chinese Tapei 64 Mt Columbia        82 Mt 

Russia             359 Mt South Africa    202 Mt Germany          45 Mt South Africa   74 Mt 

South Africa   259 Mt Japan                201 Mt UK                     45 Mt Canada            35 Mt 

Germany        197 Mt Poland              153 Mt   

 Poland            144 Mt South Korea     140 Mt 

  Kazakhstan    126 Mt Australia           120 Mt 

  Total 7028 Mt     

(90% of world 

production) 

Total 6691 Mt    

(85% of world 

consumption) 

Total 912 Mt       

(12% of world 

production) 

Total 1123 Mt      

(14% of world 

production) 

World 7831 Mt 

(+2,9% from 2011)       

Sources: World Coal Association, IEA, US EIA, BP, World Steel Association, WEC 

 

Eight of the top 10 producers are among the top 10 consumers. 

China is byfar the largest coal player globally, accounting for around half of global production and consumption. 

Put together, Central European countries (including Germany) produced 396 Mt in 2012 – an equivalent of the 

fifth biggest producer globally. 

Indonesia, Australia and Columbia are largely export-oriented: they export three quarter or more of their 

production. 
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In 2012 China was the biggest coal producer, consumer and importer globally, consuming around half of total coal 

worldwide. 

 

Policy changes 

 

 

China to ban imports of high ash, high sulfur coal from 2015 
(September 2014) 

 

Through a new policy, China will ban the import and local sale of coal with high ash and sulfur 

content starting from 2015 in a bid to tackle air pollution. China imported about 54 million tonnes of 

Australian thermalcoal and another 13 million tonnes from South Africa in 2013 - most of which would not meet 

the proposed restrictions on ash and sulfur content.  

Under the new regulations, to come into effect in January, the government has set different level of requirements 

on coal grades for mining, local sales and imports. The most stringent requirements are for cities in the southern 

Pearl River Delta, the eastern Yangtze River Delta and three northern cities including Beijing, Tianjin and Hebei. 

These will be banned from burning coal that has more than 16 percent ash and 1 percent sulfur, according to a 

statement published on the National Development and Reform Commission website. Since the coastal regions 

such as Guangdong and Zhejiang province are some of China's top coal importers, the regulations are set to block 

a sizeable amount of imports. 

The government will also implement a blanket ban on domestic mining, sale, transportation and 

imports of coal with ash and sulfur content exceeding 40 percent and 3 percent respectively. 

When the regulation is implemented, Australian and South African coal with a heating value of 

5,500 kcal/kg will be worst hit, since their ash content hovers around 23-25 percent and they 

contain sulfur of 0.8-1.0 percent, traders have said. 

Source: http://www.reuters.com/article/2014/09/16/us-china-coal-imports-idUSKBN0HB02M20140916 

 

 

 

 

China pledges to limit carbon emissions for the first time 
(June 2014) 

 

China, the world's biggest emitter of greenhouse gases, is considering plans to set an absolute cap on its carbon 

dioxide emissions from 2016, a top government adviser said. He Jiankun, chairman of China's Advisory 

Committee on Climate Change, told a conference in Beijing that China might introduce absolute CO2 emission 

control in the upcoming 13th Five-Year Plan period (2016-2020). This is a proposal made by Chinese experts after 

extensive research but not yet a government decision. 

Source: http://www.theguardian.com/environment/2014/jun/03/china-pledges-limit-carbon-emissions 

 

 

http://www.reuters.com/article/2014/09/16/us-china-coal-imports-idUSKBN0HB02M20140916
http://www.theguardian.com/environment/2014/jun/03/china-pledges-limit-carbon-emissions
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Twelve Chinese provinces – almost half of China’s coal 
consumption - pledged to implement coal control measures 
(April 2014) 

 

12 of China’s 34 provinces, representing 44% of China’s coal consumption, have pledged to implement coal control 

measures. 

So far, six Chinese provinces have included absolute coal consumption reduction targets in their air pollution 

action plans, with a 50% reduction targeted in Beijing, 13% in Hebei, 19% in Tianjin, 5% in Shandong, 21% in 

Chongqing and 13% in Shaanxi, by end of 2017, compared to 2012 levels. 

The targets cover a significant slice of China’s total coal use: Shandong is the largest coal consumer among 

Chinese provinces, burning as much coal as Germany and Japan combined; Hebei ranks fourth among Chinese 

provinces and Shaanxi is also in the top 10. 

Another two key economic regions – the Yangtze River Delta (YRD), composing Shanghai, Jiangsu, and Zhejiang, 

with 11% of national coal consumption, and the Pearl River Delta (PRD) – are aiming for absolute reductions in 

coal use by the end of 2017. 

Additionally, two large coal-consuming provinces to the northeast of Beijing - Liaoning and Jilin - will have to 

limit growth in coal use to less than 2% per year in the period from 2013 to 2017. Until very recently, all of the 

provinces covered by the plans, with the exception of Beijing, have seen coal consumption grow rapidly. 

 

 

 

Source: Greenpeace, The end of China’s coal boom, 6 facts you should know, April 2014 
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Big Bang measures to curb coal with governmental ‘Action 
Plan for Air Pollution Prevention and Control’ (April 2014) 

 

China’s State Council released its Action Plan for Air Pollution Prevention and Control (here in after referred to as 

Action Plan) on 12 September 2013, eight months after the widely-reported air pollution episode that occurred in 

January 2013, which covered one-sixth of China’s territory. The Action Plan sets the roadmap for air 

pollution prevention and control for the next five years in China with a focus on three key regions: 

the Beijing-Tianjin-Hebei area (Jing-Jin-Ji), the Yangtze River Delta (YRD) and Pearl River Delta 

(PRD). 

In short, the Action Plan promotes the development of provincial level action plans to set an 

absolute coal consumption cap or slow down the coal consumption growth rate, both of which can 

help achieve energy saving and emission reduction targets during the Twelfth Five-Year Plan period. The goal of 

the Action Plan is to improve the air quality of the entire country by 2017. 

The release of the Action Plan was reported publicly on the website of China’s central government and by the 

state-run Xinhua News Agency and CCTV, where it was described as a crucial step toward air pollution prevention 

and control in China. It is the country's most detailed and strict plan on this matter, demonstrating the political 

will to tackle the severe air pollution that has increasingly plagued China. Specifically, the plan pledges to 5: 

1. Control coal consumption by establishing medium- and long-term targets for coal consumption. This 

includes targets to: 

-    Prohibit the approval of new coal-fired power plants in the three key industrial areas (except for 

combined heat and power plants), while requiring existing coal consuming projects to implement coal 

reduction and substitution projects; 

-    Cut the percentage of total energy generated by using coal to below 65% by 2017 (down from 66.8% in 

2012); 

-    Achieve negative coal use growth rate in the three key polluted areas by replacing coal with electricity 

generated from natural gas and non-fossil fuel energy. 

2. Cut iron-making and steel-making capacity by 15 million tons in 2015; 

3. Control the number of automobiles on the roads - e.g. Beijing restricts new car growth to a cap of six 

million vehicles citywide by 2017 (currently 5.35m); 

4. Increase non-fossil fuel (such as wind and solar) from 9.1% in 2012 to 13% by 20176. 

 

In response to the Action Plan, provincial authorities have set targets to tackle air pollution and 

curb coal consumption: 

- Beijing has pledged to cut coal consumption by 50% (13 million tons) by 2017 compared to 2012 levels; 

Hebei by 13% (40 million tons); Tianjin by 19% (10 million tons); and Shandong province by 5% (20 

million tons). Shaanxi province pledged to set a coal consumption cap of 138 million tons by 2017 and 

Chongqing 58 million tons (21% reduction compared to 2012 levels)7. 

- At present, the Yangtze River Delta (YRD) including Shanghai, Jiangsu province and Zhejiang province, 

accounts for 11% of national coal consumption. Along with the Pearl River Delta (PRD), the YRD has 

pledged to achieve negative coal consumption rate by 2017. Guangdong province pledged to reduce the 

proportion of coal used in the total provincial energy mix to below 36% by 2017, Jiangxi, Jilin and Hunan 

province below 65%, and Hubei province below 60%. 

- Heilongjiang, Anhui, and Fujian provinces pledged to control coal consumption, but have not yet 

announced any specific targets. 

                                                 
5
 Finamore, B., 2013. China Pledges to Tackle Air Pollution with New Plan. 

http://switchboard.nrdc.org/blogs/bfinamore/china_pledges_to_tackle_air_po.html 
6
 Jing, L., 2013. China unveils tough measures to combat air pollution, http://www.scmp.com/news/china/article/1308794/china-unveils-tough-measures-

combat-air-pollution 
7
 Ministry of Environmental Protection, 2013. Implementing Rules for the Implementation of the Air Pollution Prevention and Control Action Plan of 

Beijing-Tianjin-Hebei and the Surrounding Areas,: http://www.mep.gov.cn/gkml/hbb/bwj/201309/W020130918412886411956.pdf 

http://switchboard.nrdc.org/blogs/bfinamore/china_pledges_to_tackle_air_po.html
http://www.scmp.com/news/china/article/1308794/china-unveils-tough-measures-combat-air-pollution
http://www.scmp.com/news/china/article/1308794/china-unveils-tough-measures-combat-air-pollution
http://www.mep.gov.cn/gkml/hbb/bwj/201309/W020130918412886411956.pdf
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These coal control measures mean a reduction in coal consumption of approximately 350 million 

tons by 2017 and 655 million by 2020, compared with business-as-usual growth (by comparison the 

total coal consumption of the third biggest coal consumer globally, India, amounted to 595 Mt in 2012). Further 

reductions in coal consumption covering most of China’s coal use can be expected if more provinces put forward 

their coal control plans. 

In addition, the energy intensity in 2013 decreased by an enormous 9.25% from that of 2010, and is therefore on 

track to achieve the 16% energy saving goal prescribed by the Twelfth Five-Year Plan. 

But there was also a major political change in 2013: it was the first year that the fight against air pollution jumped 

to the top of the political agenda. At the same time “coal control” gained significant political and social 

momentum, and discussion of the coal cap is no longer a politically sensitive subject.  

Source: Greenovation Hub Annual Policy Briefing, A Review of China’s Climate Policies and Actions in 2013 (April 

14) 

 

 

 

 

Surprise move: first western province sets ambitious coal 
consumption reduction target (February 2014) 

 

In a very significant surprise move, the western Chinese province of Sha'anxi has announced an extremely 

ambitious coal consumption reduction target, committing to burning no more than 138 million tons in 2017. The 

province burned 162 million tons in 2011 (the equivalent of the total Polish coal consumption).  

The provincial capital, Xi'an, has suffered from extreme air pollution even worse than Beijing, with annual average 

levels of fine particles exceeding WHO guideline ten-fold. The province said it will focus on developing wind, 

solar, geothermal and natural gas. 

This is quite significant because some had understood that the ambitious coal caps in the prosperous eastern 

provinces would drive coal burning power plants and heavy industry into the poorer but rapidly developing west.  

Sha'anxi had major coal mining and heavy industry expansion plans, with 5 GW of coal-fired power generation 

capacity under construction and 40-60 GW being planned (ranking second among all Chinese provinces). As the 

planned power generation capacity alone would burn through approximately 130 Mt of coal per year, it is clear 

that the implementation of this target implies a dramatic re-evaluation of the coal industry 

expansion in one of the key western provinces. 

Sources:    http://www.ieefa.org/wp-content/uploads/2014/02/Thermal-Coal-Outlook-February-2014-

Observations-IEEFA.pdf 

   http://energy.chinadaily.com.cn/meitan/2014/0113/11411.html 

 

 

 

 

 

 

 

 

 

 

 

http://www.ieefa.org/wp-content/uploads/2014/02/Thermal-Coal-Outlook-February-2014-Observations-IEEFA.pdf
http://www.ieefa.org/wp-content/uploads/2014/02/Thermal-Coal-Outlook-February-2014-Observations-IEEFA.pdf
http://energy.chinadaily.com.cn/meitan/2014/0113/11411.html
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China developing and launching at least seven carbon markets 
(November 2013) 

 

2013 saw the birth of the carbon market in China, and five out of seven regional emissions trading systems (ETS) 

pilots went live. 

China is developing at least seven pilot emission trading schemes: 

- China’s first ETS began in June, in the city of Shenzhen (pop. 7 million). The Shenzhen market covers 

over 800 private and public organisations responsible for 31 million tons of carbon dioxide (CO2), or 

about 40 per cent of the city’s emissions; 

- Guangdong province (pop. 100+ million), which includes Shenzhen, is expected to launch a provincial 

carbon market by the end of the year. This will be the world’s second largest ETS. Covering 600-650 

million tons of CO2 across the power, iron, steel, cement and petrochemical sectors, it will be nearly 

twice as large as Australia’s national carbon market and smaller only than the European Union ETS, 

which covers 2.1 billion tonnes of CO2. (California’s ETS is at 165 million tons); 

- The region of Hubei and the cities of Chongqing and Tianjin are also preparing emission schemes; 

- Shanghai launcedh an emission trading scheme on 26 November, covering approximately 190 companies 

emitting 110-150 million tons of CO2; 

- The Beijing market began on 28 November, and covers more than 400 companies responsible for 

emissions from power, industry and large buildings; 

- Hangzhou (pop. 8.7 million) begins plans for an eighth carbon market pilot; 

- Jiangsu province (pop. 80 million) also considers an ETS to cut emissions from industry; 

- Jining city (pop. 8 million) says it is considering a carbon market to address pollution. 

Each market has slightly different characteristics, enabling China to test the effectiveness of a range of 

approaches. In total, the seven pilot carbon markets will cover more than 700 million tonnes of 

carbon pollution by 2014. China plans to implement a national scheme around 2016 based on the 

lessons learned from the pilot schemes. All the pilots are expected to have mandatory limits on pollution 

for covered sectors. Carbon prices in these markets will evolve through time and are difficult to project with 

confidence at this point. Since trading started in Shenzhen for example, prices there have ranged from below $A5 

to more than $A21 per tonne. 

In March, China raised its annual carbon target for 2013 (to cut CO2/GDP by 3.7%) after over-achieving its 2012 

target. 

In July, the Chinese finance minister said the country will introduce carbon tax. China announced it will invest an 

additional $375 billion by 2015 to cut energy use and pollution. 

China is also focused on increasing its energy efficiency. Inefficient industrial and power generation capacity is 

being closed, while the country’s top 10,000 energy intensive firms are required to meet energy saving targets or 

face a range of penalties. In August, China announced it will shut down inefficient energy generation and industry 

production capacity worth 2000 MW by the end of the year. 

Source: The Climate Institute, China launching two more carbon markets this week, November 2013 
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Coal market changes 

 

 

More than 70% of Chinese coal producers are losing money 
(July 2014) 

 

Wang Xianzheng, the chairman of the China Coal Industry Association, said that more than 70% of China's coal 

firms are making losses, with prices eroded by falling demand growth, a worsening supply glut and a war on smog. 

He told an industry forum that the problems facing the coal sector were expected to get worse, 

official news agency Xinhua reported. 

Wang said the problems had been piling up for the sector since the second half of 2012, with slowing consumption 

growth unable to absorb sustained capacity increases, especially in the face of rising imports. 

As part of its war on pollution, China has been trying to reduce the share of coal in its overall energy mix. It has 

vowed to cap total production capacity at 4.1 billion tonnes by 2015, and has been closing coal-fired power plants 

in smog-hit regions like Beijing. 

Total raw coal production reached 1.85 billion tonnes in the first six months of the year, down 

1.8% compared to the same period of last year, according to data from the National Bureau of 

Statistics. 

In a sign of how dramatically the tables have turned on coal, Wang Xianzheng said that China's 

local governments in coal-rich provinces should try to reduce coal production by at least 10% 

during the second half of this year as an oversupplied market has led prices to tumble to multi-year lows. 

"It is imperative to reduce output to ease oversupply pressure, otherwise the market could worsen further," said 

Wang Xianzheng, chairman of the CNCA, at an industry forum held in the northeastern coastal city of Dalian. 

Sources: 

http://www.reuters.com/article/2014/07/24/us-china-coal-

idUSKBN0FT1GG20140724?feedType=RSS&feedName=environmentNews&utm_source=Daily+Carbon+Briefin

g&utm_campaign=cf8f9f836f-DAILY_BRIEFING&utm_medium=email&utm_term=0_876aab4fd7-cf8f9f836f-

303421009 

http://www.platts.com/latest-news/coal/singapore/cnca-head-calls-for-production-cuts-to-boost-26842483 

 

 

 

 

Citi research: China energy strategy will have profound 
negative impact on coal (June 2014) 

 

New research from Citigroup underlines deep markets changes in China’s energy sector, that will negatively affect 

the coal market. Among them are the Russia’s gas deal inked with China that should unlock vast resources in 

Russia’s Far East, the boom of renewable energy and the energy efficiency improvements. 

This will have far-reaching strategic implications, notably coal demand for power generation could fall further as 

coal is substituted by other energy sources, thereby affecting coal producers. 

 

http://www.reuters.com/article/2014/07/24/us-china-coal-idUSKBN0FT1GG20140724?feedType=RSS&feedName=environmentNews&utm_source=Daily+Carbon+Briefing&utm_campaign=cf8f9f836f-DAILY_BRIEFING&utm_medium=email&utm_term=0_876aab4fd7-cf8f9f836f-303421009
http://www.reuters.com/article/2014/07/24/us-china-coal-idUSKBN0FT1GG20140724?feedType=RSS&feedName=environmentNews&utm_source=Daily+Carbon+Briefing&utm_campaign=cf8f9f836f-DAILY_BRIEFING&utm_medium=email&utm_term=0_876aab4fd7-cf8f9f836f-303421009
http://www.reuters.com/article/2014/07/24/us-china-coal-idUSKBN0FT1GG20140724?feedType=RSS&feedName=environmentNews&utm_source=Daily+Carbon+Briefing&utm_campaign=cf8f9f836f-DAILY_BRIEFING&utm_medium=email&utm_term=0_876aab4fd7-cf8f9f836f-303421009
http://www.reuters.com/article/2014/07/24/us-china-coal-idUSKBN0FT1GG20140724?feedType=RSS&feedName=environmentNews&utm_source=Daily+Carbon+Briefing&utm_campaign=cf8f9f836f-DAILY_BRIEFING&utm_medium=email&utm_term=0_876aab4fd7-cf8f9f836f-303421009
http://www.platts.com/latest-news/coal/singapore/cnca-head-calls-for-production-cuts-to-boost-26842483
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      Renewables plus some gas and nuclear to squeeze coal 

 

 

Source: Citigroup, China’s “All of the Above” Energy Strategy - Profound Changes Impacting the Coal Market, 1 

June 2014 

 

 

 

China Coal Industry Association: Chinese coal production 
drops as environmental rules start to bite (May 2014) 

 

Local media reported data from the China Coal Industry Association (CCIA), which showed that 

coal production last month fell 1.31% compared with the previous year. 

It is reported that China's coal industry could be facing an unprecedented slowdown. Mr Wang Xianzheng director 

of the CCIA said that the fall in demand had been driven by a combination of factors, including a slowdown in 

economic growth rates, the country's continuing shift towards cleaner energy sources, and rising resource and 

environmental constraints. 
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The CCIA said that coal stockpiles totalling more than 300 million tons have served to hold down 

prices and erode profitability across the industry. 

The report said that combined profits of major coal miners fell 41.2%, and total losses climbed 

39.7%. 

Source : www.businessgreen.com, 

http://coal.steelguru.com/china/15934/chinese_coal_production_drops_as_environmental_rules_start_to_bite 

 

 

 

 

NEA: 40% less fossil-fuel power plants built in the first quarter 
of 2014 compared to 2013 (May 2014) 

 

According to the National Energy Administration (NEA), China added nearly 40% less coal- and 

gas-fired power capacity in the first quarter than it did a year ago mainly due to stronger pollution 

controls and slower economic growth. New renewable energy and nuclear capacity grew in the same period. 

According to Li Junfeng, director general at government think-tank National Center of Climate 

Change Strategy, 75% of the investments in the power sector last year flowed to non-fossil fuel 

projects, including hydro, solar and nuclear plants. 

"Over the past several years, the share of thermal generation has been declining steadily. With the slowdown in 

economic growth and the requirements for air quality improvement, investment in thermal generation could 

decline further," said Wang Wanxing, the utility programme director of think-tank The Energy Foundation. 

China hopes to bring coal's share of total energy consumption to below 65% this year, two years ahead of schedule, 

and continues to shut down old, inefficient coal plants and factories to mute energy waste. Last year, coal's share 

of the energy mix was 69.6%, the first time it had dropped below 70 per cent in 35 years. 

Source: Sydney Morning Herald - Business Day, 1 May 2014,  http://www.smh.com.au/business/carbon-

economy/china-slashes-spending-on-new-fossilfuel-power-plants-20140501-37ior.html#ixzz36y6PjnJY 

 

 

 

 

IEEFA report: Shrinking demand profile for coal after 2016 
peak in China (February 2014) 

 

The Institute for Energy Economics and Financial Analysis (IEEFA) forecasts that China’s thermal 

coal demand will slow further, peaking 2016 and actually declining from 2017. This is predicated on 

continued improvements in energy efficiency, plus huge installs over 2014-2018 of hydro (18 GW per year), solar 

(12-16 GW per year), wind (15-16 GW per year), gas (8 GW per year) and nuclear (5 GW per year).  

The other key driver is the economic transformation of China. ANZ CEO forecasts China’s GDP growth would slow 

to say 7% in 2014, while “greater reliance on services will support consumer demand and also allow China to move 

to a more sustainable growth trajectory and away from resource and pollution-intensive activities”8. Lower growth 

with a lower energy intensity lowers coal demand. 

Source: Institute for Energy Economics and Financial Analysis (IEEFA), Thermal Coal Outlook, February 2014, 

http://www.ieefa.org/wp-content/uploads/2014/02/Thermal-Coal-Outlook-February-2014-Observations-

IEEFA.pdf 

                                                 
8
 AFR, Westpac bulls in the China shop, Tony Boyd, 6 Feb 2014 

http://www.businessgreen.com/
http://coal.steelguru.com/china/15934/chinese_coal_production_drops_as_environmental_rules_start_to_bite
http://www.smh.com.au/business/carbon-economy/china-slashes-spending-on-new-fossilfuel-power-plants-20140501-37ior.html#ixzz36y6PjnJY
http://www.smh.com.au/business/carbon-economy/china-slashes-spending-on-new-fossilfuel-power-plants-20140501-37ior.html#ixzz36y6PjnJY
http://www.ieefa.org/wp-content/uploads/2014/02/Thermal-Coal-Outlook-February-2014-Observations-IEEFA.pdf
http://www.ieefa.org/wp-content/uploads/2014/02/Thermal-Coal-Outlook-February-2014-Observations-IEEFA.pdf
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National Energy Agency projection for coal demand: smallest 
rise in more than a decade (January 2014) 

 

China's National Energy Agency has again revised down its projections for coal demand to the smallest rise in 

more than a decade. 

Annual yearly increase in Chinese coal consumption 

 

It means the country will meet its target of reducing coal's share of energy usage to below 65% a 

year early with the agency expecting coal demand to grow by 1.6% next year, far below industry 

expectations. The news comes as growth in Chinese coal consumption already slowed dramatically last year to 

2.6% - a huge slowdown relative to the 10% yearly growth seen in China’s coal demand last decade.  

In contrast apparent demand for natural gas this year will increase 14.5% year on year. 

Shares in China's second largest coal company, China Coal, fell dramatically after the company 

announced that coal caps and falling coal prices would cut profits by 65%. 

Source: http://www.platts.com/latest-news/oil/singapore/energy-efficiency-to-slow-chinas-growth-in-coal-

27867182 

 

 

 

 

Bloomberg: China Bank Regulator said to issue alert on coal 
loans (January 2014) 

 

China’s banking regulator ordered its regional offices to increase scrutiny of credit risks in the 

coal-mining industry, said two people with knowledge of the matter, signaling government 

concern about possible defaults. The China Banking Regulatory Commission also told its local branches to 

closely monitor risks from trust and wealth-management products. The commission issues such alerts for matters 

that it judges may pose significant risks to banks. 

The coal industry has come under scrutiny as investors seek repayment of a 3 billion-yuan ($496 

million) trust product that’s facing default because the miner that borrowed the funds collapsed. 

A default threatens to shake investor faith in China’s $1.67 trillion trust industry and add to challenges to the 

Communist Party’s ability to ensure stable growth in the world’s second-biggest economy. 

Source: Bloomberg News, 24 January 2014, http://www.bloomberg.com/news/2014-01-24/china-bank-

regulator-said-to-issue-alert-on-loans-to-coal-miners.html 

http://www.platts.com/latest-news/oil/singapore/energy-efficiency-to-slow-chinas-growth-in-coal-27867182
http://www.platts.com/latest-news/oil/singapore/energy-efficiency-to-slow-chinas-growth-in-coal-27867182
http://www.bloomberg.com/news/2014-01-24/china-bank-regulator-said-to-issue-alert-on-loans-to-coal-miners.html
http://www.bloomberg.com/news/2014-01-24/china-bank-regulator-said-to-issue-alert-on-loans-to-coal-miners.html
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BP: coal contribution to growth diminishes rapidly in China 
(January 2014) 

 

Peak coal is imminent in China and will be followed by a long decline, according to BP’s last 

energy outlook published in January 2014, which suggests that between now and 2035, “coal’s 

contribution to growth [in China] diminishes rapidly”, with renewables being the biggest winner.  

Analysts say the repercussions for the global industry could be dramatic. Market analysts are suggesting that 

investors are about to pull the plug on coal. This would be a huge turnaround. 

Growth in China’s energy demand is waning because GDP growth is slowing, and because China is making big 

strides in using its energy more efficiently. More than 17,000 industrial and other enterprises currently have 

mandatory targets for improved energy efficiency. 

Meanwhile the water needed for power station cooling towers is running out. Most of the country’s coal reserves 

are dry in the West9. Tianyi Luo of the World Resources Institute last year found that 51% of planned future coal 

power stations in China were in provinces with “extremely high water stress”. 

In the search for alternatives, China is now the world’s biggest investor in renewables. It spent 

$56 billion in 2013 alone. That has made China the world’s largest generator of both solar and 

wind energy. Along with hydropower, solar and wind now deliver 9% of China’s electricity. 

A last reason why China is on course to reduce its dependence on coal is its climate policy. Surprising to some, 

China already has rules to curb its soaring carbon emissions. China is committed to reducing carbon intensity by 

40-45 % from 2005 to 2020. Progress looks good, according to a study by the European Commission’s Joint 

Research Center last November. In 2012, the economy grew 8% but emissions grew only 3%. 

An early peak and sharp decline in China’s coal burning would trigger massive changes to the global coal industry: 

Citigroup’s Yuen wrote “Investors should price for higher probabilities of lower coal demand. The 

smart money is now on renewables, particularly photovoltaics”. 

It is not just that demand for coal will dry up as China peaks its coal burning, but that massive 

assets from the recent boom in coal investment will be left stranded. Coal could swiftly become a 

very bad investment: if China cuts its coal imports, as most analysts anticipate, that will leave very 

few options for future coal sector growth globally. 

Source: BP, BP Energy Outlook 2035, January 2014, http://www.bp.com/content/dam/bp/pdf/Energy-

economics/Energy-Outlook/Energy_Outlook_2035_booklet.pdf 

 

 

IEA report: China’s coal demand growth to slow next five years 
(December 2013) 

 

The slowdown in Chinese coal demand comes as the International Energy Agency (IEA) forecasts that measures to 

cut coal from the power sector will continue to curtail Chinese coal demand over the next five years. 

The agency forecasts that as a result Chinese growth will be less energy intensive, less coal will be needed for each 

unit of economic expansion. “Gross Domestic Product growth and electricity demand in China are projected to 

decouple due to intensified energy-efficient measures and structural change towards less power intensive sectors,” 

the IEA said. 

“Remarkably, the projected decrease in electricity intensity of GDP leads to a reduction of coal 

consumption equal to the aggregated annual German and British coal consumption.” 

Source: InternationalEnergy Agency, Medium-Term Coal Market Report, December 2013, 

http://www.bloomberg.com/news/2013-12-16/coal-demand-growth-to-slow-in-next-five-years-on-china-iea-

says.html 

                                                 
9
 ChinaFAQs, Majority of China’s Proposed Coal-Fired Power Plants Located in Water-Stressed Regions, 5 September 2013, 

http://www.chinafaqs.org/blog-posts/majority-china%E2%80%99s-proposed-coal-fired-power-plants-located-water-stressed-
regions#sthash.f76logc8.dpuf 

http://www.bp.com/content/dam/bp/pdf/Energy-economics/Energy-Outlook/Energy_Outlook_2035_booklet.pdf
http://www.bp.com/content/dam/bp/pdf/Energy-economics/Energy-Outlook/Energy_Outlook_2035_booklet.pdf
http://www.bloomberg.com/news/2013-12-16/coal-demand-growth-to-slow-in-next-five-years-on-china-iea-says.html
http://www.bloomberg.com/news/2013-12-16/coal-demand-growth-to-slow-in-next-five-years-on-china-iea-says.html
http://www.chinafaqs.org/blog-posts/majority-china%E2%80%99s-proposed-coal-fired-power-plants-located-water-stressed-regions#sthash.f76logc8.dpuf
http://www.chinafaqs.org/blog-posts/majority-china%E2%80%99s-proposed-coal-fired-power-plants-located-water-stressed-regions#sthash.f76logc8.dpuf
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Citi research: ‘The unimaginable - peak coal in China’ 
(September 2013) 

 

In the new research “The Unimaginable: Peak Coal in China”, Citigroup analysts say peak coal in 

China is not just probable, it is likely and could be imminent. Under one of its scenarios, coal 

consumption peaks in 2014. It is certainly likely to happen by 2020. 

“The results of our analysis indicate that the era of wanton Chinese coal demand growth is approaching an end.” 

And, it warns, coal miners should not count on other markets such as India picking up demand either because of 

economic issues and a lack of structural reform. 

The Citi analysis is not the first to come to such conclusions. Deutsche Bank said earlier this year that Chinese coal 

demand could peak in 2017 10. It said then that Rinehart’s Alpha and Clive Palmer’s China First projects may 

suffer a similar fate to Wandoan. 

The Citi analysis suggests it may have already done so. It should not be forgotten that the Chinese government 

itself said it is likely to put a cap on coal consumption of 4 billion tonnes in an effort to contain the pollution that 

is ravaging its cities and angering its rising middle class. 

Under some scenarios painted by Citi, the cap and reduction in coal demand from China is equal to that envisaged 

by the International Energy Agency (IEA) under its most optimistic “450 scenario” – which is what the IEA says is 

needed so that emissions don’t exceed a maximum 450 parts per million, and the temperature’s rise is limited to 

2°C. 

Citi analyses four key drivers impacting coal: 

- Reduction of air pollution; 

- Structural downward shifts in China’s GDP growth and energy intensity; 

- Robust growth of China’s renewables and nuclear capacity, along with increased availability of natural 

gas from pipeline/LNG imports and domestic production;  

- Efficiency improvements in coal power plants. These scenarios paint different outlooks for GDP growth, 

and efficiency and non-coal deployment. 

China power sector coal demand scenarios 

 

 

The next graph below focuses on power generation sources in the transition scenarios. As Citi suggest, even 

scenarios with comparatively stronger power demand growth and weaker renewables growth still produce 

substantially slower coal demand growth than many market participants currently anticipate. 
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 Deutsche Bank, Thermal Coal: Coal at a Crossroads, May 2013 
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The final graph below is the range of scenarios for aggregate China coal demand – both for power generation and 

non-power generation. Under the “deep transition” scenario, coal demand peaks in 2014. All scenarios are below 5 

billion tons, far from some projections up to 7.5 billion tons for China. 

“We believe investors should price in higher probabilities of lower coal demand. Although lower 

prices may spur demand growth elsewhere, the demand slowdown in China should more than 

offset such gains, in our view. Coal exporting countries that have been counting on strong future 

coal demand could be most at risk.” 

Source: Citi, The Unimaginable: Peak Coal in China, 4 September 2013 

 

 

 

http://reneweconomy.com.au/wp-content/uploads/2013/09/Screen-Shot-2013-09-10-at-3.53.34-PM.png
http://reneweconomy.com.au/wp-content/uploads/2013/09/Screen-Shot-2013-09-10-at-4.05.38-PM.png
http://reneweconomy.com.au/wp-content/uploads/2013/09/Screen-Shot-2013-09-10-at-4.05.38-PM.png
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Bernstein Research: China shift marks ‘the beginning of the 
end of coal’ (June 2013) 

 

Bernstein Research published the new research “Asian Coal & Power: Less, Less, Less... The Beginning of the End 

of Coal”, underlining following main findings: 

Zero net imports in 2015 

“All industrialized societies eventually decide that, while cheap sneakers are nice, the environmental damage 

caused by uncontrolled industrial activity is no longer tolerable; China — at least coastal China — is today at that 

point; coal is the biggest loser from this development”. 

“Decelerating power demand growth and structural weakness in other end markets, combined 

with more hydro, nuclear and renewables and more coal production and rail capacity in China, 

add up to the once unthinkable: zero net imports in 2015 and falling Chinese demand by 2016”. 

“Globally, Chinese demand growth for coal has been the primary driver or the backstop behind 

every new investment in coal mining over the last decade; the "global coal market" ended with the 

collapse in price in 2012; regional miners will see almost zero demand in China from 2015. Once Chinese coal 

demand starts to fall, there is no robust growth market for seaborne thermal coal anywhere; developed market 

demand is weak due to gas, environmental concerns or industrial activity; that leaves just one large, structural 

growth market for seaborne coal: India”. 

“We expect that China will start aggressively decommissioning coal-fired power stations and 

replacing them with nuclear or renewables by the second half of this decade.” 

 

Chinese coal consumption peak in 2015 

“ The change we are observing does mean that the growth story for coal consumption in China is over. And 

valuations for the Chinese coal stocks — and coal stocks everywhere — will reflect a sector in terminal decline.” 

“In China, decelerating power demand growth, combined with more gas-fired, nuclear, hydro, 

renewables and nuclear generation, and decelerating or falling demand in other coal end markets 

(steel, cement, fertilizer, industrial usage), give rise to an outcome that is mathematically obvious 

but still difficult to say or write: 2015 is going to be the peak year for Chinese coal consumption 

ever.” 

 

There are five primary drivers of falling imports in 2015 and falling coal consumption in absolute terms that we 

forecast by 2016:  

- continuing investment in coal mining and transportation infrastructure; 

- decreasing Chinese power intensity; 

- increasing power generation capacity from nuclear, gas, hydro and renewables; 
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- falling demand growth for steel, cement and fertilizer; 

- the emergence of the environment as a politically sensitive issue in China and the need to improve air 

quality quickly. 

The falling power multiplier is a reflection that China is shifting away from heavy industries to less energy-

intensive sectors to drive future economic growth. Power represents roughly half of Chinese coal consumption. 

However, the trend throughout the key end markets is largely the same. As with every other economy, as the 

Chinese economy becomes more developed, it is becoming more energy efficient: the same amount of power 

production growth is creating more GDP growth. 

 

Environmental protests contributed to shape new Chinese energy policy 

The heightened concern over Beijing air quality over the winter capped off a 12-month period of various street-

level protests over air, soil and water quality issues. In July, protests forced the suspension of construction on a 

copper plant in Chifang in Sichuan. In August, in Qidong in Jiangsu, following street protests, officials announced 

the cancellation of a paper mill waste-water pipeline that would have fed into local fishing grounds, injecting — 

according to protesters — various carcinogens into the local food supply. In November, Sinopec scrapped a 

petrochemical plant project in Ningbo in Zhejiang. These announcements came after local protests, some of which 

were violent. And then came Beijing's air quality crisis over the winter, and — perhaps more surprisingly — the 

government announcement. 

The protest and the government response seem entirely predictable given China's changing demographics and 

economy plus its atrocious domestic air and water quality. The surprise is that these events are perhaps a 

decade ahead of schedule. Six months ago, most observers would have guessed that this rising 

environmentalism was still a decade away. Suddenly, instead it is shaping Chinese energy policy today. 

The use of coal in east coast cities is being restricted and will be restricted further in coming years. China — like 

every industrialized economy — is weighing up the impact of ever-increasing pollution on its population and is 

reducing usage. The fact that the simple, short-term economics militate in favor of more coal does not mean that 

China will use more coal. As economies get richer, the decision making in this regard gets more complex. 

 

Renewables will be the big winner 

“We believe that gas availability to the Chinese power sector will be limited to 60-70BCM - sufficient for only 4-5% 

of demand by 2020. Hydro opportunities are limited. The ramp-up on nuclear is constrained not by safety, 

technology or uranium but by access to qualified and experienced engineers to run the stations at the end of the 

quintupling of nuclear capacity by the end of this decade. Solar and wind therefore become the primary 

near-term sources of power generation and coal substitution that the government can boost. 

Distributed solar is the ideal technology for a modern economy facing low reserve margins, high-

peak power demand, environmental concerns around the use of coal and economic concerns 

about the price of LNG. As Pollyannaish as it sounds, we expect coal consumption in China to fall by mid-

decade and adoption of renewables to continue to accelerate.” 

“We believe that coal-fired power generation capacity will fall from ~800GW of installed capacity 

today to 650GW by the end of the decade as inefficient, small, old power stations are 

decommissioned. Hydro will increase from ~250GW to 350GW. Gas will go from ~40GW to 

150GW. Nuclear will increase from ~13GW to 75GW. Solar and wind will be 200GW and 250GW 

by the end of the decade, respectively.” 

“Over this period, power demand will increase by 1,323TWh (up by one-third compared to 2012) and coal-fired 

generation will decline. With lower power consumption growth and less coal consumption overall — and in an 

environment of continuing constrained gas supply — renewables will be the source of incremental power supply. 

Given the long lead times of hydro and nuclear, renewables are the primary means of accelerating the transition 

away from coal. We think both solar and wind installed capacity could be at least 200GW by decade's end (up 

from 8.3GW of solar and 61GW of wind today).” 
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“Wind is currently an under-utilized source of power generation in China. The 61GW of installed capacity 

operated at a utilization rate of ~19% in 2012. This low utilization rate was a function of an inability or 

unwillingness from State Grid to dispatch all of the electricity being generated. We believe that the normal level of 

utilization will (by 2015) be 27%.” 

 

“With installed cost now approaching $1/W, solar is economic with gas-fired power generation in 

China and — on a distributed basis — is economic against on-grid power prices”. 

“Given those constraints and an objective of increasing reliability of supply, improving environmental impacts and 

controlling cost (probably in that order), we believe that the focus within the power sector will be on: 

- completing hydro, gas fired and nuclear projects on time; 

- decommissioning old and inefficient coal fired power stations; and 

- encouraging renewables to the greatest extent possible.” 

 

Falling coal investments 
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“In short, there is simply no room for incremental coal consumption — and the consequential levels of pollution — 

in any of that.” 

As a result, investment in new coal mining production capacity is now falling (see Exhibit 10). 

 

 

Chinese government legislating against the coal mining sector 

In May, Beijing's municipal environmental agency announced that the city will reduce coal consumption from 23 

million tons annually currently to 15 million tons in 2015 and 10 million tons in 2020. Four new gas-fired heating 

and power stations will be commissioned in 2014 to supply the energy lost with declining coal use. 

In April, Chart Industries CEO Samuel Thomas noted on the company's first quarter conference call that they 

were told by Petrochina that "they don't expect to see new coal-fired power plants built in any of the coastal cities, 

they don't expect to see significant new coal gasification projects allowed anywhere that will affect the air quality 

of the coastal cities." 

The recent much-publicized National Development and Reform Commission (NDRC) proposal to ban imports of 

coal with low gross calorific value also included a less-publicized proposal to ban the use of low quality coal in 

China from all sources, domestic or imported. This policy proposal wasn't an action to protect domestic coal 

miners, but to reduce coal consumption permanently. In short, the Chinese government is now legislating against 

the coal mining sector. 

Coal use in factories and for water heating and steam in large east coast cities is going to be phased out over the 

rest of the decade (at least in instances where there is no remediation of pollutants). 

“The once unthinkable — a decline in China coal consumption — will be the reality by 2016, in our 

view”. 

Source: Bernstein Research, Asian Coal & Power: Less, Less, Less... The Beginning of the End of Coal, June 2013 
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Coal finance changes 

 

 

Carbon Tracker Initiative research: China’s energy policies 
increase risk of coal stranded assets (June 2014) 

 

Carbon Tracker Initiative published the new research “The Great Coal Cap: China’s energy policies and the 

financial implications for thermal coal”. 

Carbon Tracker Chief Executive Officer, Anthony Hobley, said: “China’s ‘Great Coal Cap’ could feasibly peak 

China’s thermal coal demand in the near-term, presenting a significant risk of asset stranding for those investing 

on a business as usual future. Questions need to be asked whether committing billions of capital to increase 

thermal coal supply in a shrinking market is a wise use of capital”. 

China has made considerable strides in addressing critical domestic environmental challenges such as air 

pollution and water scarcity, and technological developments are making clean technology energy solutions 

increasingly cost attractive. The policy changes are likely to reduce the demand for and, in turn, the value of fossil 

fuel intensive assets. 

The concepts of stranded assets and wasted capital expenditure have increasing relevance to 

China’s thermal coal sector. For many stakeholders, there is significant potential value-at-risk 

associated with a failure to recognise the impact of early peaking demand within the sector. 

 

 

Figure above reveals that up to 437 GW of China’s coal-fired power generation capacity could be at 

risk of stranding by 2020 due to lower-than-expected demand, equivalent to up to 40% of total 

installed coal-fired capacity by the end of the decade. 

 

Coal assets at increasing risk 

The research shows the potential impacts of these developments most notably with regards to: 

- Value-at-risk to China’s coal suppliers and consumers through asset stranding; 

- Negative impact on shareholder value; and 

- Value destruction risk to China’s financial markets. 
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“Based on the report’s analysis, the Shanghai, Shenzhen and Hong Kong stock exchanges are potentially 

vulnerable to value destruction resulting from structural shifts in China’s thermal coal assets, with over 80% of 

non-state owned assets attributable to companies listed on these exchanges. » 

Outside of China, if the potential for a terminal decline in Chinese coal imports is treated as merely a cyclical 

phase, there is a greater risk of stranded assets in the future. 

 

Australian and Indonesian exporters bear the main risks 

Australia and Indonesia are the largest exporters of coal to China. In addition, both countries face issues that 

increase the potential impacts of lower seaborne thermal coal demand: 

- Australia is more economically reliant on its coal exports in terms of contribution to total merchandise 

export value; 

- Indonesia produces lower quality coal, negating somewhat cost benefits somewhat due to the need to 

burn a larger amount of low grade coal than a higher grade equivalent to produce a required amount of 

energy, and exposing its exports to potential Chinese regulation in the future that aims to move away 

from the consumption of high polluting coal. 

Source: Carbon Tracker Initiative, The Great Coal Cap: China’s energy policies and the financial implications for 

thermal coal, 5 June 2014 

 

 

 

 

Coal impacts 

 

China's 'airpocalypse' kills 350,000 to 500,000 each year 
(January 2014) 

 

"Studies by the World Bank, the World Health Organisation and the Chinese Academy for 

Environmental Planning on the effect of air pollution on health concluded that between 350 000 

and 500000 people die prematurely each year as a result of outdoor air pollution in China," Mr 

Chen and his fellow authors noted. 

Mr Chen, China's former health minister, a professor of medicine and a leading molecular biologist, is the most 

senior government official to put a human cost on the smog that. Mr Chen's commentary is particularly notable 

because until recently, any mention of deaths relating to pollution was strictly censored. 

He added that air pollution has become "the fourth biggest threat to the health of Chinese people" 

(behind heart disease, dietary risk and smoking). 

But another research, the 2010 Global Burden of Disease Study, also published in the Lancet, estimated that 

airborne particles smaller than 2.5 microns in diameter (PM2.5) caused 1.2 million premature deaths in China 

each year. 

Air pollution levels in Beijing or Harbin reached levels of 1,000 micrograms per cubic metre – 40 

times the safety level of 25 recommended by the World Health Organisation – for PM2.5, fine 

particulate pollution that is considered hazardous. 

As a reaction, the newly revised China National Ambient Air Quality Standards set the first level 

standard of 40 micrograms per cubic metre for the annual level of PM2.5 in Chinese cities, aiming 

to prevent 200,000 people from dying prematurely. 

Between 2002 and 2011 the incidence of lung cancer in Beijing near doubled. Nationwide, deaths from lung 

cancer have risen 465 % in the last three decades. Smoking remains the leading cause of lung cancer but the 

number of smokers is falling, while lung cancer rates are still rising. 
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In October 2013, the World Health Organisation's International Agency for Research on Cancer (IARC) classified 

air pollution as carcinogenic. It stated that there is "sufficient evidence" that exposure to outdoor air pollution 

causes lung cancer and also linked it with an increased risk of bladder cancer. It said that exposure has increased 

significantly particularly in "rapidly industrial countries with large populations" such as China. 

Source: http://www.telegraph.co.uk/news/worldnews/asia/china/10555816/Chinas-airpocalypse-kills-350000-

to-500000-each-year.html 

 

 

 

 

Renewable market changes 

 

 

China’s new official solar target will triple its solar installed 
capacity to 70 GW by 2017 (May 2014) 

 

China will triple its installed capacity for solar if it meets ambitious new targets set out this week by its own 

government energy departments, the Chinese National Development and Reform Commission (NDRC) and 

National Energy Agency (NEA). The new target of 70 gigawatts (GW) of installed solar capacity by 2017 puts at 

further risk Australian coal projects that rely on China as an import market. 

IEEFA (Institute for Energy Economics and Financial Analysis) forecasts show that 80-90% of new electricity 

capacity installed in China over 2014-2020 is likely to be from fuel sources other than thermal coal. Tim Buckley, 

IEEFA’s Director of Energy Finance Studies, Australasia, said: 

“China has a strong record of meeting its targets for installed solar, doubling its installation in 2011, then doubling 

again in 2012 and almost tripling in 2013. To put this 2013 achievement in historical context, the largest install 

rate of any country ever in the history of solar was Germany in 2012 at 7.6GW, yet China nearly doubled that 

effort last year”. 

“This growth trend looks set to continue, as we’ve seen with the installation of 13-14 GW of solar in 2013 alone, 

and the target for up to 14GW of new installations in 2014 as well as a major structural shift towards more 

distributed rooftop solar,” Mr Buckley said. 

In China’s Five Year Plan to 2015, back in 2010 China’s solar installation cumulative target was set 

at a modest 5GW by 2015. It was first raised to 15GW by 2015. In November 2012 this was raised to 

21GW by 2015, and then in January 2013 raised again to 35GW by 2015. Now China expects to 

double this to 70GW by 2017. The 35 GW target was described as unrealistic at the time – but may 

now be achievable. Indeed on the back of this data the NEA can up the targets even further. 

“With falling net coal-fired power generating capacity forecast from 2017 onwards, China will be faced with either 

gradually reducing its domestic coal production, cutting imports or even possibly once again becoming an 

opportunistic exporter of thermal coal,” Mr Buckley said. 

Source: Institute for Energy Economics and Financial Analysis (IEEFA), http://www.ieefa.org/press-release-

chinas-ambitious-new-solar-targets-put-australian-export-coal-at-further-risk/ 

 

 

 

 

 

 

 

http://www.telegraph.co.uk/news/worldnews/asia/china/10555816/Chinas-airpocalypse-kills-350000-to-500000-each-year.html
http://www.telegraph.co.uk/news/worldnews/asia/china/10555816/Chinas-airpocalypse-kills-350000-to-500000-each-year.html
http://www.ieefa.org/press-release-chinas-ambitious-new-solar-targets-put-australian-export-coal-at-further-risk/
http://www.ieefa.org/press-release-chinas-ambitious-new-solar-targets-put-australian-export-coal-at-further-risk/
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Bloomberg NEF: China 12 GW solar market in 2013 
outstripped all expectations (January 2014) 

 

Last year was a record year for PV installation worldwide, with a rush of activity in China on the back of a national 

feed-in tariff. 

According to the Bloomberg New Energy Finance Industry Intelligence database, China’s solar developers 

installed a record 12GW of photovoltaic projects in 2013, and a booming market at the very end of the year may 

even have pushed installations up to 14GW. China’s record outstripped even the most optimistic forecasts of 12 

months ago. 

The data means China installed three times more solar in 2013 than the total capacity of UK solar 

panels. It’s also more solar than China had installed all the years prior to last year put together. 

                  Chinese solar installations in MW 

 

Bloomberg New Energy Finance estimates the global PV market in 2013 to have been 39GW, up 28% from 2012, 

and expects a further 20% global volume growth in 2014. This year, the world will install as much PV in 12 months 

as the cumulative total installed solar from the invention of the photovoltaic module until 2010. 

Source: http://about.bnef.com/press-releases/chinas-12gw-solar-market-outstripped-all-expectations-in-2013/ 

 

http://about.bnef.com/press-releases/chinas-12gw-solar-market-outstripped-all-expectations-in-2013/
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China Electricity Council: Chinese wind power production 
increased more than coal power in 2012 for the first time ever 
(March 2013) 

 

Isn't China building a new coal plant every week? No they aren't. On the opposite, China’s energy market is 

shifting far quicker than expected: 

- China’s State Electricity Regulatory Commission (SERC) reported that almost all coal-

fired plants have been losing money since last year 11; 

- In 2011 investment in new coal plants weren't even half the level they were in 2005, and 

one-third of coal plants approved in the country were stalled; 

- Even more, China actually closed down over 80 GW of coal plants between 2001 and 2010 

and is planning to phase out another 20 GW. The is equivalent to all electricity sources in 

Spain, the world's 11th largest electricity sector. 

Why has investment fallen off so dramatically? A big part of the reason is that coal plants are simply not making 

money, because building new coal plants is more expensive than expected, and the cost of the coal to supply those 

plants is volatile. These factors contribute to reduce confidence in the sector. 

So where is investment going? Renewables, renewables, renewables. Since 2009 renewable energy 

investment has outpaced coal investment in China and the gap is growing. In fact, wind alone 

outpaced new coal plant investment in China in 2012. 

 

Thermal power use, which is predominantly coal, grew by only about 0.3% during 2012, an addition of about 12 

terawatt hours (TWh) more electricity. In contrast, wind power production expanded by about 26 TWh. This rapid 

expansion brings the total wind power production in China to 100 TWh, surpassing China’s 98 TWh of nuclear 

power. 

Sources:    http://www.cec.org.cn/yaowenkuaidi/2013-02-22/97555.html 

http://thinkprogress.org/climate/2013/03/20/1744741/chinas-wind-power-production-increased-

more-than-coal-power-did-for-first-time-ever-in-2012/ 

 

 

                                                 
11 http://www.serc.gov.cn/zwgk/jggg/201206/P020120627301744278401.pdf 

http://www.cec.org.cn/yaowenkuaidi/2013-02-22/97555.html
http://thinkprogress.org/climate/2013/03/20/1744741/chinas-wind-power-production-increased-more-than-coal-power-did-for-first-time-ever-in-2012/
http://thinkprogress.org/climate/2013/03/20/1744741/chinas-wind-power-production-increased-more-than-coal-power-did-for-first-time-ever-in-2012/
http://www.serc.gov.cn/zwgk/jggg/201206/P020120627301744278401.pdf
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In 2012 India was the third biggest coal producer, consumer and importer globally. 

 

Coal market changes 

 

 

Supreme Court declares all coal allocations since 1993 illegal 
(August 2014) 

 

The apex court of India has declared illegal all governmental allocation of coal blocks since 1993 

to power, steel and cement companies that has been at the centre of the 'Coalgate' scandal. The 

Auditor report previously noted that the underpriced sales had cost the exchequer as much as $33 

billion. In a landmark Supreme Court decision, the court criticized the lack of transparency and procedural 

fairness in the way in which allocation was conducted.  

The Court has reserved its verdict on the fate of 218 coal blocks indefinitely, causing considerable 

uncertainty in the market. Metal stocks crashed amid uncertainty about coal supplies integral to the 

manufacturing process. 

The bench headed by Chief Justice of India RM Lodha came down heavily on coal block allocations made through 

the screening committee and government dispensation routes, calling them illegal as they were arbitrary and 

suffered from legal flaws. "The screening committee has never been consistent, transparent; there is no proper 

application of mind, it has acted on no material in many cases, relevant factors have seldom been its guiding 

factors, there was no transparency and guidelines have seldom guided it," the bench said on Monday. "There was 

no fair and transparent procedure, all resulting in unfair distribution of the national wealth. Common good and 

public interest have, thus, suffered heavily." "Hence, the allocation of coal blocks is illegal," the bench said. 

Given coal's primacy as a fuel source, the court's finding leaves vulnerable key sectors such as power, steel and 

mines. 

Source: http://articles.economictimes.indiatimes.com/2014-08-26/news/53243461_1_coal-blocks-given-coal-

screening-committee 

 

 

Supreme Court blocks tariff increase of power companies Tata 
Power and Adani Power (August 2014) 

 

On 25 August 2014, the Supreme Court stayed an order by the Appellate Tribunal for Electricity (APTEL) allowing 

Tata Power Co. Ltd and Adani Power Ltd to charge higher prices for electricity produced from their plants in 

Mundra, Gujarat. 

The apex court’s decision is a setback to the two power producers, which had sought a hike in 

tariffs to compensate for an increase in the price of imported coal that fuelled the power plants. 

The court’s order may have a bearing on other infrastructure companies, such as developers that 

had run into cost over-runs and other problems and have been seeking compensation. 

“It seems that tariff increase decision for imported coal based plants is a never ending regulatory/judicial 

process,” security house UBS India said in a research note. “In the latest development on this issue, the Supreme 

Court has opposed interim relief provided by APTEL to Adani Power and Tata Power. Though this is not a final 

http://articles.economictimes.indiatimes.com/2014-08-26/news/53243461_1_coal-blocks-given-coal-screening-committee
http://articles.economictimes.indiatimes.com/2014-08-26/news/53243461_1_coal-blocks-given-coal-screening-committee
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verdict, the visibility remains low on when this would finally happen and by what quantum tariff would be raised 

if at all. Hence, this is bad for both Adani Power and Tata Power.” 

According to industry estimates, Tata Power and Adani Power are making a loss of Rs.40 lakh and 

Rs.90 lakh per day, respectively, on their Mundra coal power plant operations. 

In July 2012, the Indonesian government changed rules and linked the prices of coal exports to spot market 

prices, which made long-term contracts signed by Indian firms with Indonesian miners for coal supply null and 

void. The order affected firms including Tata Power, Adani Power, and Reliance Power Ltd, among others. 

The higher tariff was challenged by the power distribution utilities of Maharashtra, Haryana, Rajasthan and 

Punjab that signed contracts to buy power from these companies. 

Source: LiveMint.com, SC stays order allowing higher power tariffs at Mundra plants, 25 Augsut 2014, 

http://www.livemint.com/Industry/5PwjJMo3MYIliCgZaFCYqM/Supreme-Court-stays-Mundra-project-tariff-

hike.html?utm_source=copy 

 

 

 

 

 

IEEFA report: coal plants running on imports more expensive 
than renewables (May 2014) 

 

In a new report, the Institute for Energy Economics and Financial Analysis (IEEFA) provides a review of the cost 

disparity between domestic and imported thermal coal-fired power generation in India. It finds that the 

required wholesale power price for imported coal is prohibitive relative to domestic coal or 

renewable energy. The proposed new coal generation plan is showing signs of significant financial 

stress and is likely to deliver far lower than expected levels of new supply over the next five years. 

Main findings of the report are: 

- The Government of India introduced a partial privatisation of the generation sector over 2006-2009, 

initiating a series of tenders for the construction, ownership and operation of large scale thermal power 

plants. The power purchase agreements (PPA) underpinning the coal-fired plants were generally priced 

at Rs2-3/kWh for terms of up to 25 years, with at best partial inflation indexation; 

- Many of these huge power plants have been unable to source discounted domestic Indian market 

supplies of coal. This leaves two equally uneconomic options – operating well below designed utilisation 

rates, and/or sourcing significantly more expensive imported coal: in the December 2013 quarter Adani 

Power reported a loss of US$87 million, GVK Power & Infrastructure Ltd (GVK) reported a loss of US$7 

million and Tata Power lost US$12 million12; 

- With our cost modelling, we estimate that a PPA of Rs 5.4-5.70/kWh would be required, 

plus price indexation of 4% per year to justify the construction of a US$4bn 4,000 MW 

coal-fired power project in coastal India, for100% imported thermal coal sourced from the 

Galilee Basin in Australia. This is double the last reported average sales price of electricity 

across India of Rs3/kWh and treble the domestic coal-fired power PPA signed over recent 

years; 

- Wind, solar and hydro facilities can be built faster and / or at lower PPAs. Additionally, 

the use of renewable energy incorporates a zero fuel cost, such that there is an inbuilt 

deflationary driver – i.e. zero indexation. Given the recent drive by the Reserve Bank of 

India (RBI) to prioritise the sustained reduction in inflation, renewables support a series 

of targets from the Indian Government and the RBI. Importing thermal coal achieves 

none of these goals, and more likely contradicts them. 

 

                                                 
12

 http://www.tatapower.com/investor-relations/pdf/q3-results-31dec13.pdf 

http://www.livemint.com/Industry/5PwjJMo3MYIliCgZaFCYqM/Supreme-Court-stays-Mundra-project-tariff-hike.html?utm_source=copy
http://www.livemint.com/Industry/5PwjJMo3MYIliCgZaFCYqM/Supreme-Court-stays-Mundra-project-tariff-hike.html?utm_source=copy
http://www.tatapower.com/investor-relations/pdf/q3-results-31dec13.pdf
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Long term coal PPAs with little inflation nor currency protection 

The PPA contracts were generally long term in nature (15-25 year terms) and included little scope for price 

indexation to cover for inflation. At the time, the supply was expected to come predominantly from domestic 

Indian sources, or cheap coal imports from Indonesia. But with Indonesia implementing coal export taxes, Tata 

Power looking to sell its Indonesian coal JV13 and Adani Enterprises’ consistently unable to deliver on its 

Indonesian production goals, this strategy is being reconsidered. In addition no protection from exchange rate 

volatility was provided. 

 

Slower than planned growth in domestic coal production 

Over the last four years, India’s domestic coal production has been growing at 3.2% pa (exceeding 500Mtpa in 

2013/14); insufficient to keep up with total coal consumption growth of 6-7% pa. Domestic Indian coal production 

growth has been below plan because of a number of pressure points14: 

1. Resistance to new coal mines due to the environmental implications on traditional owners, forests, 

pollution and the risk to water catchments; 

2. Poor regulatory planning structures, with different Government Ministries working at cross-purposes; 

3. Legal challenges to coal block allocations, plus associated claims of corruption in the allocation process; 

4. The exhaustion of the higher quality, shallower coal resource deposits; 

5. Poor railway infrastructure, limiting capacity to move coal from mines to power stations. 

The recent failure of Coal India to complete the next phase of its privatization effort strongly suggests that its 

investment rationale has deteriorated since 2010. Since the dividend was announced the stock price of Coal India 

has continued to perform poorly15 and the company has once again announced it will fail to meet its production 

targets16. 

 

Renewable power cheaper than power based on coal imports 

According to report, using the $77/t fully costed thermal coal price from Australian Carmichael mine (FOB APCT, 

Queensland, 2014 terms) gives a landed price in India of $92/t, which equates to Rs6,929/t (based on a modelled 

Rs70/$ by 2018). 

This puts the cost of imported coal-fired power generation 40-90% above the current Indian 

wholesale price of electricity of Rs3.00-4.00/kWh and two-to-three times above the PPAs written 

over 2006-2009 on proposed coal-fired power plants. 

The cost of solar electricity generation in India has fallen 65% over the last three years alone. The latest auction 

alone should see 750MW of new utility scale solar installed by 2015. By 2020 at the latest the government 

investment subsidy for solar will have served its purpose and will no longer be needed. 

With continued economies of scale, technology gains and learning by doing, we would conservatively estimate that 

the installed cost of solar (and hence cost of solar electricity generation) will decline by another 10% annually over 

the next three years. This is consistent with the five year strategic roadmap outlined and updated by First Solar in 

Mar’2014.xxvii This would see a further 28% reduction in the cost of generating electricity from solar, such that 

for solar farms commissioned in 2018 it is fair to expect a cost of electricity of around 

Rs4.00/kWh, 30% below the required cost of imported-coal fired power generation. 

The portion of coal-fired power generation that will be based on imported fuel will have a higher cost product that 

domestic wind, solar, hydro or biomass capacity that are well positioned to substitute it. 

 

Electricity cost escalation – 4% per year for imported coal, zero for wind and solar 

Inflation is a key difference between coal fired power and renewable power. Equitorials’ financial modeling shows 

that with an estimate 1.5% pa increase in the nominal cost of $ thermal coal prices, 2% increase in annual 

                                                 
13

 http://www.business-standard.com/article/companies/tata-power-sells-mine-in-indonesia-for-500-mn-

114013101338_1.html 
14

 Institute for Energy Economics and Financial Analysis, Running on Empty, September 2013 
15

 http://clehttp://profit.ndtv.com/news/market/article-why-analysts-are-unhappy-with-coal-india-dividend-377725 
16

 http://www.livemint.com/Industry/f2StGzCh1lZ4UtsuabeYqN/CIL-to-fall-short-of-production-target-by-17-mt-

asdemand-fa.html 

http://www.business-standard.com/article/companies/tata-power-sells-mine-in-indonesia-for-500-mn-114013101338_1.html
http://www.business-standard.com/article/companies/tata-power-sells-mine-in-indonesia-for-500-mn-114013101338_1.html
http://clehttp/profit.ndtv.com/news/market/article-why-analysts-are-unhappy-with-coal-india-dividend-377725
http://www.livemint.com/Industry/f2StGzCh1lZ4UtsuabeYqN/CIL-to-fall-short-of-production-target-by-17-mt-asdemand-fa.html
http://www.livemint.com/Industry/f2StGzCh1lZ4UtsuabeYqN/CIL-to-fall-short-of-production-target-by-17-mt-asdemand-fa.html
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shipping costs and with a 4% pa annual depreciation of the Rupee vs the $, the 10 year average price 

escalation requirement of imported coal equates to 4.0% pa in Rupee terms. By contrast, standard 

terms of Indian solar and wind PPAs is a fixed price contract with zero inflation escalation over the 25-year life. 

“To illustrate the impact of inflation of electricity costs over time, we contrast the expected cost of Australian 

Carmichael mine sourced coal-fired power generation of Rs5.73p in2018, rising to Rs5.99 by 2020, Rs 6.85 by 

2025 and Rs 8.31/kWh by 2030: 

- By contrast, wind commissioned in 2015 would be flat throughout at Rs4.60/kWh, meaning electricity 

costs would be 20%, 23%, 33% and 45% cheaper than the Carmichael sourced coal-fired power 

generation in 2018, 2020, 2025 and 2030 respectively; 

- For solar commissioned in 2018 would be flat at Rs4.00/kWh, electricity costs would be 30%, 33%, 42% 

and 52% cheaper than that produced from imported coal in 2018, 2020, 2025 and 2030 respectively.” 

 

Source: HSBC, April 2013 

UP: Uttar Pradesh / AP: Andhra Pradesh / MP: Madhya Pradesh 

Legend: The two black lines give the range of price/kWh from the coal plant bids submitted in February 2011. The two red lines 

give the range of prices from the coal plant bids submitted in December 2012, which are higher and almost all higher than the 

wind FITs in seven major Indian States (red columns). 

This illustrates the massively underestimated deflationary impact of renewable energy. 

Building thermal power generation capacity that is more expensive that the current retail price of electricity and 

that locks in a 4.0% pa inflation-linked increase for the next decade is only going to make the Reserve Bank of 

India’s target to reduce inflation harder to deliver, while the increased cost of imported fossil fuels will likewise 

increase pressure on the current account deficit of the Indian government and hence on the exchange rate. 

Source: Institute for Energy Economics & Financial Analysis (IEEFA), Indian Power Prices, 6 May 2014 
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Coal India abandons share offer amongst growing investor 
skepticism (February 2014) 

 

In October 2010, India's monopoly coal producer, Coal India, was seen as one of the most valuable equity 

investments in the emerging economies. As recently as late 2013 global commercial banks were lining up to broker 

Coal India (CIL)’s 10% share offering. The offer was expected to boost Coal India's share price, raise the 

company's profile as a desirable investment and raise billions of dollars for the Indian government. The financial 

media breathlessly hung on every non-announcement about the impending share sale. They continually 

prophesied the biggest share offers ever seen in the Indian market, a sign that all was well with India's troubled 

coal sector. 

Fast forward to January 2014 and the dream is dead. After many delays and uncertainties, Coal India finally called 

off its share offer, ostensibly because of adverse market conditions and labour protests. Instead, it has announced 

a special dividend, which will ensure the Government of India (which owns 90% of the company) gets the revenue 

it wanted: nearly $3 billion dollars from the company’s cash reserves, which means $3 billion less for coal 

investments in India at a time when the power plant pipeline is drying up for want of new coal supply. This 

dividend is more than the company's total profit in 2013 and possibly more than its profits in 

2014. Meanwhile, the share price continues to linger at around 250 Rupees, which is about where it was when it 

was listed on the exchanges in 2010. So far, shareholders don't have much to show for their investment. 

 

Many factors weakening Coal India’s attractiveness for investors 

What was it that burst the hype around Coal India? It turns out a combination of factors including an 

unsustainably low coal price, a bloated and inefficient company producing poor quality coal, shoddy corporate 

governance, and a high degree of reserve uncertainty all conspired to create one of the biggest turnarounds in 

recent coal finance history. These issues helped to create unwanted attention for the big banks engaged to broker 

the sale - Bank of America, Goldman Sachs, Deutsche Bank and Credit Suisse. To make matters worse, Coal India 

suddenly found the unrealistic projections of its reserves publicly questioned - based on its own internal 

documents. Coal India has been playing fast and loose with its reserve figures, but there is also growing evidence 

that only a tiny fraction of its vast coal "resource" is actually extractable. The implications for the company's 

valuation are far-reaching. The company now faces a legal complaint in India for its failure to disclose actual 

reserve figures. 

Even the generous dividend CIL announced has done little to boost its share price. For the first time, members of 

the financial community have begun to voice doubts about the wisdom of a Coal India investment. Officials from 

one leading German bank have confirmed that they have no intention of purchasing additional Coal India shares, 

while leading US institutions have been similarly noncommittal. Scrutiny in India has increased, with 

shareholders and investment advisory groups criticizing CIL's failure to either control its production cost or raise 

the price at which it sells coal. 

Sources: 

- Business Standard, Coal India reserves depleted - At targeted production rate, this could get exhausted in 

17 years, 24 September 2013, http://www.business-standard.com/article/economy-policy/coal-india-s-

reserves-depleting-113092300560_1.html 

- NDTV.com, 15 January 2014, Why analysts are unhappy with Coal India dividend, 

http://profit.ndtv.com/news/market/article-why-analysts-are-unhappy-with-coal-india-dividend-

377725 
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Indian government reclaims 31 coal blocks from private firms 
over delay (February 2014) 

 

The Indian coal ministry took back 31 coal blocks out of 61 allocated to private firms including the Tata group and 

Jindal Steel and Power over delays in developing them, jeopardising billion-dollar projects and inviting legal 

action. 

The ministry, reviewing the coal blocks allocated over the past decade that have not started production yet, 

announced it was reclaiming about half of them, as companies have failed to meet milestones. 

Source: http://uk.reuters.com/article/2014/02/19/india-coal-litigation-idUKL4N0JI2AY20140219 

 

 

 

 

India’s new private coal power plants losing money (January 
2014) 

 

If the coal industry felt India was a safe backstop for Chinese coal demand, that too is now looking 

shaky. Many new private power stations are struggling because of the mistaken assumption that coal bought 

from Indonesia would continue to be available at the rock bottom price of around US$35 a ton. When the 

Indonesian government decided to benchmark the export price to the global market price of over 

US$80 a ton, Indian power generators reliant on cheap coal imports began losing money. 

The devaluation of the Indian rupee in 2013 compounded the power generators’ financial woes as the cost of coal 

– which is sold in US $ – has increased together with the cost of servicing US-dollar denominated loans. To shore 

up their ailing balance sheets private power generators are demanding to be able to ‘pass through’ higher costs via 

politically unpopular higher electricity prices. 

To add to the concerns, numerous companies and some national political leaders in India have been caught up in 

the ‘Coalgate’ scandal over the give-away of huge coal resources to private companies with little if any return to 

the government owner of the resource. 

As in China, the human costs of coal combustion are also becoming a major concern, with a report estimating that 

pollution from coal power stations in 2011/2012 resulted in 80,000 to 115,000 premature deaths. 

Source: http://reneweconomy.com.au/2014/big-coals-annus-horribilis-16901 

 

 

 

 

$30 billion major ‘Coalgate’ corruption scandal over coal 
blocks allocations (October 2013) 

 

The media has dubbed it “Coalgate” after the infamous Watergate scandal of the 1970s. The so-called Coalgate is 

all about suspicion around the allocation of huge chunks of coal rich mines (exclusively reserved for public sector 

units) to private companies, when Dr. Singh also held the coal portfolio in 2005. 

About 18 months ago, India’s central auditor had released a report, containing the major red flag that these coal 

blocks had been given to private companies on a case-by-case basis in a process that “lacked transparency and 

objectivity.” Normally, in such cases, the mines are to be auctioned to the highest bidder. The auditor’s logic was 

that private companies stood to earn nearly $30 billion USD by selling the coal, so the government could have 

http://uk.reuters.com/article/2014/02/19/india-coal-litigation-idUKL4N0JI2AY20140219
http://reneweconomy.com.au/2014/big-coals-annus-horribilis-16901
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boosted its revenue by going through a bidding process for the allocation of mining licenses. Why, then, the case-

by-case process? 

For nearly two years, the controversy kept rearing its head in the Indian media, even as the Central Bureau of 

Investigation (CBI) continued to probe the allegation. 

The first breakthrough came in mid-October, when the CBI named Mr. Birla, one of India’s richest industrialists, 

in its First Information Report (FIR) - which is similar to a preliminary investigation. The FIR also named former 

Coal Ministry Secretary P C Parakh. This was a big deal, as almost never in India’s history has such a major 

corporate player been named in a case of this kind. 

The bad press on the way business is conducted in India has already had some impact. Now, after a well-known 

industrialist has been named to the FIR, along with ministers and bureaucrats, it’s a nervous corporate India 

watching from the sidelines, wondering who is next in line. 

Source: http://oilprice.com/Energy/Coal/Delving-into-Indias-Coalgate-Scandal.html 

 

 

 

Coal impacts 

 

Report: Indian coal power kills up to 115,000 and costs up to 
4,6 billion $ per year (March 2013) 

 

Conservation Action Trust and Greenpeace commissioned Urban Emissions to conduct the first ever analysis and 

estimation of death and disease due to coal-fired power plants in India Urban Emissions developed estimates of 

health impacts using a well-established and extensively peer-reviewed methodology based on concentration-

response functions established from epidemiological studies. 

Main results are as follows: 

- The study finds that in 2011-2012, emissions from Indian coal plants resulted in 80,000 to 

115,000 premature deaths and more than 20 million asthma cases from exposure to total 

PM10 pollution. Millions of cases of asthma and heart disease are also attributable to coal power 

emissions, with the worst affected areas being the dense population clusters of Delhi-Haryana, Kolkata-

West Bengal and Mumbai; 

- The study also quantified additional health impacts such as hundreds of thousands of heart attacks, 

emergency room visits, hospital admissions, and lost workdays caused by coal-based emissions; 

- The study estimates the monetary cost associated with these health impacts to the public 

and government exceeds Rs.16,000 to 23,000 crores (US $3.3 to 4.6 billion) per year. 

The morbidity and mortality burden is particularly costly for governments in terms of work days lost, lost 

productivity, and loss in terms of gross domestic product. 

Source: Conservation Action Trust, Coal Kills - An Assessment of Death and Disease caused by India’s Dirtiest 

Energy Source, 12 March 2013, http://www.greenpeace.org/india/Global/india/report/Coal_Kills.pdf 

 

http://oilprice.com/Energy/Coal/Delving-into-Indias-Coalgate-Scandal.html
http://www.greenpeace.org/india/Global/india/report/Coal_Kills.pdf
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Renewable market changes 

 

 

Coal India said to invest $1,2 billion in solar projects 
(September 2014) 

 

Coal India Ltd., India’s biggest coal producer, is considering building 70 billion rupees ($1.2 

billion) of solar projects to compensate for carbon pollution, said people familiar with the plan. 

Earlier this month, coal and power minister Piyush Goyal described Coal India and power 

producer NTPC Ltd. as “massive polluters” and said they “must give back to the society”. The 

company is in talks with the Ministry of New and Renewable Energy for a combined capacity of 1,000-megawatts, 

said the people. 

The solar initiative is part of Prime Minister Narendra Modi’s plan to provide round-the-clock electricity to homes 

and factories. Modi expects more than $100 billion investment in renewable energy, including wind 

farms and solar parks, as coal shortages lead to blackouts and thermal power plants hurt the 

environment. 

 

“Investing in such projects will help Coal India fulfill its corporate social responsibility obligations ahead of a 

share sale program,” said Bharat Bhushan Agrawal, a New Delhi-based analyst at Bloomberg New Energy 

Finance. “The company has the resources, such as land and money, and can inspire other large state companies to 

take similar initiatives.” 

Coal, which fires 60% of India’s electricity capacity, is often in short supply because of transport bottlenecks and 

bureaucratic hurdles in opening new mines. This causes blackouts, prompting homes and factories to produce 

their own power. 

Coal India will need about 5,000 acres of land for setting up the 1,000 megawatt project. NTPC, India’s biggest 

generator, said it had signed an accord with southern state of Andhra Pradesh for setting up 1,000 megawatt solar 

projects. 

Source: http://www.bloomberg.com/news/2014-09-22/coal-india-said-to-plan-building-1-2-billion-of-solar-

projects.html 

 

 

 

India plans at least four giant solar parks of 20 GW each 
(August 2014) 

 

India will provide low-cost loans and grants to set up solar power parks across the country to host 

as much as 20 gigawatts of capacity, about 10 times what it has built to date. 

“We’re preparing a scheme for solar parks and it will be out after cabinet approval in about one month,” said 

Tarun Kapoor, joint-secretary at the Ministry of New and Renewable Energy. 

India is planning some of the world’s largest photovoltaic plants as it seeks to scale down costs and boost 

generation. It targets producing power from at least four so-called ultra-mega projects at a 

maximum of 5,500 rupees a megawatt-hour, about 32% below the global average, according to 

data compiled by Bloomberg, and well below the average for coal-fired power generation. 

The parks will host large plants ranging between 500 megawatts to 1,000 megawatts that will be connected to the 

grid. State utilities will be expected to purchase at least 20 percent of the power generated at the parks. Project 

owners will be free to export the remainder to consumers elsewhere in the country. 

http://www.bloomberg.com/news/2014-09-22/coal-india-said-to-plan-building-1-2-billion-of-solar-projects.html
http://www.bloomberg.com/news/2014-09-22/coal-india-said-to-plan-building-1-2-billion-of-solar-projects.html
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Separately, India also plans to auction 1,500MW of PV capacity in its biggest tender yet, the final 

guidelines of which will be issued this month. The first 750MW are expected to be awarded in bidding by the end 

of September, according to the state-run power trader overseeing the process, NTPC Vidyut Vyapar Nigam Ltd. 

Source: http://www.bloomberg.com/news/2014-08-04/india-plans-solar-parks-to-host-up-to-20-gigawatts.html 

 

 

 

 

 

Coal crunch gives impetus to India’s solar boom (February 
2014) 

 

Indian coal production consistently below target 

For a decade, India invested heavily in coal-fired power as a low-cost way of boosting energy production, but 

already plants are sitting idle for lack of cheap supply. 

For six years in a row, India's monopoly coal producer, Coal India, has missed its production 

targets, leading to chronic electricity shortages and sending power producers scrambling for pricier imports – 

being forced to import 152 million tonnes to meet demand. The Reserve Bank of India has rung economic alarm 

bells. It warned in a 2013 report that "India's current account deficit hit a record $88 billion last year, made worse 

by a trade bill bloated by $18 billion in coal imports”. This year is just as uncertain. In February 2014, 28% of the 

country's coal plants had fuel stocks to last less than a week, according to the Central Electric Authority. 

Much of the country's easy-to-access surface coal has been extracted, with the remaining reserves harder to reach: 

underground, beneath cities or within national parks and tiger reserves. New projects can take almost a decade to 

get going given village protests, bureaucratic entanglements and trouble securing fuel. 

 

Solar boom started 

"I've stopped developing coal plants," said Ratul Puri, chairman of Hindustan Power Projects Ltd. "There's not 

enough coal, and I'm not going to rely on imported coal. It's too risky. Solar is the way to go". After building two 

coal-fired plants due to start generating this year, Hindustan Power plans to invest nearly $3 billion to expand its 

350 MW of solar generation to 1 GW by 2017. 

From three years ago when solar capacity was almost zero, the country has added 2.2 GW of solar 

to its electricity grid, enough to power 20 million Indian homes. It plans another 2 GW this year, 

toward a total 15 GW addition by 2017. Individual states plan even more. Analysts say India is set to surpass its 

target of having 15 % of renewable electricity by 2022. 

For the first time, solar electricity prices have fallen to near parity with India's coal-generated 

power prices. Subsidies at about a third of cost put solar prices at about 7 rupees (11 U.S. cents) per 

kilowatt/hour, versus domestic coal's 5-6 rupees per kilowatt/hour. Solar projects also need fewer 

clearances and take just six to twelve months to develop, versus about eight years for a coal plant.  

"If we constantly focus on wind and solar, our country will be energy sufficient in the coming future," said Tarun 

Kapoor, a senior official in the Renewable Energy Ministry. Simultaneously, India announced its aim to 

nearly double wind power in five years by installing 15 GW of new power capacity by 201717. 

Source: http://bigstory.ap.org/article/coal-crunch-gives-impetus-indias-solar-switch 

 

 

                                                 
17 The Climate Institute, China launching two more carbon markets this week November 2013 

http://www.bloomberg.com/news/2014-08-04/india-plans-solar-parks-to-host-up-to-20-gigawatts.html
http://bigstory.ap.org/article/coal-crunch-gives-impetus-indias-solar-switch
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Review of India’s action on renewable energy and climate 
change (October 2013) 

 

India’s actions on energy and climate have been reviewed in a report from the Green Growth Group: 

Renewable energy 

- India has a target of deploying 20GW of solar energy by 2020; 

- India had the second fastest global clean energy investment growth in 2011 to $10.2 billion, installing 

2.8GW of new wind capacity in one year; 

- Recent levy on coal power used to fund clean energy investments; 

- Renewables are taxed at half the rate of conventional energy. 

Energy efficiency and low carbon 

- India reduced its energy intensity by over 26% between 2000 and 2010, more than almost any other 

country in the world; 

- In 2012, India had the 4th largest share of the global low carbon and environmental market by country 

and worth over €250bn annually; 

- Variety of energy efficiency schemes and standards in the country; 

- National Expert Group recently established to set out a pathway for low carbon growth in India. 

Source: The Green Growth Group, Going for Green Growth – The case for ambitious and immediate EU low 

carbon action, October 2013 
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In 2012 Indonesia was the biggest coal exporter globally (essentially to Asia) and the forth biggest producer 

globally. 

 

 

Moody: country’s biggest coal miner very near default (August 
14) 

 

PT Bumi Resources (BUMI), the biggest Indonesian coal miner, doesn’t have enough cash to meet 

more than $1 billion of obligations within the coming 18 months, making it the weakest of four 

coal miners in Indonesia, according to Moody’s Investors Service. 

The Jakarta-based company is highly leveraged, with $375 million of convertible bonds due Aug. 5 and the first 

semi-annual payment of $150 million on a China Development Bank Corp. loan due Aug. 6, the ratings company 

said in an Aug. 1 report. Bumi is “most vulnerable” to weakening leverage metrics as shrinking cash flow puts 

miners at risk of negative rating actions, Singapore-based analyst Brian Grieser said. 

“Bumi does not have the internal capacity to fund these upcoming maturities,” Grieser said in the report. “In the 

likely absence of fresh funds, we believe Bumi will be left with two options. Sell further stakes in its two main coal 

mines, or get lenders to modify terms or extend maturities.” 

Two other Bakrie-linked companies have missed payments on $535 million of dollar bonds since March 2013: PT 

Adaro Indonesia (ADRO) and PT Indika Energy (INDY). 

Moody’s rates Adaro at Ba1, its highest junk rating, and both Indika Energy and Berau Coal three steps lower at 

B1. Bumi is graded Ca, or 10 levels below investment grade. Ca means a company is likely in, or 

very near, default, with some prospect of recovery of principal and interest. 

“We expect debt leverage of our four rated Indonesian coal producers to deteriorate beyond their 

rating parameters, increasing the risk of negative rating actions over the next 12 to 18 months.” 

Source: http://www.bloomberg.com/news/2014-08-04/moody-s-labels-bumi-most-vulnerable-coal-miner-on-

debt-burden.html 

 

 

 

Indonesia may revoke contracts of 17 coal miners, including 
unit of country’s biggest coal miner (August 14) 

 

Indonesia may revoke the contracts of 17 coal miners that owe royalties to the government, including PT Arutmin 

Indonesia, a unit of PT Bumi Resources Tbk, the director general for coal and minerals said on Wednesday.  

Bumi is the country's biggest coal miner. Its unit Arutmin, which operates coal mines on the Indonesian island of 

Kalimantan, produced more than one-third of Bumi's total output in 2013. 

The potential termination of Arutmin's contract is likely to hurt Bumi, which has been struggling to repay its debt 

and generate cash flow amid weak coal prices. Bumi shares fell 2% after the news, having lost about 36% 

so far this year, against a 20% rise for the Jakarta stock exchange. 

Coal production in Southeast Asia's largest economy would likely remain flat this year at around 

420 million tonnes, the head of the coal mining association said in June. 

Source: http://in.reuters.com/article/2014/08/27/indonesia-coal-idINL3N0QX2P620140827 

http://www.bloomberg.com/news/2014-08-04/moody-s-labels-bumi-most-vulnerable-coal-miner-on-debt-burden.html
http://www.bloomberg.com/news/2014-08-04/moody-s-labels-bumi-most-vulnerable-coal-miner-on-debt-burden.html
http://in.reuters.com/article/2014/08/27/indonesia-coal-idINL3N0QX2P620140827
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Indonesian company declares force majeure blocking a 2 GW 
coal plant of national signifiance (July 2014) 

 

Indonesian company Adaro Energy said its joint venture firm BPI had declared force majeure on the construction 

of the 2,000-megawatt coal-fired Central Java Power Plant due to land acquisition problems. 

Bhimasena Power Indonesia (BPI), a joint venture company set up by Adaro, Itochu Corporation and Electric 

Power Development Co Ltd, sent a force majeure notice end June to its contractors and to the Indonesian state-

owned electricity company. 

"Due to the instability of the situation at the site, the acquisition of the remaining plots of land are beyond the 

reasonable ability of a private company, like BPI, to acquire and may be acquired only with government support," 

Adaro said. It added “BPI came to the conclusion that the circumstances and events delaying the land acquisition 

process are not within BPI’s reasonable control.” 

The company was confronted to a community in Batang strongly opposed to the coal plant and that has been been 

campaigning since almost four years against the project. 

The Central Java Power Plant is of national significance: it is the first Public-Private Partnership (PPP) 

infrastructure project in Indonesia, part of the Master Plan for the Acceleration and Expansion of Indonesia’s 

Economic Development (“MP3EI”) and supposed to be the locomotive of growth in the Java Economic Corridor. 

It is planned to use ultra supercritical coal technology. 

Source: http://www.adaro.com/publication/view/announcement-declaration-force-majeure-bpi-2/ 

 

 

 

 

Six coal companies in Bengkulu to shut down (March 2014) 

 

Six coal companies out of 14 in Bengkulu province of Indonesia are stopping their operations due 

to the low sales price and high transport costs. 

“There are six companies that will stop production because the price of coal is still low,” said the head of Bengkulu 

Coal Companies Association, Debby Hussy, as quoted by Antara news agency. She said that aside from the low 

sales price, the companies had stopped production due to high transportation costs from coal barges to the large 

vessels at Pulau Baai port: coal shipments use a great deal of bunker fuel and so are influenced heavily by high oil 

price. The barge cost is $1.5 per ton, while the loading cost is $6 per ton. 

There were 2.9 million tons of coal shipped from Pulai Baai port in 2013, a decrease from 3.6 million tons in 2012 

(-19%). 

This is a significant indication that the combination of lower than expected coal prices and 

increasing transportation and production costs start to affect Indonesian miners and especially 

new projects. The cost is too low for producers (miners), but too high for importers (utilities). 

Source: http://www.thejakartapost.com/news/2014/03/04/six-coal-companies-bengkulu-shut-down.html 

 

 

http://www.adaro.com/publication/view/announcement-declaration-force-majeure-bpi-2/
http://www.thejakartapost.com/news/2014/03/04/six-coal-companies-bengkulu-shut-down.html
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Geothermal leader plans to accelerate geothermal 
development in Indonesia (2013) 

 

Geothermal leader Energy Development Corporation (EDC) plans to accelerate geothermal development in Asia, 

starting with the Philippines and Indonesia, via the landmark “Ring of Fire” project.  The Ring of Fire initiative 

aims to replicate the Philippines’ global success in sustainable geothermal production for Indonesia’s largely 

untapped geothermal energy resources. The Philippines gets 17% of its electricity supply from geothermal power 

plants and is the second largest geothermal energy producer in the world, next to the US while Indonesia holds 

approximately 40% of the world’s conventional geothermal reserves. 

The “Ring of Fire” has the ultimate goal of increasing installed geothermal capacity in the region by 150% in 2015 

and 300% by 2020. 

Geothermal plants provide 2.5 times more jobs than their coal counterparts. Furthermore there is potential – 

especially for the Philippines – to market knowledge and experience in the field. 

Source: http://www.energy.com.ph/uncategorized/edc-wwf-lead-initiative-to-accelerate-geothermal-

development-in-asia/ 

 

 

 

 

Review of Indonesia’s action on renewable energy and climate 
change (October 2013) 

 

Indonesia’s actions on energy and climate have been reviewed in a report from the Green Growth Group: 

Renewable energy 

- At 520%, Indonesia had the world’s fastest growth rate in installed clean energy capacity in 2011 

compared to 2010, with over $1 billion investments; 

- Rapidly increasing geothermal generation and biofuels. Indonesia has 40% of the world’s estimated 

geothermal capacity; 

- There is a regulatory and financial incentive regime to drive increase in geothermal and biofuels in place. 

Energy efficiency and low carbon 

- Indonesia reduced its energy intensity by over 18% between 2000 and 2010. 

- In 2012, Indonesia’s low carbon and environmental market was worth €63bn annually and has grown by 

17% in the last 4 years; 

Source: The Green Growth Group, Going for Green Growth – The case for ambitious and immediate EU low 

carbon action, October 2013 

http://www.energy.com.ph/uncategorized/edc-wwf-lead-initiative-to-accelerate-geothermal-development-in-asia/
http://www.energy.com.ph/uncategorized/edc-wwf-lead-initiative-to-accelerate-geothermal-development-in-asia/
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Vietnam sets development of renewable energy top priority, 
says expert (February 2014) 

 

Vietnam considers the development of renewable energy a top priority in its national climate change strategy as 

the country's energy demands increase, according to experts from the National Energy Institute of Vietnam. The 

country's aggregate energy demand is predicted to equate to 167 million tons of oil by 2030, well beyond its 

production capacity of 50-62 million tons of coal and 20-22 million tons of oil, Vietnam News daily quoted 

sources from the Institute. 

Vietnam has begun exploring the potential of its promising bio- gas, wind power, solar power and 

geothermal electricity resources. 

The World Bank provided $201.2 million in credit to the country's renewable energy development program over 

the 2009-2014 period. According to Pham Van Thanh, director of the Centre for Community Research and 

Development (CCRD), the government has also received strong support for renewable energy development from 

several international organizations such as the French Development Agency (AFD), the Japan International 

Cooperation Agency (JICA), the Canadian International Cooperation Agency (CIDA), the Australian Agency for 

International Development (AusAID), the Republic of Korea's KeximBank. 

Deutsche Bank and the US Eximbank have offered preferential loans to wind power energy projects in the south- 

central coastal province of BinhThuan and Bac Lieu province in the southern Mekong Delta. 

Source: http://www.globaltimes.cn/content/842921.shtml 

 

 

 

 

The Economist: Vietnam’s largest coal power company makes 
big losses (August 2013) 

 

Red tape is impeding foreign investment in Vietnam’s energy sector. Daily life is punctuated by brownouts which 

analysts say will intensify unless officials reform a state-dominated power market and entice foreign companies to 

build more power plants. That also has sobering implications for the ruling Communist Party, which is trying to 

revive a slow economy and boost its sagging legitimacy. 

In July 2013 an amendment to Vietnam’s 2004 electricity law reaffirmed a long-stated plan to create a 

competitive electricity market. But the government is scrambling to raise the roughly $5 billion in investment it 

needs each year to meet the soaring energy demands of Vietnam’s 90 million people. The chief problem is the 

stranglehold that Electricity Vietnam (EVN) and other state-owned companies have over the power grid. 

Vietnamese law requires EVN to sell much of its electricity at an unprofitable average of seven cents per kilowatt-

hour. It means the company racks up debts with fellow state behemoths supplying coal and gas. A senior EVN 

executive recently told a state-run newspaper that losses between 2009 and 2011 exceeded $940 

million and that a 5% price rise in August will hardly improve things. 

With energy demand growing by up to 14% a year, the situation cannot hold. The country is running down its 

easily exploitable reserves of coal and gas and by 2015 will become a net energy importer. Vietnamese investors do 

not have the money to bankroll the building of the sophisticated thermal plants needed to boost power output and 

replace Vietnam’s fleet of clunkers. Yet given low electricity prices, few foreign investors see any profit in 

financing new plants. 

http://www.globaltimes.cn/content/842921.shtml
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Prices need to rise sharply, but cheap power is an essential component of the party’s social contract. Leaders 

worry that steep increases could spark unrest. The country’s poorest are increasingly sensitive to cost-of-living 

increases. 

And so it remains unclear quite how far Vietnam will go with its plan to create a competitive and more transparent 

power market, one in which the state is supposed to play a less dominant role. Officials at EVN and other state-

owned power producers benefit from state regulation, sometimes through corrupt practices, even as the 

companies they work for lose money. They have a vested interest in blocking structural reform. What is more, the 

government is wary of international financial exposure. It has not forgotten the fiasco at Vinashin, a huge state-

owned shipbuilder. It ran up debt and in 2010 missed its repayment of a $600m loan arranged by Credit Suisse. 

The default forced a downgrade of the country’s sovereign debt. 

Vietnam has so far been wary of giving generous incentives to foreign investors for power-grid development, says 

Oliver Massmann, a lawyer in Hanoi who specialises in energy. However, he warns, the lack of foreign investment 

in Vietnam’s energy future may mean that brownouts ultimately become rolling blackouts.  

Meanwhile, an increasingly stressed electricity grid threatens to act as a brake on the economy at a time when 

many Vietnamese already blame the government for economic mismanagement. The last thing it wants is people 

taking to the streets in frustration over power cuts. 

Source: The Economist, Electricity in Vietnam: A heavy load, 31 August 2013, 

http://www.economist.com/news/asia/21584374-vietnams-power-grid-under-strain-all-kinds-fuses-may-blow-

heavy-load 

 

 

 

 

Vietnam’s largest coal supplier doesn’t cover production costs 
(April 2013) 

 

Despite the latest price adjustment, the coal price is currently only 63-66 % of the cost of 

production in Vietnam. 

Nguyen Van Bien, Deputy General Director of the Viet Nam National Coal and Mineral Industries Group 

(Vinacomin), the country's largest coal supplier, said to Vietnam News Agency: “It's still hard to find capital 

resources to offset the fact that coal sells for less than production costs. Meanwhile, wages have decreased by 10 % 

compared with one year ago, making it hard to recruit workers. If the price of coal is not adjusted, miners' income 

will decrease and the local coal industry will suffer from a lack of investment capital for mining development. We 

are still encountering financial difficulties and have yet to turn a profit that we can reinvest. » 

The coal industry development strategy from now to 2020 states that VND22 trillion to VND25 trillion ($1.05 

billion – $1.19 billion) is needed annually to develop mines. But in reality, it is hard for Vinacomin to accumulate 

capital while the current export price of coal is only enough to cover costs and the domestic price is 

even lower than production costs. 

Before 2011, high export coal prices helped the group compensate for its domestic problems. But due to the global 

economic slowdown, the export price of coal fell sharply, barely covering production costs. 

Source: Viet Nam News, Vinacomin tips higher coal price, 11 April 2013, 

http://vietnamnews.vn/economy/talking-shop/238067/vinacomin-tips-higher-coal-price.html 

 

http://www.economist.com/news/asia/21584374-vietnams-power-grid-under-strain-all-kinds-fuses-may-blow-heavy-load
http://www.economist.com/news/asia/21584374-vietnams-power-grid-under-strain-all-kinds-fuses-may-blow-heavy-load
http://vietnamnews.vn/economy/talking-shop/238067/vinacomin-tips-higher-coal-price.html
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The Philippines on track to tripling its renewable energy 
capacity by 2030 (January 2014) 

 

The country's Department of Energy (DoE) says it is on track to meeting its target of tripling its renewable energy 

capacity by 2030. Currently, the Philippines has a renewable energy capacity of 5.6 GW. By 2030, 

the country hopes to reach a target of 16 GW. 

The Philippines notably gets 17 % of its electricity supply from geothermal power plants and is the second largest 

geothermal energy producer in the world, next to the US. The targeted geothermal additional capacity is 

1,160 MW by 2020 – a 63% increase compared to the current 1,848 MW capacity. 

Philippine Senator Edgardo J. Angara stressed the importance of investment in renewable energy in reducing the 

island country's heavy dependence on fossil fuel imports and in their contribution to job creation. He also pointed 

to the rapidly increasing energy needs of the country and estimated the renewable energy potential of the 

Philippines to 150-250 GW. 

Fellow Philippine Senator Senator Loren Legarda added that with the country's Renewable Energy Act and other 

regulations such as the feed-in tariff, net metering, a renewable portfolio standard and an exemption for the 

import of components for renewable energy systems as well as an active fight against corruption, the Philippines 

had the necessary legal framework for increased investment in photovoltaic and other renewable energies. 

Sources: 

http://www.pv-magazine.com/news/details/beitrag/philippines-closes-in-on-1-gw-pv-

pipeline_100013725/#axzz2vAcYiL6j 

http://iea-gia.org/wp-content/uploads/2013/10/Ogena-2013IEA-GIA-EDC-Leyte-Case.pdf 

 

 

 

 

The Philipines reach 1 GW photovoltaic pipeline end 2013 
(December 2013) 

 

The pipeline for approved PV projects in the Philippines moved close to 1 GW in December 2013. Figures released 

from the country's Department of Energy (DoE) reveal that the department has awarded service contracts for a 

total of 38 PV projects in the Philippines this year, taking the country’s PV pipeline to 846.2 MW. 

The DoE is eager to top 1 GW before the end of 2013, and is in the advanced stage of pre-approving a further 259.2 

MW of PV proposals spread across an additional 25 projects. 

Crucial factors for the accelerated development of photovoltaics in the economically booming country are the high 

electricity prices, reduced system prices for PV systems and a Feed-In-Tariff FIT program that started last 

summer, which pays PHP9.68/kWh (US$0.24/kWh). In other words, PV is beginning to pay off. The current 

average retail electricity price for final consumers is approximately PHP11.35/kWh (US$0.28/kWh) according to 

Cruz-Capellan, founder of the Philippine Solar Power Alliance Inc., while on remote islands a kilowatt-hour of 

electricity from a diesel generator can cost as much as PHP28.39 (US$$0.70). 

"In Manila we see costs of up to US$0.34 per kilowatt-hour, PHP13.79, for conventional current," added Hendrik 

R. Bohne, director of sales and business development in South East Asia for Conergy AG. "Thus with costs of less 

http://www.pv-magazine.com/news/details/beitrag/philippines-closes-in-on-1-gw-pv-pipeline_100013725/#axzz2vAcYiL6j
http://www.pv-magazine.com/news/details/beitrag/philippines-closes-in-on-1-gw-pv-pipeline_100013725/#axzz2vAcYiL6j
http://iea-gia.org/wp-content/uploads/2013/10/Ogena-2013IEA-GIA-EDC-Leyte-Case.pdf
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than US$0.24/kwh (PHP9.73) solar electricity has already reached grid parity for the final consumer 

in many cases and, in part, generation parity for industrial customers." 

The fact that the Philippine solar market is beginning to take off is also due to increasing political and social 

support, stressed Cruz-Capellan. The influence of the coal and oil lobby is declining and increasing numbers of 

companies, consumers and municipalities are coming to recognize the "economic advantages of photovoltaic 

technology," she said. She also sees progress when it comes to acceptance on the part of the banks as far as 

financing photovoltaic technology is concerned. 

Sources: 

http://www.pv-magazine.com/news/details/beitrag/pv-in-the-philippines-beginning-to-pay-

off_100010251/#axzz3Et7gVmAr 

http://www.pv-magazine.com/news/details/beitrag/philippines-closes-in-on-1-gw-pv-

pipeline_100013725/#axzz2vAcYiL6j 

 

 

 

 

 

 

 

 

Thailand PV tiger of Southeast Asia (January 2014) 

 

Thailand is seeing a real PV boom. The IHS Solar figures show 690 MW of new PV capacity being 

added last year, with that increasing to 753.6 MW this year. Behind the boom are the relatively ambitious 

goals of its government. In July 2013, Thailand increased its target for solar power from 2 GW to 3 GW of capacity 

through to 2021. It also added a rooftop program, to supplement the previous program, which was aimed 

primarily at utility-scale development. 

Thailand’s major policy driver for PV is what’s known as its Renewable Energy Adder Program, which was 

introduced in 2011 under the auspices of its Alternative Energy Development Plan. Given Thailand’s archipelago 

geography, increased renewable energy share is seen as a way to “reduce investment cost for transmission 

network construction,” according to government documents. 

In September last year, ClearSky advisors reported that 98.7% of Thailand’s current solar PV capacity is made up 

of utility-scale projects – arrays of 1 MW or larger. A number of homegrown PV companies have found success 

developing these projects. The biggest is SPCG, which has installed 260 MW of capacity across 36 sites. “SPCG is 

an entrepreneurial company which took advantage of the licensing system for the adder system in 2010,” says IHS 

senior analyst Josefin Berg. “It then was able to put together financing with multilateral funding, and really bring 

the projects to life.” Project developers certainly stand to profit if arrays are completed in time to qualify for the 

adder. According to Reuters, one of SPCG’s largest PV power plants is generating a profit of THB 10 million/MW 

(US$311/MW), which the business publication calculates as being at least four times more than fossil-fuel power 

plant operators receive in the country. 

Source: http://www.pv-magazine.com/archive/articles/beitrag/thailands-pv-tiger-

_100013854/618/#axzz3Et7gVmAr 

 

 

http://www.pv-magazine.com/news/details/beitrag/pv-in-the-philippines-beginning-to-pay-off_100010251/#axzz3Et7gVmAr
http://www.pv-magazine.com/news/details/beitrag/pv-in-the-philippines-beginning-to-pay-off_100010251/#axzz3Et7gVmAr
http://www.pv-magazine.com/news/details/beitrag/philippines-closes-in-on-1-gw-pv-pipeline_100013725/#axzz2vAcYiL6j
http://www.pv-magazine.com/news/details/beitrag/philippines-closes-in-on-1-gw-pv-pipeline_100013725/#axzz2vAcYiL6j
http://www.pv-magazine.com/archive/articles/beitrag/thailands-pv-tiger-_100013854/618/#axzz3Et7gVmAr
http://www.pv-magazine.com/archive/articles/beitrag/thailands-pv-tiger-_100013854/618/#axzz3Et7gVmAr
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In 2012 Australia was the second biggest coal exporter globally (essentially to Asia), the fifth biggest coal producer 

and the 10th biggest coal consumer. 

 

Coal market changes 

 

 

Coal exporters hard hit by China’s slump (September 2014) 

 

Australian steaming coal is no longer cheaper than domestic supplies in many parts of China, causing a slump in 

imports that is set to continue as growth in the word’s second biggest economy shifts down another level. 

The poor outlook for coal has been accompanied by an absolute fall in Chinese steel consumption over the last two 

months, a situation which analysts believe has only happened a handful of times over the last 14 years. 

 “Previously the debate was whether we would have mega-growth in the demand for commodities from China or 

just really strong growth,” said Graeme Train, a commodities analyst at Macquarie in Shanghai. “Now the debate 

is over low growth or negative growth.” For Australia’s steaming coal exporters, the trend is towards the negative. 

Customs Bureau figures show China’s coal imports were down 5.3% in the first eight months of 

the year, compared with the same period in 2013. 

An analysis of the Chinese coal market by Susannah Kroeber from J Capital Research shows the price advantage 

enjoyed by Australian steaming coal producers has been gradually eroded over the last year. Ms Kroeber said 

Australian producers were 100 yuan ($18) a tonne cheaper than their Chinese rivals 12 months ago. This price 

advantage has now dwindled to just 10 yuan per tonne at ports in the southern province of Guangzhou and 

disappeared entirely further north. 

“Australian producers are now competing in a market which is massively oversupplied, a 

situation most have never seen before,” she said. 

At the same time as producers battle oversupply, Ms Kroeber is forecasting consumption of both 

steaming and coking coal will fall by 1 per cent to 2 per cent this year. China’s steel consumption also 

turned negative last month, highlighting the twin challenges facing diversified mining companies like BHP 

Billiton and Rio Tinto.  

Source: http://www.afr.com/Page/Uuid/384d8826-4523-11e4-ac3e-e1eb9312e7da 

 

http://www.afr.com/Page/Uuid/384d8826-4523-11e4-ac3e-e1eb9312e7da
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Financial Times: ‘Australian coal industry caught in perfect 
storm’ (June 2014) 

 

“It’s a perfect storm,” says Mr Kenyon-Slaney chief executive of the miner’s energy unit of Rio Tinto. “The sector is 

in the midst of quite possibly the most serious challenge it has ever seen to remain globally competitive. There’s 

every chance these tough times will continue for several years.” 

Australian miners are shedding thousands of jobs as they mothball high-cost mines, sell non-core assets and drive 

efficiencies across their operations. 

“The coal industry is undergoing a difficult transition and to be globally competitive we have to reset the cost base 

of the business,” said Dean Dalla Valle, president of BHP Coal, when he announced the decision to pull back 

activity at its Goonyella coking coal mine in Queensland. BHP says restructuring will continue with coal producers 

facing challenges posed by low prices, high costs and a strong Australian dollar. 

Mining industry data compiled by the council show a quarter of mines in Queensland are losing 

money. Glencore estimates that one-third of mines nationwide are in the red. In response miners are 

squeezing suppliers and trying to cut costs. 

Record Australian production combined with a rise in exports from Indonesia – the world’s biggest seaborne 

exporter – and from the US is causing global oversupply of thermal and coking coal. With coal prices under 

downward pressure amid global oversupply and some of the biggest mining companies busy trying to offload 

unprofitable mines, the commodity is looking distinctly unloved by investors. 

 

The price of thermal coal (for power stations), has fallen 45% from around 130 $ a ton in 2011 to $73 a ton. The 

price of coking coal, (for steel making) has fallen 60% from about $300 in 2011 to about $120 a ton. 

Source: Financial Times, June 19, Australian coal industry caught in ‘perfect storm’, 19 June 2014, 

http://www.ft.com/intl/cms/s/0/c1ed5f58-f536-11e3-91a8-00144feabdc0.html#slide0 

 

http://www.ft.com/intl/cms/s/0/c1ed5f58-f536-11e3-91a8-00144feabdc0.html#slide0
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Coking coal contract crash (April 2014) 

 

Coking coal prices have slumped to six-year lows, many Australian mines are not making money and the industry 

is set to close more of the mines that produce the nation’s second most valuable export. A dramatic fall in 

quarterly contract prices for the steelmaking raw ingredient has caught industry players by surprise and led coal 

giant Peabody Energy to declare it is considering the closure of Australian mines it recently 

indicated were safe. 

As boom-time-approved expansions continue to increase supply, the June quarter coking coal contract price has 

fallen from $US143 a ton to $US120 a ton, which is close to typical cash costs for the east coast coking coal 

industry, according to Credit Suisse analysts. This means when things such as corporate, financing and sustaining 

capital are added in, most producers would be losing money. “Miners over-invested and now they must chew 

through it. Such is the commodity business.” 

                         Spot price of coking coal (US $ a ton) 

 

Source: http://www.macrobusiness.com.au/2014/04/coking-coal-contract-crash/ 

 

 

 

 

Peabody CEO: Falling prices to force more coal mine closures 
(February 2014) 

 

The head of the world's biggest non-governmental coal miner, US-based Peabody Energy, said more Australian 

coal mines will close this year as the coking price continues to fall. 

Peabody Energy (US) CEO Greg Boyce stated "It's our view that at today's current pricing there is still 

production coming out of both the US and Australia that is not sustainable. We should see those rationalisations 

continue to unfold during the course of 2014." The coking coal price fell to a six-year low in January 2014. 

Source: The Australian, 3 February 2014, http://www.theaustralian.com.au/business/mining-energy/falling-

price-to-force-more-coalmine-closures/story-e6frg9df-

1226816185566?nk=133819f9e5158467b78f15968e032ae6# 

 

 

 

http://www.macrobusiness.com.au/2014/04/coking-coal-contract-crash/
http://www.theaustralian.com.au/business/mining-energy/falling-price-to-force-more-coalmine-closures/story-e6frg9df-1226816185566?nk=133819f9e5158467b78f15968e032ae6
http://www.theaustralian.com.au/business/mining-energy/falling-price-to-force-more-coalmine-closures/story-e6frg9df-1226816185566?nk=133819f9e5158467b78f15968e032ae6
http://www.theaustralian.com.au/business/mining-energy/falling-price-to-force-more-coalmine-closures/story-e6frg9df-1226816185566?nk=133819f9e5158467b78f15968e032ae6
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IEEFA research: Adani’s $7bn coal megaproject in Australia 
unviable (November 2013) 

 

The Institute for Energy Economics and Financial Analysis’ (IEEFA) new research “Remote Prospects: A financial 

analysis of Adani’s coal gamble in Australia’s Galilee Basin” warns investors that the controversial Carmichael coal 

mine and infrastructure mega-project is uncommercial. 

The Adani Group is a large Indian conglomerate controlled by the Adani family. Adani Enterprises is proposing to 

develop a 60 million ton per annum (Mtpa) thermal coal mine complex, the Carmichael Mine, in the remote 

Galilee Coal Basin, central Queensland. Coal would be transported by a 500 km greenfield rail line to Abbot Point 

Port, where the company plans a new 70 Mtpa coal terminal to export coal to India in additional to an existing 

terminal - through the iconic UNESCO World Heritage listed Great Barrier Reef. 

The Carmichael project is uneconomic - a high cost coal in a low priced coal market with an uncertain future. 

 

Main issues include: 

- Carmichael coal is a low quality, high cost product challenged by low market prices. Adani has over-

estimated coal quality while under-estimating costs and project complexities; 

- Carmichael’s coal cost structure is likely to remain above the global thermal coal price for the foreseeable 

future; 

- India’s power market is fatally flawed: it cannot absorb the high coal price from the Carmichael project: 

the domestic price of coal in India is in the $30/t range and the price Carmichael coal requires is over 

US$95/t (inclusive of shipping). 

 

Weak company for a difficult project 

The Adani Group is a weak partner for this complex coal, rail and mine project in Australia. In the last several 

years the enterprise has announced an overly ambitious expansion plan, lost share value in critical segments and 

is overleveraged: 

- The Adani Enterprises’ external equity market capitalisation is $5.17bn against estimated Carmichael 

project costs of $7bn; 

- The Adani Group is highly geared: against an external market capitalisation of $5.17bn, it has an 

estimated $12bn of net debt; 

- Adani’s Carmichael mine would be by far the largest coal mine in Australia in a remote inland region 

with no power, rail, water or workforce infrastructure. But Adani’s only other experience in coal mining 

is a small 2–4 Mtpa coal mine in Indonesia that has consistently performed below expectations. 

- The project is plagued by delays that continue to squeeze the Adani Group’s cash flow, with the company 

conceding the 2014 timetable for commencement of production has been pushed out to 2016, but more 

likely 2017 with full production beyond 2022. 

Research co-author, IEEFA’s Tom Sanzillo, former first deputy comptroller of New York said “Our conclusion is 

that Carmichael presents a picture of unacceptable risk. It’s a high cost coal product in a low price market in 

structural decline. The project is uneconomic. It might have been viable 5 years ago but the market has moved 

on”. 

Source: Institute for Energy Economics and Financial Analysis (IEEFA), Remote Prospects: A financial analysis 

of Adani’s coal gamble in Australia’s Galilee Basin, 25 November 2013 
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$7 bn mega-project of Wandoan coal mine scrapped in 
Queensland (September 2013) 

 

Just days after the election of Prime Minister Tony Abbott, and despite his repeated promise to repeal the carbon 

price, the mining tax, roll back green tape and open the country up to coal business, one of the biggest mining 

projects in the country – the $7 billion Wandoan coal mine in Queensland – was scrapped. 

As Glencore Xstrata CEO Ivan Glasenburg made clear, the world has changed: there is simply not enough demand 

from other countries, and prices are way too low to justify new projects. Nearly a third of the world’s thermal coal 

supplies are losing money because of significant shifts in consumption and economic priorities in China, the 

world’s biggest coal user, and elsewhere. 

Deutsche Bank said earlier this year that Rinehart’s Alpha and Clive Palmer’s China First mega-

projects may suffer a similar fate to Wandoan. 18. 

Source: http://reneweconomy.com.au/2013/tony-abbott-gets-crash-course-in-carbon-bubbles-88258 

 

 

 

 

 

Coal finance changes 

 

 

$29 bn fund HESTA announces new restriction on coal 
investments (September 2014) 

 

HESTA, the super fund for health and community services, announced it is progressively 

implementing a restriction on investments in thermal coal. It is the first major Australian 

superannuation fund to restrict thermal coal investments across all its investment options.  

“HESTA is of the view that, new or expanded thermal coal assets face the highest risk of becoming stranded before 

the end of their useful life. “It is not prudent, nor in the long-term interest of members, to invest in the expansion 

of these assets.”  

Under the new restriction: 

- HESTA will not make new investments in unlisted companies that derive more than 15% of revenue or 

net asset value from exploration, new or expanded production, or transportation of thermal coal; 

- HESTA will not invest in any newly listed companies — from listing onwards — that derive more than 

15% of revenue or net asset value from exploration, or new or expanded production, of thermal coal; 

- HESTA will also not participate in the provision of direct funding via rights issues or share placements to 

already listed companies for expenditure on business expansion in any of these activities. 

Source: HESTA media release, HESTA announces new restriction on thermal coal investments, 12 September 

2014 

 

                                                 
18

 Deutsche Bank, Thermal Coal: Coal at a Crossroads, May 2013 

http://reneweconomy.com.au/2013/tony-abbott-gets-crash-course-in-carbon-bubbles-88258
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Fifth bank to rule out financing for major coal project Abbot 
Point (July 2014) 

 

Barclays is the latest of a growing series of banks who officially answered the coalition of NGOs involved in this 

campaign that they "have no plans to participate in financing the Abbot Point development or its associated 

mine/rail infrastructure", after weeks of NGO campaigns. 

Other banks ruling out this project include Credit Agricole, Deutsche Bank, HSBC and Royal Bank 

of Scotland. The controversial Abbot Point coal terminal near Bowen, Queensland, is planned to export coal 

from the nine mega coal mines planned for Queensland’s Galilee Basin. But it threatens the iconic Great Barrier 

Reef and is the target of a big global NGO campaign. 

Sources: 

- Banktrack press release, 18 June 2014, http://us6.campaign-

archive2.com/?u=ca4ff3016df790ab4c04c0ddd&id=30b87c615a&e=9b5334554c 

- https://www.facebook.com/peoplepowerchange/photos/a.457255765787.382103.200006375787/10154

311304815788/?type=1 

 

 

 

$3 bn AMP fund divests from coal (May 2014) 

 

AMP Capital is a large global investment manager headquartered in Sydney, Australia. Funds operated by AMP 

for ‘‘Responsible Investment Leaders’’ - about $3 billion - will no longer invest in companies that derive more than 

20% of their earnings from thermal coal, coal-fired power generation, oil sands and the conversion of coal to 

liquid fuels. 

AMP said the changes were in response to ‘‘growing interest and concern’’ about climate change from investors. 

AMP’s head of environmental, social and governance research Ian Woods pointed to recent 

comments by India’s Prime Minister-elect Narendra Modi, who expressed a desire to electrify 

millions of Indian homes with solar power, as proof that alternatives to thermal coal did exist. 

‘‘We believe there are sufficient alternatives to coal-fired generation that meant that we were happy to exclude 

thermal coal mining,’’ he said. He did note that an ethics committee would continue reviewing the policy, and the 

limits could become stricter in the future. 

Source: The Sunday Morning Herald - Business Day, 28 May 2014, http://www.smh.com.au/business/mining-

and-resources/amp-fund-dumps-fossil-fuel-investments-20140528-394iz.html#ixzz367wbk5NI 

 

 

 

Bloomberg: BlackRock joins investors in flagging Barrier Reef 
eco-risk of mega-coal projects (March 2014) 

 

The potential threats posed by coal and natural gas projects to the Great Barrier Reef are prompting close scrutiny 

from investors as a global campaign against fossil fuels gains momentum. 

“It’s a huge issue potentially for any company operating in the Great Barrier Reef if there is a failure of 

management systems from an environmental perspective,” Pru Bennett, Hong Kong-based Asia Pacific director of 

corporate governance and responsible investment at BlackRock Inc., said in an interview. BlackRoch is the world’s 

biggest fund manager with $4.59 trillion in assets under management as of 2014. “The reputational damage that 

could be done, and the potential to lose that social license to operate, is very high.” 

http://us6.campaign-archive2.com/?u=ca4ff3016df790ab4c04c0ddd&id=30b87c615a&e=9b5334554c
http://us6.campaign-archive2.com/?u=ca4ff3016df790ab4c04c0ddd&id=30b87c615a&e=9b5334554c
https://www.facebook.com/peoplepowerchange/photos/a.457255765787.382103.200006375787/10154311304815788/?type=1
https://www.facebook.com/peoplepowerchange/photos/a.457255765787.382103.200006375787/10154311304815788/?type=1
http://www.smh.com.au/business/mining-and-resources/amp-fund-dumps-fossil-fuel-investments-20140528-394iz.html#ixzz367wbk5NI
http://www.smh.com.au/business/mining-and-resources/amp-fund-dumps-fossil-fuel-investments-20140528-394iz.html#ixzz367wbk5NI
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Bennett said a portfolio manager could decide to sell an active holding if they formed the view the 

company isn’t appropriately managing environmental risk.  

“There’s a strong and growing awareness in a large part of the investment community that there are potential risks 

for a lot of these large resources projects in Queensland and alongside the Great Barrier Reef,” said Simon 

O’Connor, chief executive officer of the Responsible Investment Association Australasia, whose 150 members 

manage more than A$500 billion ($462 billion) and include BlackRock and AMP Ltd. 

In recent months, campaigns seeking to pressure fund managers to sell fossil fuel assets have gained traction, 

according to a Citigroup report from March 2014. 

Source: http://www.bloomberg.com/news/2014-03-31/blackrock-joins-investors-in-flagging-barrier-reef-eco-

risks.html 

 

 

 

 

HSBC report: $20bn market value of Australian coal assets at 
risk (January 2014) 

 

A new report from HSBC, Coal and Carbon Revisited, says the market value of the coal assets 

owned by Australia’s biggest mining groups could be slashed by nearly half – or more than $20 

billion. The report, an update of a previous assessment conducted in 2012, suggests that BHP Billiton has the 

biggest exposure in nominal terms – nearly $8 billion. Other companies to be affected are Rio Tinto, Anglo 

American and Glencore Xstrata. 

The valuations are based around the potential impact of a “carbon budget”, a concept that HSBC says is gaining 

traction globally given the latest climate science, and because the pollution control policies in the two biggest 

economies and energy consumers, the US and China, are starting to bite. 

The International Energy Agency has said that if climate targets are to be met, only 20 % of global coal reserves 

can be developed by 2050 without carbon capture and storage in its low-carbon scenario. The remaining reserves 

(and resources) would, in effect, be ‘unburnable’. The UN-sponsored IPCC also concluded that the global economy 

has a one trillion tonne (1,000Gt C) budget from the beginning of the Industrial Revolution to the end of the 21st 

century. But only 269GtC is currently left, a fraction of the 779GtC embedded in fossil fuel reserves. 

“For investors, the key will be how this diminishing budget is distributed between regions and sectors, and how it 

impacts capital allocation for both low and high-carbon investments,” HSBC writes in the report. 

“Coal is particularly exposed as it is the most carbon- intensive fuel. In addition, this long-term carbon risk has 

converged with other factors that are placing downward pressure on coal consumption, notably the growth of 

shale gas and renewables, as well as tighter air pollution regulations”. The margins for the thermal coal business 

could fall from $36 a ton at the 90th percentile to just $13/t – a point where miners would struggle to cover 

sustaining capital expenditure. 

HSBC says the issue of stranded asset valuations for coal has become increasingly topical for 

equity investors and management over the past 18 months. “It is fair to say that the long-run future of 

coal is now “in play” in commodity and equity research markets,” it writes. 

Source: HSBC, Coal and Carbon Revisited, 20 January 2014, http://reneweconomy.com.au/2014/hsbc-says-

20bn-market-value-of-coal-assets-at-risk-36748 

 

 

 

 

 

http://www.bloomberg.com/news/2014-03-31/blackrock-joins-investors-in-flagging-barrier-reef-eco-risks.html
http://www.bloomberg.com/news/2014-03-31/blackrock-joins-investors-in-flagging-barrier-reef-eco-risks.html
http://reneweconomy.com.au/2014/hsbc-says-20bn-market-value-of-coal-assets-at-risk-36748
http://reneweconomy.com.au/2014/hsbc-says-20bn-market-value-of-coal-assets-at-risk-36748
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Oxford University research: less Chinese demand for coal 
means more risks for Australian coal assets (December 2013) 

 

The Oxford University released the new research Stranded Down Under? Environment-related factors changing 

China’s demand for coal and what this means for Australian coal assets with the following main findings: 

 

China shift due to several factors 

China is becoming the price setter for coal. With a domestic market that is now three times the size of the 

international coal trade, China is a major force for determining coal prices globally. Chinese demand is therefore 

likely the main mechanism determining the prices faced by coal exporters in Australia and beyond, and affecting 

coal assets internationally. 

“It is clear that China’s coal demand patterns are changing as a result of environment-related 

factors and consequently less coal will be consumed than is currently expected by many owners 

and operators of coal assets”, the research says. Shifts already well underway in China are due to several 

factors including environmental regulation, developments in cleaner technologies, local air pollution, improving 

energy efficiency, reducing exposure to volatile international commodity markets, political activism, the 

emergence of carbon pricing and increasing water scarcity. These trends are set to continue and grow. These 

factors are all likely to reduce China’s growth in coal imports below levels currently expected. 

 
Impacts on Australian coal assets 

Demand below expectations, and lower coal prices as a result, would increase the risk that coalmines, reserves and 

coal-related infrastructure could become mothballed or abandoned. Many planned greenfield projects and mine 

expansions in Australia were considered feasible based on high coal prices. If prices are low and stay that way, 

many of these projects will not go ahead. Prices could also drop to the point where it is in the interests 

of miners to cease production, resulting in stranded mines and dependent infrastructure such as 

railways.  

According to the Australian government’s Bureau of Resources and Energy Economics, there are 89 coal projects 

planned for Australia, with a total potential capacity of 550 million tons (Mt) per year, almost all of which is 

planned to meet export demand. By comparison Australia produced about 430 Mt of coal in 2011. 

The ten main projects have an expected cost of over AU$50 billion and make up half of total expected capital 

expenditure in new coalmines. They are ultimately owned by 12 companies, which are together listed on eight 

stock exchanges. “The coal price required for many of these projects to be economic, as determined 

by a survey of analyst reports and publicly available information, is in our view unlikely to be 

sustained given China’s changing demand for coal”, the research says. “This would result in coal 

assets under development becoming stranded or operating mines only covering their marginal 

costs and subsequently failing to provide a sufficient return on investment.” 

To minimise the risk of stranded assets, the companies involved should interrogate the coal price assumptions 

underpinning the investment case for each of these projects. Investors in the projects’ sponsors, especially if 

investee companies are diversified natural resource companies, should seek clarity on the opportunity costs 

associated with deploying finite capital into these projects.  

Australian state governments (the Queensland government in particular) would also be adversely affected 

financially by projects being abandoned or mothballed: less production will reduce royalty payments. “It would be 

sensible for policymakers to minimise exposure by diversifying their tax base. State and federal governments can 

also reduce the risk of their own investments becoming stranded assets by limiting the use of public funds and 

resources that support coal-related infrastructure, such as ports and railways”. Governments should “work to 

understand how assets might become stranded to avoid costly lock-in and to ensure that government revenues, 

particularly at state level, are resilient to potential discontinuities”, the research says. 

Source: Oxford University, Stranded Down Under? Environment-related factors changing China’s demand for 

coal and what this means for Australian coal assets, December 2013 
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Renewable market changes 

 

 

Australia goes solar (June 2014) 

 

In 2007, Australia had roughly 8,000 solar rooftops. Now, the number has jumped to over 1 million. Over 2.6 

million Australians from all walks of life get their energy direct from the sun. This in turn, has created over 16,000 

jobs in the Australian solar industry. 

For many, the decision to go solar comes down to simple economics. Solar power is the best way to isolate yourself 

from ever rising electricity costs. While electricity costs from the aging fleet of coal plants continue to 

rise, the price of solar continues to fall dramatically. In 2007, solar panels cost roughly $12/watt 

compared to less than $3/watt now – a fall of over 75%. This trend is set continue due to economies of 

scale and ongoing rapid technological innovation. 

Source: https://www.sunriseproject.org.au/abbott-swimming-against-the-tide-of-history/ 

https://www.sunriseproject.org.au/abbott-swimming-against-the-tide-of-history/
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In 2012 Japan was the second biggest importer globably, and the fifth biggest consumer. 

 

 

Solar power boom in Japan (May 2014) 

 

In April 2014, Japan published the first update of its Basic Energy Plan since the 2011 nuclear Fukushima 

collapse. The plan sets policy for the Japanese power sector for two decades, and is updated every three years. 

The Japanese government’s plan to increase its renewable energy capacity from 8% of total to 40% 

by the early 2030s. 

A first gold rush driven by generous subsidies led to an uncontrolled boom in solar power projects in Japan, of 

which, however, only a very small percentage actually got built. Now, however, the government has taken charge 

and serious developers are entering the market. 

Japanese newspapers quoted the influential Chief Cabinet Secretary Yoshihide Suga AS saying: “For the next three 

years, we will make (the development) of renewable energy a top priority.” This will certainly apply to solar power, 

which is already booming in Japan. 

For Japan, solar has priority over wind power. 6.7 GW of solar capacity was approved in Japan for the 

feed-in-tariff (FIT) scheme in 2013. In 2014, Japan is even expected to install over 10 GW of solar 

power, with more than half of this being utility-scale solar. In comparison, Germany’s solar peak stood at 7.6 

GW. The boom in utility scale solar got started by an FIT- program introduced in 2012 by the Japanese 

government. 

Sales of solar cell modules in Japan doubled last year. 

Big name investors are also crowding in.“We see continued strong demand for utility-scale mega solar 

installations”, says Ichiro Ikeda from the huge industrial conglomerate Kyocera, that produces solar cells. 

Sources: 

- Clean Technica, Solar power bomming in Japan, 17 May 2014, 

http://cleantechnica.com/2014/05/17/solar-power-booming-japan/ 

- http://www.2050publications.com/feed-in-tariff-creating-renewable-energy-investment-boom-in-

japan/ 

 

 

 

http://cleantechnica.com/2014/05/17/solar-power-booming-japan/
http://www.2050publications.com/feed-in-tariff-creating-renewable-energy-investment-boom-in-japan/
http://www.2050publications.com/feed-in-tariff-creating-renewable-energy-investment-boom-in-japan/
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Review of Japan’s action on renewable energy and climate 
change (October 2013) 

 

Japan’s actions on energy and climate have been reviewed in a report from the Green Growth Group: 

Renewable energy 

- New feed-in tariff system in place for renewables. More broadly the 2012 Energy Strategy seeks to 

maximise uptake of clean energy to reduce import dependency and cut emissions 

- 2012 clean energy investment was $16.3 billion, the fifth highest globally. Over 2GW of distributed solar 

capacity was installed in 2012; 

- Japan is working to improve battery performance, advance electric vehicles, and extend charging 

infrastructure. 

Energy efficiency and low carbon 

- Japan reduced its energy intensity by over 7% between 2000 and 2010 and is one of the most energy 

efficiency economies in the world, but there is a variety of measures in place to drive this further; 

- Japan introduced a carbon tax in 2012; 

- In 2012, Japan had the third largest share of the global low carbon and environmental market by country 

worth €250bn annually. 

Source: The Green Growth Group, Going for Green Growth – The case for ambitious and immediate EU low 

carbon action, October 2013 
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In 2012 South Korea was the fourth biggest coal importer and the seventh biggest consumer globably. 

 

South Korean tax on coal imports for power starting from July 
2014 and plans for tough CO2 caps in 2015 (June 2014) 

 

South Korea's tax on coal imports for power generation will start in July and duty on some alternative fuels will be 

cut, the government said. 

The planned tax on coal, broadly announced in November, is expected to push up electricity costs, prompting 

consumers to curb power use as Asia's fourth-largest economy battles to avoid blackouts during peak demand in 

winter and summer. 

The country's five utilities, fully owned by state-run Korea Electric Power Corp (KEPCO), import around 21-22 

million tonnes of coal per quarter, according to industry data. 

The tax on coal was in line with market expectations, with the finance ministry saying in a statement that a rate of 

19 Korean won ($0.02) would be imposed per kilogram (kg) of coal with a minimum 5,000 kcal of net calorific 

value (NCV). For coal below 5,000 kcal/kg NCV, the rate will be 17 won per kg. 

The country last week announced plans to impose tough caps on CO2 emissions from utilities and industry as part 

of a carbon trading scheme that will be the world's second biggest when it opens at the start of next year. ($1 = 

1024.0000 South Korean Won). 

Source: http://mobile.reuters.com/article/idUKL3N0OK0XH20140603?irpc=932&irpc=932 

 

 

Review of South Korea’s action on renewable energy and 
climate change (October 2013) 

 

South Korea’s actions on energy and climate have been reviewed in a report from the Green Growth Group: 

Renewable energy 

- Target to increase South Korea’s share of global clean technology exports from 2% to 8% 

by 2012; 

- 50% increase in clean energy investments in 2012 with significant increases in renewables generation 

capacity. 

Energy efficiency and low carbon 

- South Korea reduced its energy intensity by nearly 10% between 2000 and 2010; 

- South Korea aims to cut energy intensity by 46% from 2007 to 2030; 

- Plans to allocate 2% of GDP to cut emissions, improve energy security, and promote new low carbon 

growth; 

- Legislation in place to launch an ETS in 2015 covering the country’s 500 largest emitters; 

- In 2012, South Korea’s low carbon and environmental market was worth over €70bn annually, having 

grown by 17% in 4 years. 

Source: The Green Growth Group, Going for Green Growth – The case for ambitious and immediate EU low 

carbon action, October 2013 

http://mobile.reuters.com/article/idUKL3N0OK0XH20140603?irpc=932&irpc=932
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In 2012 the US were the second biggest coal producer and consumer and the fourth biggest exporter globally. 

 

 

Policy changes 

 

 

Obama administration proposes 30% cuts to power plant 
carbon emissions (June 2014) 

The US Environmental Protection Agency (EPA) announced new draft CO2 performance standards for the entire 

fleet of existing U.S. electricity power plants (that are responsible for approximately 40% of U.S. carbon 

emissions. The proposed standards would reduce carbon pollution 25% by 2025 and 30% by 2030, an equivalent 

of about 730 million metric tons of carbon dioxide, compared to 2005. Each U.S. state will implement a plan to 

achieve the targets. This draft standard represents the centerpiece of an ambitious climate action plan announced 

by President Obama in June 13. 

These regulations, once finalized, will have the force of law and be difficult to change. They rely on existing 

legislation and the Congress does not have to approve for them to take effect. 

Source: http://www2.epa.gov/sites/production/files/2014-05/documents/20140602fs-overview.pdf 

 

 

 

 

Washington Governor plan to 'eliminate' coal (April 2014) 

 

Washington Governor Jay Inslee announced plans to cap and drastically reduce the state's greenhouse gas 

emissions while eliminating the use of coal and expanding cleaner cars and energy efficiency programs. He 

ordered his administration to work with utilities that provide electricity to state residents to reduce, and 

eventually eliminate, the amount of power generated from burning coal. 

The Washington State, with 7 million people, is the 13th most populous of the 50 United States. 

Source: http://www.washingtonpost.com/blogs/govbeat/wp/2014/04/30/washington-governor-wants-state-off-

coal-based-electricity/ 

 

 

http://www2.epa.gov/sites/production/files/2014-05/documents/20140602fs-overview.pdf
http://www.washingtonpost.com/blogs/govbeat/wp/2014/04/30/washington-governor-wants-state-off-coal-based-electricity/
http://www.washingtonpost.com/blogs/govbeat/wp/2014/04/30/washington-governor-wants-state-off-coal-based-electricity/
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Oregon Governor firmly opposes Ambre Energy coal export 
terminal (April 2014) 

 

Governor John Kitzhaber has taken his strongest stand against a proposed coal export terminal proposed at the 

Port of Morrow in Boardman, saying it should be rejected and setting a May 31 deadline for a state decision on the 

project. 

“It is time to once and for all to say no to coal exports from the Pacific Northwest,” Kitzhaber said in an April 19 

speech to the League of Conservation Voters. “It is time to say yes to national and state energy policies that will 

transform our economy and our communities into a future that can sustain the next generation. The future for 

Oregon and the West Coast does not lie in 19th century energy sources.” 

Kitzhaber said Australia-based Ambre Energy had been given two years to show its proposed export facility would 

meet Oregon regulatory standards and hadn’t yet been able to demonstrate that it could. 

Ambre’s project could export 8.8 million tons annually. Trains would unload coal at Boardman and it would then 

move by barge down the Columbia River to Port Westward, near Clatskanie. 

Source: http://www.oregonlive.com/environment/index.ssf/2014/04/oregon_gov_john_kitzhaber_firm.html 

 

 

 

EIA report: Emissions compliance obligation may lead to 
another wave of closure by 2015-2016 (March 2014) 

 

Operators of coal-fired power plants in the U.S. are currently developing strategies to comply with the 

Environmental Protection Agency's (EPA) Mercury and Air Toxics Standards (MATS). The costs of the equipment 

needed to control acid and toxic metal emissions, such as flue gas desulfurization and dry sorbent injection, play a 

significant role in retrofitting and retirement decisions faced by coal plant operators. 

The MATS requires that coal-fired power plants incorporate the Maximum Achievable Control Technologies in 

order to control the emissions of three key pollutants - acid gases, toxic metals and mercury - by April 2015. The 

rule includes a provision that allows state environmental permitting agencies to grant one-year compliance 

exemptions.  

At the end of 2012, 9.5% (29.4 GW) of the U.S. coal generating capacity have announced plans to 

retire and owners of 20.4% (63 GW) are faced with the decision of upgrading or retiring their 

plants; 64.3% complied with the MATS and 5.8% planned to add control equipment. 

Source: U.S. Energy Information Administration, Coal-fired power plant operators consider emissions 

compliance strategies, 28 March 2014, http://www.eia.gov/todayinenergy/detail.cfm?id=15611 

 

 

 

Obama administration requires CCS for new coal plants 
(September 2013) 

 

A standard for new power plants is introduced by the US Environmental Protection Agency (EPA), limiting any 

new coal and smaller natural gas power plants to an emissions standard of 1100 lbs/mWh (approximately 500 

CO2 g/kWh) and any new larger natural gas plants to 1000 lbs/mWh (454 g CO2/kWh). 

These standards effectively mean that no new coal plants would be built in the US without CCS. This regulation 

relies on existing legislation and the Congress does not have to approve for them to take effect. 

Source: http://www2.epa.gov/sites/production/files/2013-09/documents/20130920factsheet.pdf 

http://www.oregonlive.com/environment/index.ssf/2014/04/oregon_gov_john_kitzhaber_firm.html
http://www.eia.gov/todayinenergy/detail.cfm?id=15611
http://www2.epa.gov/sites/production/files/2013-09/documents/20130920factsheet.pdf
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Forthcoming EPA regulation on coal ash disposal will increase 
costs for coal power sector (July 2013) 

 

The U.S. coal-fired power plant fleet produces over 130 million tons of coal ash each year. At many coal plants, 

this ash is buried in on-site landfills or mixed with wastewater and stored in containment ponds as a wet slurry. 

Over 2,000 of these coal ash ponds and landfills are located at power plants around the country. 

Coal ash frequently contains significant concentrations of heavy metals and other toxic chemicals that cause 

cancer, respiratory problems, and neurological damage to humans who inhale windborne ash or ingest ash-

contaminated groundwater.  

Since 2002, multiple holding dams at coal ash ponds have ruptured without warning, resulting in catastrophic ash 

spills. These have included a 2008 rupture at a Tennessee Valley Authority ash pond that covered over 300 acres 

with an estimated billion gallons of toxic coal ash slurry. In addition to posing hazard risks from potential dam 

failures, many of these ponds lack a synthetic bottom lining to prevent toxic contaminants from leaching into 

groundwater or nearby rivers and lakes. 

 

Growing regulatory and litigation risk for utilities 

Several investor-owned electric power producers face growing regulatory and litigation risks related to coal ash 

disposal. Coal ash is not currently regulated on the federal level. But forthcoming EPA regulations will 

likely require power producers to close coal ash ponds that lack a bottom lining. These closure 

costs will range from under $1 million to potentially over $100 million per pond, and in 

combination with ash-handling retrofits that will be required at some power plants, are likely to 

accelerate the closure of smaller coal-fired units. 

Contamination from ponds and landfills has also prompted several environmental groups and more recently a 

major plaintiff firm to file lawsuits on behalf of residents near contamination sites. 

U.S. electric power producers with the most coal ash ponds with significant or high hazard ratings are assessed by 

the Rainforest Action Network’s report: Duke Energy, Tennessee Valley Authority, Southern Company, American 

Electric Power, PPL Corporation and AES Corporation. 

 

Financial implications for investors 

Unlined coal ash ponds and landfills can leach contamination into groundwater for decades, 

leaving investors in publicly traded electric power producers exposed to serious litigation risks. 

To date, electric power producers assessed in the report have disclosed very little information about either their 

coal ash pond and landfill ownership or their plans for managing potential pond and landfill closures in the 

future. If these companies fail to clean up coal ash ponds and landfills, investors will ultimately bear the costs of 

future legal battles and cleanup projects. At the same time, communities impacted by coal ash ponds and landfills 

will continue to needlessly suffer serious health impacts unless investors demand that companies manage coal ash 

responsibly. 

Source: Rainforest Action Network, Dump Now, Pay Later: Coal Ash Disposal Risk for the U.S. Electric Power 

Sector, July 2013 
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Coal market changes 

 

 

Law firm SchulteRoth&Zabel report: ‘Hot topic in coal 
company bankruptcies’ (June 2014) 

 

SchulteRoth&Zabel ("SRZ") is a full service law firm serving the financial services sector, with approximately 375 

attorneys who advise clients on investment management, corporate and transactional matters. Its report finds: 

“Coal-based electricity generation in the United States has dipped from half to about only one-third since 2007, 
and profits from the nation’s coal-fired power plants selling electricity in the open market have 
plummeted from $20 billion in 2008 to $4 billion in 2011.Consequently, plans for more than 150 new 
coal-fired power plants have been canceled since the mid-2000s and many existing plants have closed”. 

The report lists the recent bankruptcies of coal mining companies, that “provides evidence of the rapidly 
deteriorating market for U.S. coal companies”: 

- James River Coal Company (2014 and 2003); 
- Trinity Coal Corporation (2013); 
- America West Resources Inc. (2013); 
- Patriot Coal Corporation (2012); 
- Americas Energy Company (2011); 
- Clearwater Resources LP (2009); 
- Consolidated Energy (2007). 

It adds “While natural gas prices have recently increased, reducing the immediate pressure on coal companies, a 
coal renaissance is unlikely due to new and pending regulations by the Environmental Protection Agency 
requiring reductions in carbon emissions that will increase coal processing costs”. 

The report finds that bankruptcy is complex for coal companies: “Coal companies looking to use bankruptcy as a 
means to achieve a balance sheet restructuring will encounter unique challenges arising from legacy liabilities 
owed to current and former mining employees as well as mine clean-up obligations”. “Coal companies often have 
significant unsecured legacy obligations to their employees and retirees under benefit plans required by federal 
legislation and through collective bargaining agreements”. 

The report concludes: “As the coal mining industry continues to face mounting pressures, 
regulations and competition, we expect additional bankruptcy filings”. 

Source: SchulteRoth&Zabel, Hot topic in coal company bankruptcies, June 2014 

 

 

 

 

Financial Times: U.S. coal export plunge amid global 
oversupply (June 2014) 

 

Coal exports, a lifeline for the besieged US mining sector, are faltering. After hitting a record high in 2012, they 

declined in 2013. Some analysts see further weakness to come. The U.S. and rival exporters such as 

Indonesia, Australia, South Africa and Colombia are struck with a glut. With a bulky commodity that 

costs a lot to ship, the U.S.’s relative distance from Asia puts it at a disadvantage. 

Volumes shuttled through old ports on the U.S. Atlantic coast are running below capacity, thanks to the tepid 

economy and rise of renewable energy in Europe.  

In the past decade outbound U.S. coal shipments almost trebled to an all-time high of 126m 

“short” (imperial) tons in 2012. But last year, exports dipped to 118m tons. Wood Mackenzie, a 

consultancy, estimates fewer than 100m tons of U.S. coal exports in 2014. 

Only a year and a half ago, the U.S. coal industry—faced with a steady decline in domestic coal consumption—

seemed to have found a lifeboat: exports. At that time, plans for six new coal export terminals were underway; 



 WWF  |  Global coal 2013-2014: the market has shifted    73 

together, the terminals were projected to be able to handle more than 151 million tons of coal per year. Coal 

industry executives spoke enthusiastically about the overseas prospects, with Cloud Peak Energy Inc. proclaiming 

in an announcement of its first quarter results in 2012: “International demand for our coal continues to grow, and 

international thermal coal prices remain robust.” But from August 2012 to May 2013, three of the planned 

terminals’ developers—in Grays Harbor, Washington, and Coos Bay and St. Helens, Oregon— backed out of the 

projects. Three others remain, in Longview and Cherry Point, Washington, and Boardman, Oregon, but are all in 

the early stages of complex environmental reviews, where public hearings are giving hundreds of opponents a 

platform for protest. 

“We do think exports will come off,” John Eaves, chief executive of US mining company Arch Coal, told analysts in 

late April. “Today, it is clearly a tough, tough market,” Kevin Crutchfield, chief executive of US coal mining 

company Alpha Natural Resources, told investors on a May conference call. 

Eyeing growing demand in Asia, companies have proposed or are building export terminals on the Gulf of Mexico 

and Pacific coasts. If all were built or expanded, annual coal export capacity has the potential to treble to more 

than 320m short tons, a report by ICF International, a consultancy, says. However, “No one knows for sure 

whether any US port will be approved. Part of it is related to the fact that there is some opposition to the ports. It’s 

difficult to handicap the permitting and siting processes,” says Judah Rose, an ICF managing director. 

Source: Financial Times, Coal: Environmentalists predict ‘last gasp’ for a traditional industry, 8 June 2014, 

http://www.ft.com/intl/cms/s/0/f2b33220-dc27-11e3-8511-00144feabdc0.html#axzz368B6VEUw 

 

 

 

 

U.S. coal companies in economic disarray (April 2014) 

 

Several coal companies in the U.S. are in credit trouble because of falling coal consumption, including:  

- Energy future holdings (electric power): Pre-bankruptcy negotiations ongoing as of March 2014; 

- James river coal (coal mining): Filed for bankruptcy, April 2014; 

- Patriot coal (second biggest US coal miner): Filed for bankruptcy, July 2012; 

- Trinity Coal (Essar Group) (coal mining): Bankruptcy exit plan approved, December 2013. Creditors 

filed involuntary bankruptcy petition, February 2013. Exit plan approved, November 2013. 

2013 was a painful year to lend to several Mountain Top Removal (MTR) coal producers. Banks face the challenge 

to recovering $104 million in outstanding loans from their client Trinity Coal in bankruptcy court. After being 

acquired by the Indian conglomerate Essar Group in 2010 for $600 million, Trinity was hit hard by slumping coal 

markets and failed to make required payments to its suppliers and creditors, prompting over 50 lawsuits against 

the company. 

Trinity isn’t alone among MTR producers facing acute financial distress. In February 2014, James River Coal, 

which reported net losses of $138.9 million in 2012 and was expected to lose $126.8 million in 2013 according to 

Bloomberg estimates, renegotiated its revolving credit line with GE Capital and UBS to give it time to explore 

“strategic alternatives” including a sale of all or part of the company. At the same time, James River forged ahead 

with a legal battle to secure a permit for a new mountaintop removal mine in Kentucky in the face of legal 

challenges over the mine’s potential impacts on human health and the environment. James River later declared 

bankruptcy in April 2014. 

 

http://www.ft.com/intl/cms/s/0/f2b33220-dc27-11e3-8511-00144feabdc0.html#axzz368B6VEUw
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Source: Rainforest Action Network, Extreme investments, extreme consequences, April 2014 

 

 

 

 

Coal firm to pay record penalty and spend millions on water 
cleanup in 5 States (March 2014) 

 

According to the Environmental Protection Agency and the Justice Department, one of the U.S. biggest coal 

companies, Alpha Natural Resources, and 66 of its subsidiaries, will spend $200 million under a consent decree to 

reduce pollution from coal mines in Kentucky, Pennsylvania, Tennessee, Virginia and West Virginia. The company 

will also pay $27.5 million, the largest civil penalty ever for permit violations under the Clean Water Act, in 

connection with more than 6,000 such violations from 2006 to 2013. 

The agreement is the fifth in recent years between the agencies and coal companies, following deals with Massey 

in 2008, Patriot Coal in 2009, and Arch Coal and Consol Energy in 2011. 

In a statement, Alpha Natural Resources noted that water safety in industrial operations had been at the forefront 

of public attention in recent months with a chemical spill in West Virginia and a coal ash spill in North Carolina. 

Source: http://www.nytimes.com/2014/03/06/us/coal-firm-to-pay-record-penalty-and-spend-millions-on-

water-cleanup-in-5-states.html?ref=science 

 

 

http://www.nytimes.com/2014/03/06/us/coal-firm-to-pay-record-penalty-and-spend-millions-on-water-cleanup-in-5-states.html?ref=science
http://www.nytimes.com/2014/03/06/us/coal-firm-to-pay-record-penalty-and-spend-millions-on-water-cleanup-in-5-states.html?ref=science
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EIA annual energy outlook increases again short-term coal 
closure forecast by 50% (February 2014) 

 

Coal retirements are happening much faster than planned, according to new data from the U.S. Energy 

Information Administration (EIA)’s 2014 Annual Energy Outlook reference case. 

EIA forecast is that about 60 gigawatts of coal will retire by 2016 - up from about 40 gigawatts 

planned in 2013, and more than double the 27 GW it forecasted in 2012. 

In 2010, 1.4 GW of coal capacity retired, increasing to 2.5 GW in 2011 and skyrocketing to 10.2 GW 

in 2012 - or 3% of the total coal capacity operating in 2011 according to the EIA. This corresponds to 

138 coal plants closed in 2011-13 and plans to retire another 150 soon, according to the Union of Concerned 

Scientists. 

The impact of retiring coal is sometimes described as potentially catastrophic to electric 

reliability, but so far that has not proved to be the case. In the western region of PJM 19, energy efficiency, 

upgraded transmission and some renewables were largely able to make up the megawatts lost from coal plant 

retirements. In addition the capacity factor of the decommissioned plants was 33-36% only. 

Source: U.S. Energy Information Administration, 2014 Annual Energy Outlook reference case, 

http://www.eia.gov/forecasts/aeo/er/index.cfm 

 

 

Controversial coal mining lease in Wyoming, but no one’s 
buying (August 2013) 

 

The bad prospects for coal internationally continue to depress future mining prospects in the U.S. The Bureau of 

Land Management in Wyoming held a sale for the lease of 148 million tons of coal on public land in the Powder 

River Basin — and received not a single bid, the first time this has ever happened for the BLM in the state. 

Cloud Peak Energy had asked the BLM back in 2006 to open the site of today’s lease to mining, presumably to 

expand on its adjacent Cloud Peak mine. But today, the energy company decided it wouldn’t bid, and no one else 

stepped up. 

In the United States, coal is getting more difficult and costly to mine. Why? First, the easiest-to-reach coal has 

been mined, which means coal companies have to dig deeper and go after thinner seams and smaller deposits. 

And second, transportation costs, mainly the cost of the diesel fuel that runs the trains that carry the coal, are 

rising. It has gotten the point where, in some areas, profit margins have flipped: coal is now selling for less than it 

costs to produce. In other areas, that flip appears to be perilously close. 

 

 

 

 

 

 

 

 

 

 

                                                 
19

 PJM Interconnection LLC (PJM) is a regional transmission operator serving 60 million customers, operating an electric transmission system 
serving all or parts of Delaware, Illinois, Indiana, Kentucky, Maryland, Michigan, New Jersey, North Carolina, Ohio, Pennsylvania, Tennessee, 
Virginia, West Virginia and the District of Columbia. More than 830 companies are members of PJM. 

http://www.eia.gov/forecasts/aeo/er/index.cfm
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Source: U.S. Energy Information Administration, Trends in U.S. Delivered Coal Costs: 2004-2011 

In addition, U.S. coal demand fell by 21% from 2007 to 2012. With scores of existing coal plants scheduled to be 

retired in the coming years, the outlook has continued to dim for the industry. 

As a result, investors have fled the sector, and stock prices for major coal companies such as Peabody and Arch are 

down by 75% from only a few years ago. 

Source: http://grist.org/news/coal-shoulder-blm-sells-controversial-coal-mining-lease-but-no-ones-buying/ 

 

 

 

 

Fitch Rating’s report: increased bankruptcy possibilities in 
U.S. coal sector (February 2013) 

 

Fitch Ratings, one of the ‘Big Three’ credit rating agencies in the world, published the report U.S. Coal 

Bankruptcies: Future, Present, and Past on the U.S. coal sector which identifies several coal mining companies as 

“distressed” and “near distressed” given their bond spreads over U.S. Treasuries; bond prices of two coal 

producers are even trading at “deeply distressed” levels (representing a significant default risk). 

Fitch Ratings also has a negative sector outlook for coal mining companies in 2013 based on numerous negative 

factors. The deep commodity pricing trough and demand destruction could lead to more bankruptcy filings.  

Between 1994 and 2012, there have been 11 mining company defaults among producers with assets of at least $25 

million as of the bankruptcy filing date. The latest company that filed for bankruptcy (Patriot Coal Corp. 2012) 

was more than 11 times the asset size of the next largest defaulted coal company. 

Source: Fitch Ratings, U.S. Coal Bankruptcies: Future, Present, and Past, 5 February 2013. 

 

 

 

 

 

Coal finance changes 

 

 

Rockefeller Fund to divest from fossil fuels (September 2014) 

 

John D. Rockefeller built a vast fortune on oil. The family whose legendary wealth flowed from Standard Oil 

announced that they are abandoning fossil fuels and reinvest in clean energy. 

The Rockefeller Brothers Fund is joining a coalition of philanthropists pledging to rid themselves 

of more than $50bn (£31bn) in fossil fuel assets. Pledges from pension funds, religious groups 

and big universities have reportedly doubled since the start of 2014. 

Rockefeller Brothers Fund director Stephen Heintz said the move to divest from fossil fuels would be in line with 

oil tycoon John D Rockefeller's wishes: "We are quite convinced that if he were alive today, as an astute 

businessman looking out to the future, he would be moving out of fossil fuels and investing in clean, renewable 

energy," Mr Heintz said in a statement. 

Source: BBC, Rockefellers to switch investments to 'clean energy', 23 Setember 2014, 

http://www.bbc.com/news/world-us-canada-29310475 

http://grist.org/news/coal-shoulder-blm-sells-controversial-coal-mining-lease-but-no-ones-buying/
http://www.bbc.com/news/world-us-canada-29310475
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IEEFA report: U.S. coal stocks lost 61% of their value, coal 
divestment recommended (May 2014) 

 

Coal stock prices collapse 

The Institute for Energy Economics and Financial Analysis (IEEFA) published the new report NYC and NYS 

pension funds should divest coal stocks: A shrinking industry, weak upside, and wrong on climate change. The 

report says: 

“In the past three years, a portfolio of U.S. coal stocks, including the nation’s leading companies – 

Peabody Energy, Alpha Natural Resources, Cloud Peak Energy and Arch Coal – has declined by 

61%, at a time when the Russell 3000 Index has increased by 47%. Peabody Energy, the world’s 

largest pure-play private sector coal company, has lost 74% of its value over the last three years.” 

According to one long-time investor in the coal space, coal is now a last-in-class investment20. 

 

“The stock price collapse and lost market share comes as industry profits are down, twenty-six small coal 

producers have gone bankrupt, mine employment levels are on the decline, and Wall Street analysts are 

questioning coal’s future”. The window for investors on thermal coal (coal for electricity plants) is closing, and the 

metallurgical coal markets (coal for steel production) will be insufficiently robust to offset these losses. 

 

No recovery in sight 

“Coal industry leaders are following a plan for recovery that is weak and ineffective: 

- Individual coal companies have embarked on cost-cutting, asset sales and other strategies to confront the 

worldwide drop in coal prices. These efforts are having only marginal impact; 

- Efforts by the coal industry to step up coal exports from the U.S. are floundering on a weakened global 

market as China reduces coal demand and public opposition to air pollution grows. 

The nation’s largest coal producers are deeply in debt and struggling to maintain liquidity. And the worst is yet to 

come. They are in no position to launch a financial comeback as a major global player.” 

 

Coal industry failed to build 182 new plants, and 162 existing plants retired 

The situation doesn’t look better on the demand side. In 2005, the coal industry and federal government launched 

an initiative21 to build 150 new coal plants to replace the nation’s aging fleet of power plants. More plants were 

                                                 
20

 Kurt Oehlberg, Managing Director, FBR, U.S. Coal Investment Strategy, 7 February 2014 
21 National Energy Technology Laboratory (NETL), Tracking New Coal-Fired Power Plants, Coal’s Resurgence in Electric Power Generation, 
May 1, 2007. NETL’s plan would have created 90 GW of electricity 
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proposed that were not part of the plan; in total, 182 proposed new plants, valued at $273 billion, have 

been canceled at various stages of development. 

The inability of coal to compete effectively with alternatives has left utilities and power generators with severely 

declining revenues and significant value losses on existing coal plants. This has led to the retirement of much of 

the aging coal fleet: 162 existing plants are or will be closed soon. New investment in power generation is now 

favoring natural gas and renewables. 

The coal industry supplied 50% of the nation’s electricity as recently as 2003 and for most of the 

1990’s. Coal’s market share dropped to 33% in April 2012 according to the U.S. Energy 

Information Administration22. Recently Black and Veatch projected that coal’s market share in 

the United States power market would drop to 21% by 2038 23. 

 

Financial case for coal divestment 

“Fund managers must be ever alert to companies and industries where financial performance departs significantly 

from overall market performance and where there is no compelling rationale that leads to improved stock 

performance. Pension fund managers should have little trouble finding ways to replace investments for their 

limited holdings in the U.S. coal industry.” 

Divestment of coal holdings represents a vote of no confidence in coal industry leadership. Institutional investors 

require solid returns on their investment. The coal industry has failed to produce in this area. 

“Each pension fund has limited holdings in the coal sector. Selling the stock would actually put the money 

to more profitable use and better protect the beneficiaries of the funds.” 

Source: Institute for Energy Economics and Financial Analysis, NYC and NYS pension funds should divest coal 

stocks: A shrinking industry, weak upside, and wrong on climate change, 8 May 2014 

 

 

 

 

Stanford to divest $18.7 billion endowment from coal 
companies (May 2014) 

 

Stanford University is one of the most prestigious in the world. Stanford President John Hennessy said "The 

university's review has concluded that coal is one of the most carbon-intensive methods of energy generation and 

that other sources can be readily substituted for it”. 

The resolution means that Stanford will not directly invest in approximately 100 publicly traded companies for 

which coal extraction is the primary business, and will divest of any current direct holdings in such companies. 

Stanford also will recommend to its external investment managers, who invest in wide ranges of securities on 

behalf of the university, that they avoid investments in these public companies as well. 

Source: http://news.stanford.edu/news/2014/may/divest-coal-trustees-050714.html 

 

 

 

 

 

 

                                                 
22

 http://www.eia.gov/electricity/monthly/epm_table_grapher.cfm?t=epmt_1_1 
23

 Rob Patrylak and Ann Donnelly, 2014 Energy Market Outlook and Industry Trends: Energy Market Perspective,21 January 2014. (Black and 
Veatch) 

http://news.stanford.edu/news/2014/may/divest-coal-trustees-050714.html
http://www.eia.gov/electricity/monthly/epm_table_grapher.cfm?t=epmt_1_1
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JPMorgan Chase and Well Fargo end support for Mountain 
Top Removal (MTR) coal mining (April 2014) 

 

Mountaintop removal (MTR) coal mining—which involves blasting the tops off mountains to expose coal seams, 

and dumping the resulting waste into streams—is considered as one of thecoal  technologies with the most 

devastating impacts on communities and ecosystems. 

JPMorgan Chase published its updated Environmental and Social Policy Framework in which it mentions: “In 

2013, we reduced our exposure to companies engaged in mountaintop mining. Going forward, we expect this 

decline to continue and exceed any decline in the overall market.” 

Wells Fargo’s Environmental and Social Risk Management statement includes the following with regards to 

MTR finance: “As a result of our deliberate approach and the broader movement of the industry towards other 

mining methods, our involvement with the practice of MTR is limited and declining. Wells Fargo will not extend 

credit to individual MTR mining projects or to a coal producer that receives a majority of its production from MTR 

mining.” 

Sources: http://www.jpmorganchase.com/corporate/Corporate-

Responsibility/document/JPMC_Environmental_and_Social_Policy_Framework_April_2014.pdf 

https://www.wellsfargo.com/downloads/pdf/about/csr/reports/environmental_lending_practices.pdf 

 

 

 

 

Goldman Sachs drops coal terminal investment (January 
2014) 

 

Goldman Sachs Infrastructure Partners sold off its remaining equity investment in Carrix, the parent company of 

Pacific International Terminals and SSA Marine that are behind a colossal coal export terminal proposal near 

Bellingham, Washington: the Gateway Pacific Terminal at Cherry Point. 

The move comes after coal companies and their proponents have dropped three out of six proposed coal export 

terminals in the Pacific Northwest in the last two years. 

Source: http://ran.org/goldman-sachs-sacks-coal-terminal-investment 

 

 

 

 

Wall Street consensus: Coal exports now too risky business left 
to speculators (January 2014) 

 

Goldman Sachs just sold its interest in the Gateway Pacific coal export project to a Mexican billionaire: it’s too 

soon to say what this development will mean for Gateway’s prospects. But when coupled with Ambre’s difficulties 

finding new financing, Goldman Sachs’ move underscores an important new reality: Wall Street now views 

Northwest coal exports as too risky to touch. 

And for good reason: Pacific Rim coal prices have taken a severe beating over the past few years, with prices for 

benchmark Australian coal falling from more than $132/ton in early 2011 to less than $78/ton in September 2013. 

And after clawing back a few dollars late last fall, Pacific Rim coal has been caught in yet another sell-off over the 

past weeks. 

http://www.jpmorganchase.com/corporate/Corporate-Responsibility/document/JPMC_Environmental_and_Social_Policy_Framework_April_2014.pdf
http://www.jpmorganchase.com/corporate/Corporate-Responsibility/document/JPMC_Environmental_and_Social_Policy_Framework_April_2014.pdf
https://www.wellsfargo.com/downloads/pdf/about/csr/reports/environmental_lending_practices.pdf
http://ran.org/goldman-sachs-sacks-coal-terminal-investment
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They had plenty of warning: Wall Street analysts have been issuing increasingly dire assessments of coal export 

prospects for more than a year. 

Wall Street used to view Northwest coal exports as a blue chip investment. But the new view—

backed not just with words but with money—is that they’re now in territory reserved for risk-

hungry financial speculators. 

Source: The Wall Street Consensus: Coal Exports Are Risky Business, 8 January 2014, 

http://daily.sightline.org/2014/01/08/the-wall-street-consensus-coal-exports-are-risky-business/ 

 

 

 

 

 

Renewable market changes 

 

 

Citi research: ‘The age of renewables is beginning’ (May 2014) 

 

Citigroup published the research Evolving Economics of Power and Alternative Energy - The Age of Renewables 

is Beginning – A Levelized Cost of Energy Perspective. It finds that the Levelized Cost of Energy (LCOE) is the 

key metric in comparing power sources and becomes crucial to the new build power generation decision makers, 

increasingly looking for low cost power, fuel diversity, stable cash flows and government compliance. 

Citi compared the LCOE of solar, wind, biomass, thermal, tidal, waste, natural gas, nuclear, and coal, for insight 

and perspective into the future of U.S. energy consumption. Main findings are: 

- Renewable energy is increasingly cost competitive: renewables energy, primarily solar 

and wind, costs continue to decline and are increasingly competitive with natural gas 

peakers and CCGT plants on an LCOE basis. The drivers of the lower costs are lower construction 

costs, higher efficiencies, and favorable financing terms; 

- Natural gas prices have risen and the volatility of natural gas has increased; 

- Coal and nuclear are largely viewed as uncompetitive today on an LCOE basis due to 

regulatory environment and construction costs, despite the rise in gas prices. The recent U.S. 

examples of cleaner coal plants that comply with environmental requirements have an LCOE that is 

materially higher than the Combined Cycle Gas Turbine (CCGT) baseload generators. With US’s nuclear 

fleet aging and facing shutdown decisions due to challenging economics, the fundamental outlook from a 

LCOE perspective is grim; 

- In peak power generation, solar is increasingly attractive vs. gas peakers from an LCOE and fuel diversity 

perspective. In baseload generation, wind, biomass, geothermal, and hydro are becoming more attractive 

vs. CCGT plants. 

 

Solar and wind becoming competitive 

As for solar, costs are coming down. Citi says the base-case LCOE for solar is 13 cents/kWh, the near-term upside 

is 11 cents/kWh and the 2016 upside is 10 cents/kWh. With a lower cost of capital, solar becomes much less 

expensive to finance and develop. In general, the growing financing market for solar has begun to recognize the 

strong cash flow and low risk profile that characterize solar projects. 

“Solar is still early in the growth cycle, and in many countries -- Germany, Spain, Portugal, 

Australia, and the Southwest U.S. -- residential-scale solar has already competed with average 

residential electricity prices”, Citi writes. “In 2013, solar was the second-largest source of new generation 

capacity behind natural gas -- its prospects look bright in 2014 and beyond as costs continue to decline and 

improve the LCOE picture." 

http://daily.sightline.org/2014/01/08/the-wall-street-consensus-coal-exports-are-risky-business/
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As for wind, it continues to reduce costs, but the most interesting development is the reduction in financing costs, 

thanks again to the YieldCo phenomenon. “While LCOE may decline, the outlook for wind is also dependent on 

the wind levels in the areas it will be built and the cost of baseload alternatives. With gas prices forecasted to rise, 

the LCOE of wind is becoming more competitive with CCGT alternatives”, Citi writes. 

 

Coal out of the market 

The Citi research finds that coal is basically priced out of the market. Environmental regulations 

mean that the LCOE for new coal is around 15.6 cents/kWh (while the base-case LCOE for solar is 

13 cents), and the research notes that coal only accounts for 2% of the generation projects under 

development. 

Source: Citigroup, Evolving Economics of Power and Alternative Energy - The Age of Renewables is Beginning – 

A Levelized Cost of Energy Perspective (LCOE), 23 March 2014 

 

 

 

 

SEIA Report: US solar market grew 41% and had record year in 
2013 (March 2014) 

 

According to the Solar Energy Industries Association (SEIA) and GTM Research report Solar Market Insight 

Report 2013 Year in Review, the U.S. solar industry continued its explosive growth had a record-shattering year 

in 2013. The U.S. installed 4,75 GW of solar PV in 2013, up 41% over 2012 and nearly 15 times the amount 

installed in 2008. 

Solar accounted for 29% of all new US electricity generation capacity in 2013, up from 10% in 2012. It even rises to 

100% in the states of Massachusetts and Vermont. This made solar the second-largest source of new generating 

capacity, exceeded only by natural gas. Meanwhile, coal decreased from 16% in 2012 to 10% in 2013. 

"More solar has been installed in the US in the past 18 months than in 30 years," says the US Solar Energy 

Industries Association. The market value of all PV installations completed in 2013 was $13.7 billion. 

There is now a total of 12.1 gigawatts of PV in the U.S. 

A McKinsey study said the weighted average PV system prices in the U.S. across all sectors has 

dropped to a new record low of $2.59 a watt in 2013 from more than $6 a watt in 2010. It expects 

this fall to $2.30 by 2015 and $1.60 by 2020. This will put solar within "striking distance" of coal 

and gas, it said. 



 WWF  |  Global coal 2013-2014: the market has shifted    82 

 

Source: GTM Research/SEIA U.S. Solar Market Insight: 2013 Year-in-Review 

The U.S. National Renewable Energy Laboratory says scientists can now capture 31.1% of the sun's energy with a 

111-V Solar Cell, a new world record but likely soon to be beaten again. 

GTM Research and SEIA forecast another strong year in 2014, with 26% growth in the U.S. solar market. This will 

bring annual installations up to around 6 GW, and the cumulative total close to the 20 GW milestone. 

Source: Solar Energy Industries Association / GTM Research, Solar Market Insight Report 2013 Year in Review, 

March 2014, http://www.seia.org/research-resources/solar-market-insight-report-2013-year-review 

 

 

 

http://www.seia.org/research-resources/solar-market-insight-report-2013-year-review
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In 2012, Germany was the 8th biggest producer and consumer globally, and the 6th biggest importer. UK was the 

7th biggest importer globally. Poland was the 9th biggest producer and consumer globally. 

Taken together, Central European countries (including Germany) were producing almost as much as Australia, 

the fifth biggest producer globally. 

 

 

Policy changes 

 

 

Bloomberg NEF: Waves of coal capacity closure in 2015 and 
2016 with LCPD and IED pollution controls entering into force 

 

Bloomberg New Energy Finance published a research note about the entry into force of two EU directives that will 

significantly affect the coal power market. There was 171 GW of coal capacity in the EU in 2013. Of this it is 

expected that 20GW will close between now and the end of 2015 as a result of the modest pollution controls 

introduced under the Large Combustion Plants Directive (LCPD). 

That Directive is followed from the start of 2016 by the more rigorous Industrial Emissions Directive (IED). 

Utilities are now faced with a choice: 

- invest to comply with the requirements of the IED directive; 

- schedule their plants for closure before 2023 (running at 25% capacity in the intervening period); 

- the last option called a ‘transitional national plan’ allows utilities to put the decision back four years till 

2020 but they must still be reducing emissions on a linear trend in the meantime. 

According to Bloomberg New Energy Finance, 60% of existing coal capacity in the EU is not 

compliant with the IED, as the graph below shows. 

 

A currently unknown proportion of the non-compliant capacity won’t be economic to retrofit to the IED standard. 

This will depend on utility assumptions about whether they will get a return on the reinvestment. In all cases, the 

entry into force of the IED standards mean that beyond the 20GW to close between now and the 

end of 2015 and due to the LCPD, there will be a further wave of coal capacity closure. 

Source: Bloomberg New Energy Finance, European Power – Research Note: Industrial Emissions Directive, 

game over for coal?, 18 October 2013 
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Coal market changes 

 

 

UK: coal-fired generation in 2Q fell 23% year on year 
(September 2014) 

 

According to electricity statistics of the latest edition of 'Energy trends'.published by the UK Government, shares 

of generation for fossil fuels in the second quarter of 2014 compared to a year earlier saw gas have a larger share 

than coal for the first time in three years. Coal’s share decreased from 34.5% to 28.2%, while gas’ share 

of generation increased from 28.7%in the second quarter of 2013 to 30.2%. 

Coal fired generation fell by 23 per cent from 29.0 TWh in 2013 Q2 to 22.2 TWh in 2014 Q2. 

Renewables’ share of electricity generation was 16.8% in 2014 Q2, up 0.9 percentage points on the share in 2013 

Q2. Solar generation increased by 67% due to increased capacity. 

Source: 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/357504/5_Electricity.pdf 

 

 

 

 

UBS report: Soon Europe might not need any new power 
plants (August 2014) 

 

Within a few decades, large-scale, centralized electricity generation from fossil fuels could be a thing of the past in 

Europe. That’s the word from investment bank UBS, which released a report anticipating a three pronged assault 

from solar power, battery technology, and electric vehicles that will render obsolete traditional power generation 

by large utilities that rely on coal or natural gas. 

That would mean that after 2020, the economic incentives will align to encourage the average European 

household to stop relying on the traditional utility model for their electricity needs. “Not all [power plants] will 

have disappeared by 2025,” the report finds, “but we would be bold enough to say that most of those plants 

retiring in the future will not be replaced.” 

The way this would work on the household level is that the electric car could charge at night, solar would provide 

electricity during the day, and excess solar generation stored up in the battery could be discharged in the evenings 

to cover most of a household’s remaining power needs. Power supplied by the grid likely wouldn’t go away 

completely, but would be relegated to plugging some small remaining holes, primarily in the early morning. And 

smarter grid systems for homes will allow energy demand to be met with supply much more efficiently. 

Sources: 

https://neo.ubs.com/shared/d1V0tO4LmKMZuB3 

http://thinkprogress.org/climate/2014/08/24/3474972/ubs-europe-solar-batteries-evs/ 

 

 

 

 

 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/357504/5_Electricity.pdf
https://neo.ubs.com/shared/d1V0tO4LmKMZuB3
http://thinkprogress.org/climate/2014/08/24/3474972/ubs-europe-solar-batteries-evs/
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The Economist: EU coal consumption hit a 18 year record low 
in 2013 (July 2014) 

 

In 2011 and 2012, European coal consumption grew, driven by demand from the power sector. But in 2013, the 
coal comeback was over: EU coal consumption dropped by an estimated 5%; the pattern was evident across all 
major European coal markets except Poland. 

 

Two countries that saw a marked drop in coal-fired power generation, the UK and Spain, also witnessed steady 
rises in renewable energy generation in 2013, of 34% and 12% respectively. 

In Germany, higher generation from renewables and coal since 2011 has displaced gas and nuclear power. But this 
year coal-fired power generation has faltered  as well while renewable generation continues to grow. In the first 
half of 2014, electricity production in Germany from lignite fell by 4%, and from hard coal by 11%. In the longer 
term, the cost of generating renewable power will decline further, moreover, eroding coal's cost advantage. 

On top of this, since the start of last year EU air-quality regulations have been forcing older coal plants to shut 
down. In the UK alone, around 6 GW of coal-fired power capacity will have shut down under the Large Plants 
Combustion Directive (LCPD) by 2015. 

From 2016 the Industrial Emissions Directive (IED) will build on the LPCD, resulting in even more stringent 
emissions-limits. Older thermal plants will have to meet tighter environmental standards by 2023. According to a 
gas trade group, Cedigaz, across Europe around 65-70 GW of coal-fired capacity will be retired by 2023 as a result 
of the LPCD and IED emissions caps. 

Source: http://www.eiu.com/industry/article/741997658/coals-last-gasp-in-europe/2014-07-09 

 

 

 

Heinrich Böll Foundation report: No coal come back in 
Germany (June 2014) 

 

The Heinrich Böll Foundation released the report The German Coal Conundrum: The status of coal power in 

Germany’s energy transition. The report says: 

“Over the last two years, media both in Germany and abroad have spoken of a possible “coal comeback” in 

Germany. (…) This paper finds that the concern is based largely on a temporary uptick in coal power in 2012/13 

(due to a cold winter and greater power exports) and on a round of new coal plants currently going online.” 

“An in-depth look reveals that coal is not making a comeback in Germany. The current addition of new coal 

projects in Germany is a one-off phenomenon. Recent projects started in 2005-2007 as part of an overall trend in 

Europe caused by low carbon prices and upcoming stricter pollution standards for coal plants”. 

“New coal plants in Germany are unrelated to the nuclear phase-out of 2011 after the Fukushima accident. 

Instead, renewables have more than offset the nuclear plants shut down.” 

http://www.eiu.com/industry/article/741997658/coals-last-gasp-in-europe/2014-07-09
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“The crunch is on hard coal. Conventional power plants serve a shrinking “residual load” – a crucial term in 

understanding the German power sector, as explained below – after the power demand covered by renewables. 

Less power will thus come from coal plants regardless of how many are built. Newly added capacity faces fewer 

operating hours. Given the surplus in power generation capacity, utilities are stopping new coal projects whenever 

they can.” Lignite is in a safer position during the nuclear phase-out unless policies are changed. 

 

Electricity generation in Germany, demand and exports over the last decade 

 

 

Scenarios for photovoltaics (PV) growth in comparison with actual PV growth 

 

Source: BMUB, Eurosolar, BEE 

Despite many studies were published on the German power system between 2002 and 2008, few of the analysts 

saw the boom in solar coming even while it was clearly happening (see figure below). There were already 

many indications that new power plants would result in surplus capacity. Utilities could only have 

seen a need for new conventional projects if they doubted the estimates for renewables. Top politicians were 

equally wrong: in 2009, then-Environmental Minister Sigmar Gabriel stated “We will need 8 to 12 new coal plants 

if we want to phase out nuclear” (Strom-Magazin 2009). 

The boom of renewable energy has increasingly reduced the need for residual load: 

- In 2002, an Enquete Commission “Sustainable Energy” concluded that 40-60 GW will need to be added 

by 2025 “unless power demand drops significantly”; 

- In 2009, the German Renewable Energy Federation BEE concluded: “New conventional power plants 

will only be needed if additional power plants still in operation are retired ahead of schedule. Otherwise, 

there will be excess capacity, leading to power exports”; 

- Today, however, there is widespread agreement that renewables will not only replace 

nuclear power, but also cut into baseload and further reduce the previously estimated 

demand for new capacity: 
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o Analysts at Prognos/EWI/GWS adjusted their expectations for new conventional power plants 

from 14.8 GW in the previous edition to 11.5 GW “despite the nuclear phaseout” (Prognos 2011); 

o In April, 2013, UK market researchers at Pöyry concluded for Germany: “No further coal or 

lignite plant investment in this decade” (Pöyry 2013); 

o In October 2013, analysts at Citibank wrote that Germany’s dependency on coal and the need to 

build new capacity had fallen. 

Source: Heinrich Böll Foundation, The German Coal Conundrum: The status of coal power in Germany’s energy 

transition, June 2014 

 

 

 

 

German coal-fired generation at its lowest level since 2011 
(April 2014) 

 

According to Fraunhofer Ise, rising renewable power output and falling demand for electricity weighed on 

German thermal power generation in the first quarter of this year, with hard coal-fired production falling to its 

lowest level since 2011. 

Hard coal-fired generation fell by 18% year on year to 26.9 TWh in January-March, falling from 

32.5 TWh in the first quarter last year and largely on par with the 26.2 TWh produced in the first 

quarter of 2011.  

The capacity utilisation of hard coal-fired plants fell to 58.6% in the first quarter of this year, from 

71.3% in 2013 and over 63% in 2012 and 2011. 

Thermal power generation came under pressure from rising renewable power production. Wind power generation 

rose by 31.5% year on year to 17.1 TWh in the first quarter, while solar power generation rose by 72.7% to 5.7 TWh. 

German power exports fell to 13.4TWh in the first quarter of this year, from 20.7TWh in the same period in 2013. 

Source: http://www.argusmedia.com/News/Article?id=897282 

 

 

 

 

Spain: no more Mountaintop Removal Coal Mining in Laciana 
Valley (February 2014) 

 

In February 2014, the regional government of Castilla y León cancelled the plan for Mountaintop Removal Coal 

Mining (MTR) in Laciana Valley (León). Surface mining in Spain began in the 1970s, but it was not until 1985 that 

MTR, much less labour-intensive and more profitable, started replacing underground mining on Laciana’s private 

land. 

Since 1990, coal production has shrunk by 67% in Spain. 

In addition, new suspicion of coal fraud is increasing. Victorino Alonso, the owner of Laciana’s MTR company, 

Coto Minero del Cantábrico, and the main Spanish coal entrepreneur was declared guilty of fraud in 2010. On the 

10th of February 2014 all Spanish coal companies have been brought to Court with an accusation of fraud related 

to Coal Aid for the period 2007-2012 by the Juzgado de Instrucción n°5 de Ponferrada (León)24. 

Source: El Pais, http://elpais.com/diario/2010/03/22/%20economia/1269212410_850215.html 

                                                 
24 Europapress, http://www.europapress.es/castilla-y-leon/noticia-juzgado-imputa-seis-empresas-doce-empresarios-mineros-leoneses-
fraude-subvenciones-carbon-20140210124753.html 

http://www.argusmedia.com/News/Article?id=897282
http://elpais.com/diario/2010/03/22/%20economia/1269212410_850215.html
http://www.europapress.es/castilla-y-leon/noticia-juzgado-imputa-seis-empresas-doce-empresarios-mineros-leoneses-fraude-subvenciones-carbon-20140210124753.html
http://www.europapress.es/castilla-y-leon/noticia-juzgado-imputa-seis-empresas-doce-empresarios-mineros-leoneses-fraude-subvenciones-carbon-20140210124753.html
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Citi research: market for utilities shrinks dramatically due to 
renewables and energy efficiency (October 2013) 

 

According to the Citi research Energy Darwinism - The evolution of the energy industry, “Developed market 

utilities are seeing their addressable market shrink dramatically due to substitution and energy 

efficiency, thereby limiting growth. Utilisation rates of existing plant are also falling, impacting 

returns.” 

 

 

Source: Citi, Energy Darwinism - The evolution of the energy industry, October 2013 
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Out of 112 coal plant projects in 2008-09 in Europe, 3 have 
broken ground end 2012 (July 2013) 

 

In early 2008, 20 coal plants were under construction. But they were in fact the vanguard of a huge wave of 112 

coal plant proposals announced by 2008-09 in the EU. However, end 2012 only three of these 112 projects have 

broken ground: one in Poland and one in Slovenia, with a boiler refurbishment in the Czech Republic. 

75 of these 112 projects (67%) have been definitely cancelled. The status of the others is shown in the table below. 

Early 2008  End 2012  

20 plants under construction  14 built  

 5 in the courts  

 1 became gas (IGCC)  

112 announced  75 abandoned  

 20 still ‘planning’ but not at investment decisions  

 14 still just announced  

 3 nominally reached construction stage  

Source: European Climate Foundation coal plant projects database 

Source: European Climate Foundation, Recent developments in EU coal use – is there a coal renaissance?, July 

2013 

 

 

 

 

Pöyry research: new coal plants in Germany, the Netherlands 
and Spain very unlikely (May 2013) 

 

Pöyry produced the research Outlook for new coal-fired power stations in Germany, the Netherlands and Spain. 

It analyses the prospects of new coal plants in Germany, Netehrlands and Spain. 

“Germany is the largest electricity market, with peak demand over 85 GW. (…) Recent years have seen 

considerable growth in renewable generation; its dispatch priority is increasingly displacing fossil-fuel generation 

and placing pressure on coal and lignite plants to redefine their role within the system.” 

“In addition to 2.7GW of lignite capacity that became operational in 2012, a further 8GW of new coal capacity is 

currently under construction and expected to commission by 2015. This apparent surge in coal and lignite is not a 

recent development, and needs to be understood as being due to highly unusual historical reasons: 

- favourable market environment in 2007-2008; 

- temporary presumption of free carbon allowances for new build plants in Phase III of the EU ETS; 

- inability or reluctance of developers to cancel projects when the circumstances changed and when 

technical problems delayed their build.” 

“Steeply rising capital costs, fierce local and environmental opposition, the priority dispatch for renewables, the 

economic downturn, falling demand, low wholesale electricity prices and the expectation of high carbon prices in 

the future make the short- and long-term investment cases for new thermal plants in Germany unattractive. While 

there are reportedly 2.7GW of coal or lignite projects in development stage, most of them have not advanced for 
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some years, suggesting likely cancellation. Since 2007, four coal and lignite projects have been 

postponed and a further 22 abandoned as a result of a combination of the reasons stated above.” 

“It is our opinion, that there will be no major new unabated coal or lignite projects in Germany for the foreseeable 

future beyond those currently under construction. Our view appears to be endorsed by the German companies: 

three majors have very publicly announced that they have no intention of building additional coal-fired power 

stations in Germany until at least the end of the decade.” 

“The Netherlands has many parallels to Germany in that legacy circumstances are responsible for 

a wave of new coal-fired power stations, but that these conditions are highly unlikely to be 

repeated.” 

“In Spain coal plant has prevailed in part because of subsidies for indigenous coal production, but the main 

investment in the sector has been in renewables, and while the difficult economic conditions do not encourage any 

new build of coal plant, there are no immediate reasons for closure of the existing fleet either.” 

“We conclude that further new projects to build coal-fired generation in Germany, the 

Netherlands, and Spain are all very unlikely.” 

Source: Pöyry report to DECC, Outlook for new coal-fired power stations in Germany, the Netherlands and 

Spain, 7 May 2013, 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/194335/Poyry_Report_-

_Coal_fired_power_generation_in_Germany.pdf 

 

 

 

 

 

Coal finance 

 

 

$121 bn fund Storebrand divests from 29 coal and oil sands 
companies (January 2014) 

 

In June 2013, the major Norwegian pension fund and life insurance firm Storebrand, worth more than $121 

billion, divested from 19 fossil fuel companies to ensure “long-term stable returns for our clients” – as these 

stocks, it says, will be “worthless financially” in the future. 

In total, it pulled out of 13 coal extractors and 6 firms that are heavily exposed to oil sands – arguably the most 

energy intensive form of fossil fuel. 

In January 2014, Storebrand excluded another 10 coal companies – utilities with the largest share of coal in 

electricity production. 10% of the utility of the sector will now be excluded. An exception has been made for those 

companies that have an above average share of power generation from renewable sources (above 4%), as this is 

one method to increase the relative share of renewables in Storebrand portfolios.  

Exclusions are valid for all of Storebrands portfolios. 

Source: Storebrand, http://www.storebrand.no/site/stb.nsf/Pages/newsdesk.html#/news/storebrand-reduces-

carbon-exposure-in-investments-19-companies-excluded-62954 

 

 

 

 

 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/194335/Poyry_Report_-_Coal_fired_power_generation_in_Germany.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/194335/Poyry_Report_-_Coal_fired_power_generation_in_Germany.pdf
http://www.storebrand.no/site/stb.nsf/Pages/newsdesk.html#/news/storebrand-reduces-carbon-exposure-in-investments-19-companies-excluded-62954
http://www.storebrand.no/site/stb.nsf/Pages/newsdesk.html#/news/storebrand-reduces-carbon-exposure-in-investments-19-companies-excluded-62954
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$38 bn fund AP4 backs away from carbon intensive assets 
(October 2013) 

 

The fourth biggest Swedish state-backed pension fund, AP4, worth $38 billion, has announced plans to reduce its 

holdings in carbon intensive assets and build a framework for more investment in clean energy, particularly in 

emerging markets. 

Chief Executive Mats Andersson explained the decision to invest in an emerging markets fund – which will consist 

of companies that have both low-carbon emissions and low fossil-fuel reserves – is down to the weight of 

evidence that suggests “companies with a high carbon footprint will perform worse” over the next 

10 years. This development demonstrates again the financial industry’s growing recognition of the need for fossil 

fuel divestment and clean energy investment. 

Source: http://treealerts.org/type/2013/10/major-funds-back-away-from-dirty-assets-as-un-chief-urges-clean-

investment/ 

 

 

$249 bn fund SWIP dropped investments in coal pure players 
(August 2013) 

 

Scottish Widows Investment Partnership (SWIP) is an asset management company based in Edinburgh, Scotland. 

It is one of Europe's largest asset management companies, with £146 billion ($249 billion) of funds under 

management as at 31 December 2013. These funds are invested across all major asset classes – including 

worldwide equities, property, bonds, multi-asset, multi-manager and cash. 

Interviewed by The Responsible Investor, Craig Mackenzie, Head of Sustainability at the Scottish Widows 

Investment Partnership (SWIP), said: 

“SWIP (Scottish Widows Investment Partnership), like many investors, has already reduced its 

active exposure to pure play coal miners to zero in both equity and fixed income.” 

Source: Responsible Investor, Craig Mackenzie, Head of Sustainability at the Scottish Widows Investment 

Partnership (SWIP), 30 August 2013, http://www.responsible-investor.com/home/article/c_mac_sa/P0/ 

 

 

 

Coal impacts 

 

HEAL report: coal pollution costs Europe up to 18,200 
premature deaths and €42.8 billion each year (March 2013) 

 

The report The Unpaid Health Bill - How coal power plants make us sick published by the Health and 

Environment Alliance (HEAL) provides an overview of the scientific evidence of how air pollution impacts health 

and how emissions from coal power plants are implicated in this. It presents the first-ever health-related cost 

calculation of coal plant emissions of particulates, sulphur dioxide, nitrogen oxides, and the secondary fine 

particulates formed when these last two interact in the atmosphere. 

Across the EU, it finds that coal combustion is annually responsible for 18,200 premature deaths, 

8,500 new cases of chronic bronchitis and over 4 million lost working days – for a total cost of up 

to €42.8 billion a year in the EU. 

Coal combustion is also associated with other chronic respiratory conditions include emphysema, chronic 

obstructive pulmonary disease, and asthma. 

http://treealerts.org/type/2013/10/major-funds-back-away-from-dirty-assets-as-un-chief-urges-clean-investment/
http://treealerts.org/type/2013/10/major-funds-back-away-from-dirty-assets-as-un-chief-urges-clean-investment/
http://www.responsible-investor.com/home/article/c_mac_sa/P0/
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For Poland alone, coal burning in power plants in Poland results in health costs €3 to €8.2 billion every year, 

according to the study. 

The report presents also testimonies from leading health advocates, medical experts and policy makers on why 

they are concerned about coal. 

Source : http://www.env-health.org/news/latest-news/article/the-unpaid-health-bill-how-coal 

 

 

 

 

 

Renewable market changes 

 

 

Bloomberg NEF report: Renewables will produce 60% of 
European power in 2030 (July 2014) 

 

According to a major report from research company Bloomberg New Energy Finance, the next decade and a half 

will see renewable energy raise its share of European electricity generation capacity from 40% in 2012 to 60% in 

2030, while the share of fossil-fuel sources such as coal and gas falls from 48% to 27%. 

Based on modelling of electricity market supply and demand, technology cost evolution and policy development in 

individual countries and regions, the 2030 Market Outlook forecasts that 557GW of new renewable power 

capacity will come online in Europe by 2030. 

In the same period, coal-fired capacity will shrink from 195GW to 125GW (- 36%), as emission 

regulations bite and the cost-of-generation comparison shifts in favour of renewables, while gas-fired capacity 

increases modestly from 257GW to 280GW (+9%). 

Seb Henbest, head of Europe, Middle East and Africa for Bloomberg New Energy Finance, said: “Our research 

shows that further improvements in the economics of solar and wind will mean they are increasingly installed 

without subsidy in the years ahead. We expect Europe to invest nearly $1 trillion to increase its 

renewables capacity by 2030, with rooftop PV accounting for $339bn and onshore wind $250bn”. 

“Our model suggests that power demand in Europe will increase by only 9% between 2014 and 2030, as energy 

efficiency improvements take effect. 

The only major renewable power technology to remain subsidised in the 2020s will be offshore 

wind. The report forecasts that Europe will add 64GW of offshore wind capacity between now and 2030, 

involving investment of $296bn. 

Source: Bloomberg New Energy Finance, 2030 Market Outlook - Bloomberg New Energy Finance long term 

view of the power sector 2030, 01 July 2014, http://about.bnef.com/press-releases/european-renewable-energy-

investment-set-surge-2030-back-nearly-1-trillion-investment/ 

 

 

http://www.env-health.org/news/latest-news/article/the-unpaid-health-bill-how-coal
http://about.bnef.com/press-releases/european-renewable-energy-investment-set-surge-2030-back-nearly-1-trillion-investment/
http://about.bnef.com/press-releases/european-renewable-energy-investment-set-surge-2030-back-nearly-1-trillion-investment/
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Germany hits 74% renewable peak, grid does not explode (July 
2014) 

 

Renewable energy accounted for about 31% of Germany’s electricity mix in the first half of 2014 

due to abundant sunshine and wind, according to a new report released by the Fraunhofer Institut. 

According to the report, the part of electricity from solar energy grew by 28 % in the first half of 2014 compared to 

the first half of 2013, and that of wind power rose by 19 % over the same period. 

This is for the first time ever when green energy sources accounted for a greater share of 

electricity production than brown coal. 

Consequently, Germany has attained a number of renewable energy records, most notably in May, thanks to an 

especially sunny and windy day, renewable energy accounted for a massive 74% of national demand during the 

middle of the day. The electrical grid remained intact.  

Moreover, in June, Germany hit another solar power record on sluggish demand on a holiday, generating 50% of 

its total electricity demand from solar for a part of the day. Under the Germany’s official Energiewende (energy 

transition policy), the country set a target of 80% renewable energy generation by 2050, and is on the way to 

achieve a target of 45% by 2025. 

Source: http://www.energymarketprice.com/SitePage.asp?act=NewsDetails&newsId=15186&trydf 

 

 

 

 

Germany: eight times more jobs in renewables than in coal 
(April 2014) 

 

A new Greenpeace briefing showed that the ‘Energiewende’ (energy transition towards renewable energy) enjoys 

strong and widespread social and political support, and has multiple economic benefits including job creation, 

stimulation of local economies and energy self-sufficiency. 

The renewable energy industry employs eight times as many people as the coal industry in Germany. Jobs in 

renewable energy more than doubled over the past 10 years while coal jobs have plummeted by 80% since 1990. 

Nearly 380.000 jobs were created in 2012 by renewable energy in Germany. 

 

Source: BMU 2012: Gross employment from renewable energy in Germany in 2011.  

http://www.energymarketprice.com/SitePage.asp?act=NewsDetails&newsId=15186&trydf
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The direct value added by renewable energies in Germany in 2012 ads up to €16.9 billion with a 

municipal value added of around €11.1 billion. Therefore 66% of the total value added in the Federal Republic 

benefit local communities. Photovoltaics makes up for 53% of that amount, followed by wind energy with about 

30%. 

Source: Greenpeace, Energiewende: The Energy Transformation in Germany, Background briefing for the IPCC 

WG3 report in Berlin, 7-11 April 2014, 

http://www.greenpeace.org/international/Global/international/briefings/climate/2014/IPCC-WGIII-

Energiewende.pdf 

 

 

 

 

EWEA: 72% of new EU power capacity from renewables in 
2013, net closure of 6 GW of coal power (February 2014) 

 

European Wind Energy Association (EWEA)’s report Wind in Power - 2013 European statistics shows that in 

2013 renewables made 72% of new power capacity in Europe, with wind alone representing 32% and solar alone 

31%. 

While there has been much discussion in Europe about a resurgence in coal fired generation, the 1.9 GW of new 

coal capacity in 2013 was dwarfed by the 7.7 GW decommissioned coal capacity, leading to a net closure of 5.8GW 

of coal in 2013. Coal represented 5% of newly installed capacity in the EU in 2013. 

Gas represented the remaining 22%. No nuclear capacity was added in 2013. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

http://www.greenpeace.org/international/Global/international/briefings/climate/2014/IPCC-WGIII-Energiewende.pdf
http://www.greenpeace.org/international/Global/international/briefings/climate/2014/IPCC-WGIII-Energiewende.pdf
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In the period 2000-2013, the EU saw a net closure of 19 GW of coal (or 11% of the 2013 EU coal 

fleet of 171 GW): 

 

 

 

 

 

 

 

 

 

 

 

 

Source: European Wind Energy Association, Wind in Power - 2013 European statistics, February 2014, 

http://www.ewea.org/fileadmin/files/library/publications/statistics/EWEA_Annual_Statistics_2013.pdf 

 

 

 

Fraunhofer Institute report: wind and solar will claim cost 
leadership in Europe (November 2013) 

 

Germany’s Fraunhofer Institute for Solar Energy Systems published the study Levelised cost of electricity - 

renewable energy technology. It suggests that wind and solar plants are already competing 

economically with fossil fuel in Europe: 

- On shore wind in Germany is already between €0.05 and €0.11 per kilowatt-hour; 

- Rooftop solar is already as cheap as €0.08 per kilowatt-hour in southern Germany and €0.14 kilowatt-

hour in northern Germany where there is little sun; 

- Estimates for lignite presently extends up to €0.053 per kilowatt-hour, for hard coal up to €0.08 per 

kilowatt-hour, and for gas (combined cycle power plants) up to €0.098 per kilowatt-hour – but fuel costs 

for fossil fuel plants are likely to rise. 

 

 

 

 

 

 

 

 

 

 

 

 

http://www.ewea.org/fileadmin/files/library/publications/statistics/EWEA_Annual_Statistics_2013.pdf
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Legend: levelised Cost of Energy (LCOE) of renewable energy technologies and conventional power plants at locations in 

Germany in 2013. The value under the technology refers in the case of PV to the insolation global horizontal irradiation (GHI) in 

kWh/(m²a), for the other technologies it refers to the number of full load hours (FLH) for the power plant per year. Specific 

investments are taken into account with a minimum and maximum value for each technology. 

 

By 2030, the study says, the LCOE of PV power plants will sink to the range of 0.055 to 0.094 

Euro/kWh so that even small rooftop PV systems will be able to compete with onshore wind 

power and the increased LCOE from brown coal (0.06 to 0.08 Euro/kWh), hard coal (0.08 to 0.11 

Euro/kWh) and gas power plants (0.09 to 0.12 Euro/kWh) (see figure next page). 

The implications of this are huge. Having households that are able to produce electricity at the same cost of coal -- 

not including the network, distribution, and retail costs that are added to centralized generation -- is likely to 

dramatically change the business metrics of the utilities industry. 

The availability of wind and sunshine is not the only variable in the costs of energy. Financing costs and risk 

premiums for new power plants can also affect the results substantially. “Only by including these factors in our 

study are we able to realistically compare the levelized cost of electricity from the different technologies and thus 

convincingly present the cost-competitiveness of renewables", Fraunhofer ISE Director Eicke Weber said in the 

report. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Fraunhofer Institute for Solar Energy Systems, Levelised cost of electricity - renewable energy 

technology, November 2013, http://www.ise.fraunhofer.de/en/publications/veroeffentlichungen-pdf-dateien-

en/studien-und-konzeptpapiere/study-levelized-cost-of-electricity-renewable-energies.pdf 

 

 

 

 

http://www.ise.fraunhofer.de/en/publications/veroeffentlichungen-pdf-dateien-en/studien-und-konzeptpapiere/study-levelized-cost-of-electricity-renewable-energies.pdf
http://www.ise.fraunhofer.de/en/publications/veroeffentlichungen-pdf-dateien-en/studien-und-konzeptpapiere/study-levelized-cost-of-electricity-renewable-energies.pdf
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In 2012, Columbia was the fifth biggest exporter globally. 

 

 

Colombia blocks second-biggest coal miner loading coal 
(January 2014) 

 

The Colombian government has toughened its stance over US coal miner Drummond, by halting loading of coal at 

its port until the company can comply with new environmental rules. The move would hit royalty revenues for 

Columbia, the world’s fourth-largest supplier. The company produces about a third of the country’s coal. 

On Thursday, Colombian National Resources, a miner owned by Goldman Sachs, told Reuters it had stopped coal 

exports because it cannot yet comply with the new environmental rules for port operations, Reuters reports. 

Colombia, which exports almost 70% of its coal to Europe, has been working on tightening environmental 

regulations and last year fined Alabama-Drummond, the country’s second-biggest coal miner, for dumping 

mineral into the sea while rescuing a sinking barge. Drummond, which has typically been exporting about 80,000 

tons of thermal coal a day, will not be ready to comply with the new rules until March. 

Colombia’s coal sector experienced a turbulent 2013, with long strikes at both Cerrejón and Drummond, as well as 

supply disruptions including bombing of rail lines by leftwing rebels. 

Source: Financial Times, Colombia blocks Drummond loading coal, 9 January 2014, 

http://www.ft.com/intl/cms/s/0/b94f0978-78d1-11e3-831c-00144feabdc0.html#axzz368B6VEUw 

 

 

 

 

Financial Times: Strikes, protests and kidnaps - tough times 
for Colombian mining (26 July 2013) 

 

It has been quite a fortnight for Colombian mining. Small-scale, informal miners staged demonstrations 

demanding provisions be made for them in the country’s mining code. In addition, miners at the Colombian 

operations of US coal miner Drummond went on indefinite strike. 

To crown it, Canada’s Braeval Mining, a gold miner, said it was pulling the plug on an option to acquire a mining 

area citing “unfavorable market conditions”, after one of its geologists was kidnapped by the country’s second 

largest rebel group early this year. 

Source: Financial Times, Strikes, protests and kidnaps: tough times for Colombian mining, 26 July 2013, 

http://blogs.ft.com/beyond-brics/2013/07/26/strikes-protests-and-kidnaps-tough-times-for-colombian-mining/ 

 

http://www.ft.com/intl/cms/s/0/b94f0978-78d1-11e3-831c-00144feabdc0.html#axzz368B6VEUw
http://blogs.ft.com/beyond-brics/2013/07/26/strikes-protests-and-kidnaps-tough-times-for-colombian-mining/
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In 2020, South Africa was the sixth biggest consumer and exporter, and the seventh producer globally. 

 

 

Eskom's own report: coal could kill more than 600 people per 
year (June 2014) 

 

Air pollution caused by Eskom’s coal power stations in two provinces is killing at least 20 people a 

year and could jump to 617, with 25 000 people hospitalised, once all its stations are up and 

running (including the giant Medupi and Kusile power stations in Mpumalanga and Limpopo). 

This disclosure was contained in Eskom-commissioned reports. The state-owned enterprise had never released 

information linking its coal stations to severe health problems. But the latest disclosures are contained in reports 

from 2006 that Eskom was forced to release after non-governmental organisation Centre for Environmental 

Rights filed a Promotion of Access to Information Act application. 

Communities previously had no information on which to base demands for improved air quality or healthcare, or 

to go to the courts for compensation. No research on this scale has been done subsequently. 

When its new fleet is completed, Eskom will overtake household fuel burning as the biggest source of deaths 

caused by air pollution, the report stated. 

Source: Mail Guardian, 20 June 2014, http://mg.co.za/article/2014-06-19-power-stations-are-deadly-internal-

report-reveals 

 

 

 

 

Solar and wind expected to be cheaper than Eskom’s mega-coal 
plants Medupi and Kusile (March 2014) 

 

Specialist fund manager Mergence Investment Managers said total investment in wind and solar renewable 

energy plants was R82 billion ($ 7,7 billion) in 2013, with the banking sector, insurance companies, pension funds 

and international investors as major funders. Evidence is emerging that asset managers are willing to allocate 

more money to support the government-driven renewable energy independent power producer procurement 

programme, which has now been through three rounds of bidding. 

Expected solar and wind energy costs are now expected to be lower than what Eskom will charge 

on its Medupi and Kusile projects. 

The latest round of the bidding programme has culminated in an average wind energy tariff of 

R0.65/kilowatt hour (kWh) and an average solar energy tariff of R0.80/kWh. Though this 

compares well with Eskom’s current average electricity generation cost of R0.64/kWh, Eskom 

tariffs are expected to increase more than inflation with the new generation capacity from the 

Medupi and Kusile power plants, each with an average expected generation cost of about 

R0.97/kW h, said Mergence. 

Source: Business Day Live, Eskom in an unenviable bind, says coal expert, 7 March 2014, 

http://www.bdlive.co.za/business/energy/2014/03/07/eskom-in-an-unenviable-bind-says-coal-expert 

 

http://mg.co.za/article/2014-06-19-power-stations-are-deadly-internal-report-reveals
http://mg.co.za/article/2014-06-19-power-stations-are-deadly-internal-report-reveals
http://www.bdlive.co.za/business/energy/2014/03/07/eskom-in-an-unenviable-bind-says-coal-expert
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Eskom in an unenviable bind, says coal expert (March 2014) 

 

State power utility Eskom is in an unenviable bind in terms of its coal supplies and the unusually 

long period of rain experienced in the north-eastern parts of South Africa, University of the 

Witwatersrand coal expert Rosemary Falcon said on Friday morning. 90% of the coal mines and of the power 

stations of Eskom are concentrated in in Mpumalanga in north-eastern South Africa. 

South Africans endured the country’s first load shedding in six years on 6th of March, raising the spectre of the 

2008 blackouts that cost the economy billions. 

The controlled power cuts sparked the fourth electricity emergency of Ministers this year. The reasons Public 

Enterprises Minister Malusi Gigaba gave — depleted coal stockpiles and rain — echoed those of 2008, fueling 

debate on what Eskom had done, and should do. 

Eskom uses fine coal, which is part of the problem: the finer the coal, the higher the water content. Eskom wants 

coal declared a "strategic resource" to secure supplies and force mine operators to process some output locally as 

its coal-fired power stations require a continuous supply. It has long bemoaned the lack of supplier market 

competition, the export of Eskom-grade coal to India and China, above-inflation cost increases in the mining 

industry and a lack of new coal mining projects. 

Prof Falcon said about 50% of South Africa’s coal mines were open cast, which meant it was 

difficult or impossible to mine during heavy rain. This leads to stockpile depletion during rainy 

periods. Stockpiling is also difficult — too large a stockpile is a fire hazard.  

Wet coal is more difficult to handle and less efficient. Eskom depleted dry coal stockpiles at some power stations, 

forcing it to use wet, poor-quality coal that reduced output. 

Source: Business Day Live, Eskom in an unenviable bind, says coal expert, 7 March 2014, 

http://www.bdlive.co.za/business/energy/2014/03/07/eskom-in-an-unenviable-bind-says-coal-expert 

 

 

 

 

Major solar developments in South Africa (May 2014) 

 

South Africa enjoys some of the best sunshine in the world and its electricity is among the most expensive on the 

planet. The country’s lofty solar ambitions therefore come as little surprise: 42% of South Africa’s newly-

installed energy capacity should be renewable by 2030. Its solar PV power generation is expected 

to reach 1.05 GW by 2015 and 8.4 GW by 2030, in contrast with just 25 MW in 2012.  

As a result South Africa is the most attractive emerging country for solar energy, according to a 

report released in January by intelligence firm IHS. It achieved a score of 66 out of 100 in IHS’s 

Emerging Markets Attractiveness Index for the final quarter in 2013, blazing ahead of its rivals by 17 points. 

“South Africa has very good solar resources in terms of power generation potential and the potential for solar is 

higher than initially thought,” says Silvia Macri, a senior research analyst for Middle East and Africa renewables at 

IHS. “Because of the high cost of technology and other challenges South Africa ended up underestimating its 

potential capacity at the start,” adds Macri. In 2012, South Africa upped its projections for its 2020 renewable 

energy capacity from 3.7 GW to 6,9 GW. 

Nikki Van Houten, marketing manager at SunTank, the leading solar heating company in South Africa, says: 

"Since the country’s electricity supplier Eskom started having problems with coal supplies in 2008, the solar 

industry has exploded, helped along by government subsidies”. 

Source: RenewableEnergyWorld.com, South Africa Is Primed for Major Solar Development, 20 May 2014, 

http://www.renewableenergyworld.com/rea/news/article/2014/05/south-africa-is-primed-for-major-solar-

development 

 

 

http://www.bdlive.co.za/business/energy/2014/03/07/eskom-in-an-unenviable-bind-says-coal-expert
http://www.renewableenergyworld.com/rea/news/article/2014/05/south-africa-is-primed-for-major-solar-development
http://www.renewableenergyworld.com/rea/news/article/2014/05/south-africa-is-primed-for-major-solar-development
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South Africa’s government plans to build 18 GW of renewables 
by 2030 (Autumn 2013) 

 

South Africa’s power generation is currently dominated by the burning of coal. Its renewables capacity is 

insignificant.  

But the emerging market’s power landscape is being radically transformed under the government’s plants to build 

17.8 GW of renewables by 2030. 

It plans to build 3.75 GW of renewables within five years, and add a further 3.2 GW by the end of the decade. 

As a result, the country has become one of the most compelling markets for renewables investments. 

“It’s a very ambitious programme, which is to be applauded”, says Scott Brodsky, a Johannesburg-based partner 

at law firm Baker & McKensie, which has been involved with 18 successfull projects in the first two rounds of the 

bidding process. 

The bidding process is designed to minimize the amount the government pays for energy: government is holding a 

series of ‘reverse auctions’ that see biders compete to build renewables capacity. The winning bid is the one that 

pledges to provide the power at the lowest price, as well as meeting a raft of other requirements. 

The first two auctions saw a total of $7,3 billion invested in plants with 2.45 GW of generating capacity. A third 

bidding round closed in August 2013. 

“I am sure the third round was oversuscribed multiple times”, says Theuns Ehlers, head of resources and project 

finance at Absa Capital, which helped finance 542 MW of capacity in the first two rounds. 

Source: Environmental Finance, Africa awakes, p 10-14, Automn 2013 

 

 

 

 

Review of South Africa’s action on renewable energy and 
climate change (October 2013) 

 

South Africa’s actions on energy and climate have been reviewed in a report from the Green Growth Group: 

Renewable energy 

- Clean energy investment in South Africa increased from $100m in 2011 to $5.5bn in 2012, taking it 9th 

position in the global rankings; 

- South Africa will introduce funding mechanisms for renewables. 

Energy efficiency and low carbon 

- 12% energy efficiency improvement target by 2015, including sub-targets for sectors; 

- South Africa reduced its energy intensity by over 12% between 2000 and 2010; 

- Tax incentives for CDM projects, energy efficiency measures and carbon tax on flight passengers in place; 

- South Africa will introduce a carbon tax regime for all sectors and funding mechanisms for energy 

efficiency; 

- In 2012, South Africa’s low carbon and environmental goods and services market was worth nearly 

€35bn. 

Source: The Green Growth Group, Going for Green Growth – The case for ambitious and immediate EU low 

carbon action, October 2013 
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Bloomberg NEF report: Sub-Saharan Africa to add more 
renewables in 2014 than past 14 years (August 2014) 

 

Growing demand for electricity and falling costs for wind and solar power mean more renewable-energy projects 

will be commissioned this year in sub-Saharan Africa than were added from 2000 through 2013. 

About 1.8 gigawatts of capacity (excluding large hydroelectric power plants) will be added in 2014, Bloomberg 

New Energy Finance reported. Renewable investment in countries including South Africa, Kenya and 

Ethiopia is estimated at $5.9 billion this year, and may reach $7.7 billion in 2016. Average annual 

investment from 2006 through 2011 was $1 billion. 

Geothermal, wind and both small- and utility-scale solar projects will lead the way as “renewables can 

represent a cost-effective alternative, particularly compared to diesel generation but also to 

power stations burning coal or gas,” according to the statement. 

From 2014 through 2016, estimates of added renewable energy capacity to be installed are: 

- About 3.9 gigawatts, mostly wind and solar, in South Africa; 

- 1.4 gigawatts in Kenya; 

- 570 megawatts of primarily geothermal and wind capacity in Ethiopia. 

Source: http://www.bloomberg.com/news/2014-08-21/africa-to-add-more-renewables-in-2014-than-past-14-

years.html 

 

 

 

 

Pakistan’s coal tariffs among the most expensive in the world 
(June 2014) 

 

The current power shortage in Pakistan has been estimated to be around 6,000 megawatts, with the industrial 

sector being hit the hardest due to the shortfall. 

Pakistan does not have available, low-cost local coal. It has a lot of coal reserves -- in the Thar Desert -- which has 

been known about for a long time. This coal is low-quality and very wet, hard to extract -- a major effort with 

Chinese support a few years ago to figure out how to get it to market fell apart acrimoniously. It will be very 

hardand long to exploit these coal reserves. 

As a result, Pakistan is starting building coal fired power plants designed to be fired with relatively expensive 

imported coal. 

The Government has been seeking investors in these coal plants and coal facilities, and is having difficulty. The 

Chinese investors expected, in particular, are balking. In response the Goverment of Pakistan just released a new 

tariff schedule for coal fired electricity which will total as much as $0.16-$0.17/kwh. BR Research, the research 

arm of the Business Review in Pakistan, commented "By NEPRA’s own admission, the revised tariffs are probably 

one of the most expensive coal tariffs in the world. (…) One reason that these tariffs are so expensive is because 

Pakistan does not have indigenous usable coal, and any new coal fired power plant would entail the cost of import, 

transportation, shipping, freight and handling charges." 

http://www.bloomberg.com/news/2014-08-21/africa-to-add-more-renewables-in-2014-than-past-14-years.html
http://www.bloomberg.com/news/2014-08-21/africa-to-add-more-renewables-in-2014-than-past-14-years.html
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The operation risks to be very costly. Neighbouring India is learning this lesson the hard way, with high import 

prices of coal making thermal power plants economically infeasible without massive government bailouts and 

soaring energy prices to the end consumer. Over 30 Indian power plants went on a distress sale in 2013 as 

enthusiastic entrepreneurs built coal plants in haste but were unable to run them owing to massive coal shortages.  

Bangladesh is another example of where coal is being looked at as the panacea for development. But the recent 

eruption of public dissent against the proposed 1,320-MW Rampal power plant in the southwestern Khulna 

district – which is known in Bangladesh as the gateway to the ecologically sensitive tidal forest area called the 

Sunderbans – shows that the industry will not have it easy. 

These costs are higher than Pakistan could pay for wind power in the corridor north of Karachi, or solar power 

from the region at the intersections of Southern Punjab, Baluchistan and Sind, which has the nation's best solar 

resources.  And even coal plants designed to burn unaffordable imported coal will take far longer to bring on line 

than cheaper solar or wind. 

Source: Inter Press Service, Pakistan's Coal Rush: A Bubble Waiting to Burst, 1 June 2014, 

http://www.trust.org/item/20140601045817-a9jr3/?source=fiTheWire 

 

 

 

 

Middle East going solar (June 14) 

 

The study “Levelised cost of electricity - renewable energy technology”: of Germany’s Fraunhofer Institute for 

Solar Energy Systems suggests that wind and solar plants are already competing economically with fossil fuel  

By 2030, the study says, the levelized cost of energy (LCOE) from rooftop solar PV will have fallen to around 

€0.06 per kilowatt-hour in Europe. But in sunnier regions, such as the Middle East, Australia, southern Europe 

and the western U.S., Africa and Latin America, the cost of solar will be lower still, at around €0.043 per kilowatt-

hour. 

In the Middle East, considered by many analysts to be the next big market in solar, oil-fired power 

plants show generation costs in the range of €0.13 to €0.17 per kilowatt-hour, compared to 

around €0.08 per kilowatt-hour currently for solar PV. 

Michael Parker and Flora Chang, at Sanford Bernstein, say we entering a new order of "global energy deflation" 

that must ineluctably erode the viability the fossil fuel nexus over time. In the 1980’s solar development was 

stopped in its tracks by the slump in fossil fuel prices. By now it has surely crossed the threshold irreversibly.  

If the hypothesis is correct, solar will slowly squeeze the revenues of petro-rentier regimes in Russia, Venezuela 

and Saudi Arabia, among others. Many already need oil prices near $100 a barrel to cover their welfare budgets 

and military spending. They will have to find a new business model, or fade into decline. 

The Saudis are themselves betting on solar, investing more than $100bn in 41 gigawatts (GW) of 

capacity, enough to cover 30% of their power needs by 2030 rather than burning fossil fuel 

needed for exports. Most of the Gulf States have comparable plans.  

Source: http://www.telegraph.co.uk/finance/comment/ambroseevans_pritchard/10755598/Global-solar-

dominance-in-sight-as-science-trumps-fossil-fuels.html 

 

 

 

http://www.trust.org/item/20140601045817-a9jr3/?source=fiTheWire
http://www.telegraph.co.uk/finance/comment/ambroseevans_pritchard/10755598/Global-solar-dominance-in-sight-as-science-trumps-fossil-fuels.html
http://www.telegraph.co.uk/finance/comment/ambroseevans_pritchard/10755598/Global-solar-dominance-in-sight-as-science-trumps-fossil-fuels.html
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Turkey: The Soma mine disaster kills 301 people and adds to 
public anger towards Prime Minister (May 2014) 

 

On 13 May 2014, an explosion at a coal mine in Soma, Manisa, Turkey, caused an underground mine fire, which 

burned until 15 May. In total, 301 people were killed and at least 80 workers were injured in what was the worst 

mine disaster in Turkey's history. The mine, operated by coal producer Soma Kömür İşletmeleri A.Ş., suffered an 

explosion, the cause of which is still under investigation. 

Miners protested dangerous mining conditions in late 2013 and the demand by the main opposition party, the 

CHP, to investigate the mine's safety was rejected in the National Assembly of Turkey with votes from the ruling 

AKP only weeks before the disaster. 

In recent years the Turkish coal mining industry has been found to have the very worst safety 

record in the world, in terms of fatal accidents per million tons of coal produced. A Turkish coal miner is 360 

times more likely to be killed in a Turkish mine than an American coal miner is in an American mine, and 5 times 

more likely than even a Chinese coal miner, whose country places with a distant second in terms of safety related 

deaths per million tons of coal produced. 

Tuesday's disaster has triggered protests across Turkey, aimed at mine owners accused of ignoring safety 

for profit, and at Prime Minister Erdogan's government, seen as too close to industry bosses and insensitive in its 

response. Hundreds of riot police patrolled the Soma streets while others checked identity cards at three 

checkpoints on the approach road to Soma, a Reuters witness said. The police intervention in Soma could add to 

public anger towards Erdogan. He now risks alienating conservative, working-class voters that form his party's 

base. 

Sources: BBC, Turkey coal mine disaster: Desperate search at Soma pit, 14 May 2014, 

http://www.bbc.com/news/world-europe-27408394 

- BBC, Turkish mine disaster: Unions hold protest strike, 15 May 2014, http://www.bbc.com/news/world-

europe-27415822 

 

 

 

 

Carbon taxes or carbon markets in view in Kazakhstan, Mexico 
and South Africa (November 2013) 

 

According to the Climate Institute, China is far from the only emerging economy making significant progress on 

carbon pricing or taxing this year: 

- Kazakhstan issued the first CO2 permits for its ETS in June 2013; 

- Mexico is finalising legislation on a carbon tax covering producers of coal, gasoline, diesel, propane and 

butane; 

- In May 2013, South Africa released plans for a carbon tax from 2015; 

Source: The Climate Institute, China launching two more carbon markets this week, November 2013 

 

 

 

 

 

 

 

http://en.wikipedia.org/wiki/Soma_mine_disaster
http://www.bbc.com/news/world-europe-27408394
http://www.bbc.com/news/world-europe-27415822
http://www.bbc.com/news/world-europe-27415822
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Brazil, Mexico and Chile develop renewable energy and energy 
efficiency (October 2013) 

 

Brazil and Mexico’s commitments and actions on energy and climate have been reviewed in a report from the 

Green Growth Group and HSBC reviewed solar activities in all countries: 

Brazil: renewable energy, energy efficiency and low carbon 

- Aim to source 80% of its energy from renewables by 2030; 

- Clean energy increased by 10% in 2011 to $8bn (10th globally); 

- 3rd fastest clean energy capacity growth in the last five years. Brazil recently conducted its first “solar 

auction” that allocated 123 MW of capacity at an average price of $97.80 per MWh; 

- World leader in installed biomass capacity and biodiesel output, and mainstreamed biofuels in the 

transportation sector. 

- New measures to boost energy efficiency including a drive to promote smart meters; 

- In 2012, had the 7th largest share of the global low carbon and environmental market by country worth 

over €120bn, with growth of nearly 24% over the last four years. 

Mexico: renewable energy, energy efficiency and low carbon 

- 548% growth in clean energy investments in 2012 to over $2 billion with a 50% increase in wind capacity 

to 700MW. 

- Legislation and funding mechanisms in place to increase renewable energy and energy efficiency; 

- Recent Climate Change Act passed based on UK model; 

- In 2012, Mexico’s low carbon and environmental market was worth over €80bn annually and has grown 

by over 20% in the last 4 years. 

Chile: renewable energy 

- Chile is the host of numerous large-scale solar projects, including the world’s largest “merchant” solar 

plant -- a project built to sell electricity into the open market. 

Source: The Green Growth Group, Going for Green Growth – The case for ambitious and immediate EU low 

carbon action, October 2013 

 

 

 

 

Review of Russia’s action on renewable energy and climate 
change (October 2013) 

 

Russia’s actions on energy and climate have been reviewed in a report from the Green Growth Group: 

Renewable energy 

- Legislation with modest targets to increase renewables. 

Energy efficiency and low carbon 

- Though from a very high baseline, Russia reduced its energy intensity by over 25% between 2000 and 

2010; 

- Increasingly extensive energy efficiency legislation in place; 

- In 2012, Russia’s low carbon and environmental goods and services market was worth nearly €100bn 

annually. 

Source: The Green Growth Group, Going for Green Growth – The case for ambitious and immediate EU low 

carbon action, October 2013 
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Coal market changes 

 

 

Fitch: Asian thermal coal prices to remain weak on oversupply 
in 2015 (September 2014) 

 

The thermal coal market in Asia will remain oversupplied in the next 12 months, in spite of on-going 

rationalization of production, according to Fitch Ratings' latest dashboard on the sector. 

The outlook for import demand in China - the world's largest importer - is weak, due to slowing industrial 

production, higher hydro-based generation, as well as on-going implementation of policies aimed at curtailing 

coal consumption. 

A further reduction in China's coal production would be a key factor if domestic thermal coal prices are to 

improve. Fitch Ratings believes that a significant share of production is making a loss. 

Source : http://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=781208 

 

 

 

 

Rio Tinto’s coal exposure is rapidly diminishing (July 2014) 

 

Rio Tinto has been quoted regularly in the Murdoch-owned press recently about how committed they are to their 

energy business, and how they see coal as the bedrock of the world's energy system for decades to come. 

But a briefing from the Institute for Energy Economics & Financial Analysis (IEEFA) shows that Rio Tinto is no 

longer really a diversified mining and energy conglomerate. It is now more than ever a giant iron ore mining 

company. Rio Tinto's Energy Group generated a loss in 2013. It will represent less than 1% of Rio Tinto's earnings 

before interest and tax in 2014, 2015 and 2016 - on consensus forecasts. 

Rio Tinto says they see a bright future for thermal coal. But eight months ago Rio Tinto sold its 50% stake 

in the 10Mtpa (million ton per annum) Clermont Qld thermal coal mine for US$1.05bn. That 

reduces Rio Tinto's Australian thermal coal production by some 20%. It reduces Rio's total coal 

global production by 15%. 

Additionally, Rio Tinto spent US$4bn buying Riversdale Mining in 2011. Riversdale owns a 65% stake in some 

coal deposits in Mozambique, but constant issues over civil unrest against coal mining and Rio not playing the 

game with the local politicians has meant their US$4bn coal mine is producing only 0.4Mtpa of thermal coal. 

US$4bn for 0.4Mtpa of production would be the most expensive coal mine in world history. Hence Rio Tinto has 

written off $3bn of their investment. Now they are reported in the online press today as trying to sell 

their failed Mozambique foray to Coal India Ltd. So Rio Tinto will take another write-down and 

quietly exit this investment at close to zero value. 

Source: http://reneweconomy.com.au/2014/rio-tintos-fossil-fuel-exposure-is-rapidly-diminishing-62547 

 

http://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=781208
http://reneweconomy.com.au/2014/rio-tintos-fossil-fuel-exposure-is-rapidly-diminishing-62547
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Standard & Poors’s report: Carbon constraints cast a shadow 
over the future of the coal industry (July 2014) 

 

Standard & Poor's Financial Services is one of the Big Three credit-rating agencies with Moody's Investor Service 

and Fitch Ratings. In the report Carbon constraints cast a shadow over the future of the coal industry, it says: 

“A significant decline in coal production and consumption globally is becoming a much more 
realistic concept, in Standard & Poor's Ratings Services' view”. 

The global coal market is in the doldrums, owing to excess supply and fundamental shifts in the U.S. energy mix 

toward gas and new coal mining projects. 

“Over the medium term, we expect new environmental policies to emerge, which could slow down the demand for 
coal.” 

“Over the long term, coal miners may experience stranded assets as a result of carbon constraints”. 

Source: Standard & Poor's Ratings Services', Carbon constraints cast a shadow over the future of the coal 

industry, 21 July 2014 

 

 

 

 

 

Citi cost curve: eroding cost competitiveness of coal vs. other 
fuels in power generation (October 2013) 

 

In its research Energy Darwinism - The evolution of the energy industry, Citi shows that solar costs are falling 

extremely quickly: 

 

 

Citi releases a new cost curve of Levelised Costs of Energy (LCOE) for each type of power fuel in the global market: 
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Global integrated electricity cost curve 

 

Source: Citi research 

The cost curve shows that: 

- Natural gas has eroded coal competitiveness in the U.S. market, but it is much more nuanced in other 

markets. LNG remains an expensive source of energy; 

- Decreasing costs for wind make it already competitive with coal in some locations in 2013. By 2020 it will 

be competitive with coal in most locations; 

- Quickly decreasing costs for solar will make it close to cost competitiveness with coal in 2020 on average; 

- Nuclear energy is competitive with other sources only in some locations in 2013; by 2020 it will likely 

become less competitive than wind, and even solar will be more competitive in some locations. 

Source: Citigroup, Energy Darwinism - The evolution of the energy industry, October 2013 

 

 

 

Goldman Sachs report: ‘The thermal coal paradox’ - low prices 
unlikely to create new demand (May 2014) 

 

The Goldman Sachs report The thermal coal paradox is questioning the coal industry's claim that the fuel is a key 

component in the fight to reduce energy poverty worldwide, and is also expressing doubt about the viability of 

clean coal technologies. 

Low prices, authors say, don't necessarily lead to new demand, and coal may not be the solution to 

developing countries’ power needs. 

"The outlook for thermal coal demand remains challenged by structural headwinds that show no sign of abating." 

It cites continued competition from renewables and natural gas and new regulations. The countries most affected 
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by energy poverty are also the most vulnerable to the expected impact of climate change on crop yields, food 

security and poverty. 

“With Chinese demand for imported coal past its peak, we expect the seaborne market to grow at an 

average annual rate of c.2% over our forecast period to 2018. In our view, this will not be sufficient to tighten the 

market and lift prices above the level of marginal production cost.” 

On the supply side, “volume growth from rising productivity will be sufficient to satisfy seaborne demand without 

the need for large scale investment in new capacity. Putting aside the debottlenecking and optimization of existing 

capacity, we believe that new investment in large scale projects requiring new infrastructure is unlikely to earn a 

return as the window for profitable investment in new mining and infrastructure capacity has closed." 

"Rather than enjoying a broadbased increase in coal-fired generation," the report adds, "we believe that future 

demand growth will be increasingly concentrated in just a handful of countries: India, Korea, Taiwan and Japan." 

Exports have become central to the growth of many U.S. mining companies, with several looking to increase 

export capacity to reach Asian markets. But the report predicts a slight drop in U.S. thermal coal exports. 

Goldman Sachs analysts cited efforts in that country to reduce emissions and coal use. In the US, the report says 

the EPA rule to require carbon capture and storage (CCS) for all new coal-fired plants "would act as a significant 

disincentive for new projects." 

Citing ongoing challenges with commercializing CCS, the report says "The potential for coal to 

become a clean energy source via technological innovation is looking ever more remote." 

It concludes "This hostile environment reinforces the thermal coal paradox whereby low prices do not lead to new 

demand." 

Source: Goldman Sachs, The thermal coal paradox - Low prices unlikely to create new demand, 23 May 2014 

 

 

 

 

Citi research: cyclical oversupply and structural decline in coal 
demand (May 2014) 

 

The Citi research Global Thermal Coal - When Cyclical Supply Met Structural Demand finds that “thermal coal 

is facing twin challenges of cyclically strong supply growth and a structural decline in demand 

growth”. 

The research says “Demand is in structural decline as environmental pressures rise and costs of 

alternative energy sources decline. The shale gas revolution was the first blow, but rapidly declining wind 

and solar costs and the spread of unconventional gas production techniques are set to erode coal’s long-time cost 

advantage over alternative electricity sources. Increasingly strict environmental measures are also severely 

limiting the feasibility of opening new coal power plants not only in Europe and North America, but in China as 

well”. 

Source: Citi, Global Thermal Coal - When Cyclical Supply Met Structural Demand, 13 May 2014 
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UBS Financial: Good time to start thinking about bankruptcy 
in the coal sector (May 2014) 

 

UBS analyst thinks its time to consider bankruptcy, even if it is not a near-term concern. 

How bad have the losses been this year? Peabody Energy (BTU) is down 9.5% so far in 2014, while 

Arch Coal (ACI) is off 16%.Alpha Natural Resources (ANR) has plunged 48% and Walter Energy 

(WLT) had plummeted 66%. 

UBS analyst Kuni Chen explains why now’s a good time to start thinking about bankruptcy in the coal sector: 

“Since 2012, we have seen Patriot Coal and James River file for bankruptcy protection. There continues to be signs 

of mounting financial distress in the coal sector (…). Meantime, the equities continue to be weak with Walter 

Energy down almost 70% in the last 12 months and Alpha Natural Resources down 40% vs. the S&P 500  +14%. 

While there does not appear to be any imminent bankruptcy risk, we want to discuss the potential event 

path to a next potential liquidity crisis looking ahead 2-3 years.” 

“In our view, Alpha, Arch, and Walter may not be good Chapter 11 restructuring candidates since debt comprises 

most of the long term liability pie. There may be limited ability to shed other liabilities through a restructuring 

process. Hence, it may make more sense for unsecured bondholders to do exchange offers or agree to other 

concessions out of bankruptcy.” 

Source: http://blogs.barrons.com/stockstowatchtoday/2014/05/27/coal-no-imminent-bankruptcy-risk-but-ubs-

discusses-anyway 

 

 

 

 

BHP Billiton signals new wave of asset sales (April 2014) 

 

BHP Billiton Ltd., the world's largest mining company, signaled that it may pursue a new wave of asset sales as it 

puts more focus on commodities such as iron ore and petroleum that already account for the bulk of its earnings. 

It said simplifying its portfolio was a priority for management, following a drop in commodity prices. 

Coal prices have lately been languishing near multiyear lows. New mines that had planned to capitalize on earlier 

high prices started production, which left the market with a glut of raw material. Thermal-coal prices in Australia 

have been trading near their lowest level since late 2009, while metallurgical coal is near a seven-year low. 

This has forced producers like BHP to close operations, lay off workers and pursue improvements 

in productivity in an effort to keep mines profitable. BHP—in alliance with Mitsubishi Corp. and Mitsui & 

Co. Ltd.—is the world's largest exporter of metallurgical coal and a major producer of energy coal. 

The miner manages 20 coal mining operations in countries including Australia, Colombia and South Africa. 

BHP suggested it puts more emphasis on commodities such as iron ore and petroleum that 

already account for the bulk of its earnings. It also mentioned copper, while potassium-based fertilizer 

potash could also become a major business. 

Source: http://online.wsj.com/articles/SB10001424052702303978304579474613710383496 

 

 

http://blogs.barrons.com/stockstowatchtoday/2014/05/27/coal-no-imminent-bankruptcy-risk-but-ubs-discusses-anyway
http://blogs.barrons.com/stockstowatchtoday/2014/05/27/coal-no-imminent-bankruptcy-risk-but-ubs-discusses-anyway
http://online.wsj.com/articles/SB10001424052702303978304579474613710383496
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UN tells industry to leave coal in the ground to avoid climate 
catastrophe (November 2013) 

 

Most of the world's coal reserves should be left in the ground to avoid catastrophic global warming, the UN's 

climate chief has told the $3tn global industry. 

In a speech to a gathering of industry executives, Christiana Figueres challenged the industry to urgently 

transform itself, diversify into renewable energy "radically change … rapidly and dramatically for everyone's sake". 

"By now it should be abundantly clear that further capital expenditures on coal can go ahead only if they are 

compatible with the 2C limit", she said at the international coal and climate summit in Warsaw, being held at the 

same time as UN climate talks. 

Figueres said they had "the opportunity to be part of the worldwide climate solution" by switching 

off old coal power plants, capturing and storing carbon from new plants and leaving most of the 

world's coal reserves in the ground. "I urge every coal company to honestly assess the financial 

risks of business as usual; anticipate increasing regulation, growing finance restrictions and 

diminishing public acceptance," she said. 

A group of 27 international scientists meeting in Warsaw agreed with Figueres: using International Energy Agency 

estimates of world coal reserves, the group said that burning just 26% of the reserves would break the global 

"carbon budget", lifting temperatures above the 2°C threshold. In a joint statement, the scientists – from the US, 

Germany, Japan, China, India, Brazil and South Africa – rebutted claims that high-efficiency coal can be a low-

emissions technology and concluded that nearly 75% of the world's coal reserves had to be left in the ground if 

global warming was to be limited to a 2C rise.  

Source: The Guardian, 18 November 2013, http://www.theguardian.com/environment/2013/nov/18/leave-coal-

avoid-climate-catastrophe-un 

 

 

 

 

Goldman Sachs report: ‘The window for thermal coal 
investment is closing’ (July 2013) 

Goldman Sachs issued the report The window for thermal coal investment is closing. The report says: 

“Earning a return on incremental investment in thermal coal mining and infrastructure capacity 

is becoming increasingly difficult. In the short term, a sharp deceleration in seaborne demand 

(we expect average annual growth to decline to 1% in 2013-17 from 7% in 2007-12) has moved the 

market into oversupply and caused a downward shift in the cost curve; we downgrade our price 

forecasts to US$83/t in 2014 and US$85/t in 2015 (down 13% and 11% respectively) and maintain a relatively flat 

outlook for the rest of our forecast period to 2017.” 

“Mines are long-lived assets with a long payback period, and investment decisions today are sensitive not just to 

prices and margins today, but also to projections going well into the next decade. We believe that thermal coal’s 

current position atop the fuel mix for global power generation will be gradually eroded by the following structural 

trends: 

1. Environmental regulations that discourage coal-fired generation; 

2. Strong competition from gas and renewable energy; and 

3. Improvements in energy efficiency.” 

“The prospect of weaker demand growth (we believe seaborne demand could peak in 2020) and seaborne prices 

near marginal production costs suggest that most thermal coal growth projects will struggle to earn a positive 

return for their owners; in our view, this is reflected in the way diversified mining companies are reallocating their 

capital towards more attractive sectors. » 

 

http://www.theguardian.com/environment/2013/nov/18/leave-coal-avoid-climate-catastrophe-un
http://www.theguardian.com/environment/2013/nov/18/leave-coal-avoid-climate-catastrophe-un
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Thermal coal demand to slow down sharply 

 

 

China goes from a boost to a drag on demand 

 

Source: Goldman Sachs, The window for thermal coal investment is closing, 24 July 2013 
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Bernstein Research : Zero seaborne demand from China in 
2015 and nowhere else for the coal to go (June 2013) 

 

Excluding China and India, global coal consumption has essentially been flat since 1965 and the 

latter two countries have represented over 100% of the world’s demand growth. China alone 

accounted for 83% of the global increase in coal consumption. 

 

 

ROW: Rest of World 

 

If Chinese coal consumption peaks, it will have a major impact on coal consumption and hence coal production 

globally. 

According to Bernstein Research, “Regional miners will see almost zero demand from China in 

2015, a drop of almost 300 million tons. There is simply nowhere else for that coal to go. India is a 

miserable next best option for the seaborne market. And the trend of declining consumption in 

the rest of the world is unlikely to reverse.” 

Source: Bernstein Research, Asian Coal & Power: Less, Less, Less... The Beginning of the End of Coal, June 2013 

 

 

Deutsche Bank report: Coal market to remain oversupplied 
this decade (May 2013) 

 

The global thermal coal market will remain oversupplied this decade as dwindling demand for the fuel clashes 

with rising production, Deutsche Bank says in its report Thermal Coal: Coal at a Crossroads. 

Thermal coal prices have already dropped around 30% since last peaking in 2011 after the nuclear reactor 

meltdown at Japan's Fukushima power station triggered a boom in coal and gas imports from the world's third 

biggest economy. Since then, healthy production from coal exporters such as Australia, South Africa and Colombia 

have clashed with slowing demand from key users in North America, Europe and China, and Deutsche Bank says 

this trend was set to continue until 2020. 

"Thermal seaborne coal markets face a combined threat of steadily growing supply in the largest producing 

regions and a levelling-off or decline in demand in consuming regions," the bank said in a research note. 

"We believe that new demand preferences in the largest consuming nations will result in much lower demand 

growth going forward, pushing prices lower in real terms through 2020," the bank said. 

Source: Deutsche Bank Markets Research, Thermal Coal: Coal at a Crossroads, May 2013 
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Coal finance changes 

 

 

$24 trillion-worth institutional investors back CO2 pricing 
(September 2014) 

 

More than 340 institutional investors representing $24 trillion in assets called on government leaders attending 

the United Nations climate summit of 23rd of Septemberto set carbon pricing policies that encourage the private 

sector to invest in cleaner technologies. 

 

Firms signing a joint letter include major financial institutions and fund managers like the 

world’s larget asset manager BlackRock, Calvert Investments, BNP Paribas Investment Partners, 

Deutsche Bank and Standard Bank. 

 

They want countries to set a price tag on pollution by taxing carbon emission or implementing cap and trade 

emissions policies to create incentives for investing in cleaner technologies. "Gaps, weaknesses and delays in 

climate change and clean energy policies will increase the risks to our investments as a result of the physical 

impacts of climate change, and will increase the likelihood that more radical policy measures will be required to 

reduce greenhouse gas emissions," the investors said. 

Source: http://www.cbc.ca/news/technology/global-investors-push-for-carbon-pricing-ahead-of-un-climate-

summit-1.2770175 

 

 

 

 

New coalition of institutional investors to decarbonize $100 
billion by December 2015 (September 2014) 

 

A new group of leading institutional investors, the Portfolio Decarbonization Coalition (PDC), was launched 

during UN Secretary-General Bank Ki-moon’s Climate Summit on 23rd of September 2014. Co-founded by the 

UNEP and its Finance Initiative (UNEP FI), it includes Europe’s largest asset manager Amundi and the fourth 

national pension fund of Sweden AP4. 

The Coalition commits to substantially reduce the carbon footprint of US$100 billion of 

institutional investment worldwide by December 2015. It is expected that having a critical mass of them 

decarbonize their portfolios will send a strong and unequivocal signal to carbon-intensive companies that carbon-

efficiency is now center-stage. 

The Coalition will reach out to institutional investors worldwide. 

The PDC is also supported by the China International Capital Corporation whose Chairman, Jin 

Liqun, declared “CICC is committed to promote the decarbonization of investment portfolios and 

the use of low carbon indexes, particularly in Asia and in China.” 

Source : UNEP News Centre, 23 September 2014, 

http://www.unep.org/newscentre/default.aspx?DocumentID=2796&ArticleID=10991 

 

 

 

 

http://www.cbc.ca/news/technology/global-investors-push-for-carbon-pricing-ahead-of-un-climate-summit-1.2770175
http://www.cbc.ca/news/technology/global-investors-push-for-carbon-pricing-ahead-of-un-climate-summit-1.2770175
http://www.unep.org/newscentre/default.aspx?DocumentID=2796&ArticleID=10991
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Blomberg NEF report: ‘Coal divestment could be relatively 
easy’ (August 2014) 

 

Bloomberg New Energy Finance (NEF) published the report Fossil fuel divestment: a $5 trillion challenge in 

August 2014. It finds that the “Fossil fuel divestment” movement is young, rapid, and fastevolving and quotes 

Kevin Bourne, a managing director of London-based stock market indices provider FTSE, describing divestment 

as “one of the fastest-moving debates I think I’ve seen in my 30 years in markets”. 

“Initial analysis of ring-fencing and indexing shows that ex-fossil fuel portfolios have performed 

on par with those including oil, gas, and coal producers and those companies with high carbon 

reserves”, as show by the figure below: 

 

 

 

According to the report, the coal equity universe is made of275 coal firms worth $233bn – approximately the same 

level as the universe of clean energy equities, as measured by the WilderHill New Energy Global Innovation Index, 

with 106 companies with a total value of $220bn. 

“Listed coal companies are small enough in aggregate that investors could divest and re-invest 

without unbalancing portfolios”, the report says. 

The report finds that “coal divestment could be relatively easy”. “Coal equities have already 
trended down nearly 50% in the past five years. Some US firms have lost more than 90% of their stock 
value. Overcapacity plagues China’s coal sector, despite the country consuming as much coal as the rest of the 
world combined. Coal is also at the sharp end of any transition to a lower-carbon energy system. Despite its 
abundance and low cost, it is high in carbon and other emissions and it is relatively inflexible operationally. 

It adds “Institutional investors are much less exposed to coal than to oil and gas. Other large sectors could absorb 
coal equity dollars, as could clean energy”. 

Source: Bloomberg New Energy Finance, Fossil fuel divestment: a $5 trillion challenge, August 2014. 
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IEA: $300bn of fossil fuel assets risk being stranded by 2035 
(July 2014) 

 

The International Energy Agency (IEA) has warned investors that “around $300 billion in fossil fuel assets [could 

be] left stranded by stronger climate policies” by 2035. 

The warning quantifies an earlier IEA statement on the risk of some existing fossil fuel reserves being rendered 

‘unburnable’ if governments tighten curbs on greenhouse gas emissions in order to restrict any increase in average 

global temperatures to 20C above pre-industrial times.  It contradicts recent statements by several oil majors 

rejecting the suggestion that such policies could affect existing reserves. 

“Some investment in fossil fuel-based energy assets, as a result of changes brought about by climate policy, may 

not be able to earn an economic return prior to the end of their economic life and risk becoming stranded assets,” 

the IEA said in a statement accompanying its latest report World Energy Investment Outlook. 

Source: International Energy Agency, World Energy Investment Outlook 2014 

http://www.environmental-finance.com/content/news/$300bn-of-fossil-fuel-assets-risk-being-stranded-by-

2035-says-iea.html 

 

 

 

 

World Council of Churches, representing over half a billion 
Christians, divests from fossil fuels (July 2014) 

 

The World Council of Churches has revised its ethical investment criteria to exclude fossil fuel companies. The 

umbrella group of churches has 345 member churches including the Church of England (but not the Catholic 

church) and represents 590 million Christians worldwide. 

It has decided to pull its investments out of fossil fuel companies. The report of the council's finance policy 

committee, published on the final day of the council's central committee meeting in Geneva, said: "The committee 

discussed the ethical investment criteria, and considered that the list of sectors in which the World Council of 

Churches does not invest should be extended to include fossil fuels." 

In May, the UN's climate chief, Christiana Figueres, gave a speech to faith leaders in London, calling on them to 

show leadership on climate change. She also said religious groups should drop their investments in fossil fuels, 

and encourage their members to do the same. 

Studies have suggested the fossil fuel divestment campaign, which began in the US, has been faster than any 

previous divestment movement such as tobacco and apartheid. 

Source: http://www.theguardian.com/environment/2014/jul/11/world-council-of-churches-pulls-fossil-fuel-

investments 

 

 

http://www.environmental-finance.com/content/news/$300bn-of-fossil-fuel-assets-risk-being-stranded-by-2035-says-iea.html
http://www.environmental-finance.com/content/news/$300bn-of-fossil-fuel-assets-risk-being-stranded-by-2035-says-iea.html
http://www.theguardian.com/environment/2014/jul/11/world-council-of-churches-pulls-fossil-fuel-investments
http://www.theguardian.com/environment/2014/jul/11/world-council-of-churches-pulls-fossil-fuel-investments
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Fossil-free investment portfolios soared 50% in 2013 (May 
2014) 

 

The investment company First Affirmative produced a survey showing that the number of investment managers 

offering fossil-free portfolios to clients increased by over 50% in the past year, demonstrating a growing interest in 

divestment among investors. 

In a survey completed by 587 investment professionals, 36% indicated that they now offered investors the option 

to explicitly exclude the fossil fuel industry from their investments – up from 22% in 2013. The findings show a 

growing trend of investors turning away from oil, coal and gas on both ethical and financial grounds. Divestment 

campaigners argue that such investments create a financial as well as a climate risk, as strengthening climate 

policies mean that unburned reserves of fuel could become stranded assets. 

“In my view, the growing drumbeat of responsible investors seeking investment strategies with little or no 

exposure to coal, oil, and gas extraction companies will only increase as more evidence of the negative effects of 

climate disruption reverberate from the recent IPCC and National Climate Assessment reports, and as more 

analysts and investors understand the stranded asset risk equation,” said Steve Schueth, president of First 

Affirmative. 

According to the survey, 76% of those questioned believed that the risk of investing in fossil fuel companies was 

growing, while 56% said they were concerned about the possibility of stranded assets. In addition, 49% of survey 

respondents say institutional investors are interested in fossil-fuel-free investing and 62 % said retail investors 

want that type of investment. 

Source: http://www.rtcc.org/2014/05/15/fossil-free-investment-portfolios-soared-50-in-2013/ 

 

 

 

 

Global index provider and major asset manager create a fossil-
fuel free index (April 2014) 

 

The FTSE Group, the global index provider with BlackRock, one of the largest asset managers in the world and the 

Natural Resource Defense Council, announced the launch of the "FTSE Developed ex-Fossil Fuels Index Series." 

The ex-Fossil Index is a ledger of public companies traded on the London Stock Exchange that 

excludes companies linked to exploration, ownership or extraction of carbon-based fossil fuel 

reserves. It is the first index to implement total exclusion of fossil fuel linked stocks. The global benchmark 

includes over 2,000 securities across 25 countries. 

“Institutions across the world are rightfully reconsidering investments that directly threaten our climate and thus 

our economies,” said Christiana Figueres, Executive Secretary of the UN Framework Convention on Climate 

Change (UNFCCC). “The divestment index provides these institutions with yet another potentially powerful tool 

to align their investments with their missions. Its launch could not be  more timely, in the lead up to the 2015 

climate change agreement.” 

Source: Huffington Post ‘s Blog, 30 April 2014, http://www.huffingtonpost.com/kevin-grandia/london-stock-

exchange-cli_b_5236289.html?utm_source=Alert-

blogger&utm_medium=email&utm_campaign=Email%2BNotifications 

 

 

 

 

http://www.rtcc.org/2014/05/15/fossil-free-investment-portfolios-soared-50-in-2013/
http://www.huffingtonpost.com/kevin-grandia/london-stock-exchange-cli_b_5236289.html?utm_source=Alert-blogger&utm_medium=email&utm_campaign=Email%2BNotifications
http://www.huffingtonpost.com/kevin-grandia/london-stock-exchange-cli_b_5236289.html?utm_source=Alert-blogger&utm_medium=email&utm_campaign=Email%2BNotifications
http://www.huffingtonpost.com/kevin-grandia/london-stock-exchange-cli_b_5236289.html?utm_source=Alert-blogger&utm_medium=email&utm_campaign=Email%2BNotifications
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Kepler-Chevreux research: Fossil fuel firms facing potential 
losses of $28trn over 20 years (April 2014) 

 

According to research by Kepler Cheuvreux, the leading European broker research group, fossil fuel companies 

could face losses of $28trn (€20.2trn) in revenues over the next two decades if international governments get 

serious about limiting carbon emissions to 450 ppm of CO2-equivalent (CO2e) to keep global warming below 2°C 

over pre-industrial levels. 

The research shows that the oil industry could potentially be hardest hit potential losses of $19.3trn in revenues 

from 2015 to 2035, especially in ‘high cost/high carbon’ projects. The coal industry, it said, would lose 

$4.9trn and the gas industry $4trn under the same projected scenario. 

The broker derives its numbers by comparing the International Energy Agency’s base-case scenario for global 

energy trends out to 2035, known as the New Policies Scenario (NPS), with the IEA’s 450-Scenario (450S) 

consistent with a 450 ppm cap. 

It said that under the IEA’s 450-Scenario (450S), the demand for and price of fossil fuels would fall as policies 

restricted CO2 emissions, equating to a difference between the NPS and the 450S projections over the next two 

decades of 156 gigatonnes of carbon, on which it bases the related revenue hits. 

Kepler Chevreux says that its forecasts do not rely on there being a global climate agreement 

struck in Paris at the end of 2015. It says trillions of dollars are still at risk from unilateral and 

regional action, pollution controls such as those being implemented by China, and the falling of 

cost of renewables, which will likely displace more coal, gas and oil production. 

The report argues that the fossil-fuel industry should not ignore the issue of carbon risk. It said ‘transparent 

stress-testing’ of fossil fuel companies’ business models against the risk of a 450-ppm world would represent a 

meaningful dialogue with investors. It said this would reveal where the biggest risks lie in fossil fuel companies’ 

portfolios and start an engagement process over managing these risks as climate policies evolve at the national, 

regional, and global level. 

The report reflects the majority view of leading investment houses, including Citigroup and Sanford Bernstein’s 

recent warning that the world faced a scenario of energy price deflation because of the impact of the plunging cost 

of solar, and its likely displacement of fossil fuels across the world. 

Source: http://reneweconomy.com.au/2014/fossil-fuels-face-30-trillion-losses-from-climate-renewables-11465 

 

 

 

 

IIASA report: 37% of investment in coal power plants could be 
stranded (March 2014) 

 

The International Institute for Applied Systems Analysis (IIASA) published the report Stranded on a low-carbon 

planet: Implications of climate policy for the phase-out of coal-based power plants. The report finds that as 

much as 37% of global investment in coal power plants over the next 40 years could be stranded if 

climate action is delayed, with China and India bearing most of these costs. The study explored strategies to 

reduce stranded capacity in coal power plants, while limiting future climate change to the internationally agreed 

2°C target.  

It shows that one key is to avoid new coal power plant construction. Potential options include shifting 

to other kinds of power plants, keeping old coal plants running, and improving energy efficiency, both on the 

supply and demand sides. 

“If we are serious about meeting climate targets, then the reality is that eventually we will have to start shutting 

down coal-fired power plants. But the longer we delay climate action, the more stranded capacity we’ll have,” says 

IIASA researcher Nils Johnson, who led the study. “Delaying action encourages utilities to build more coal-fired 

power plants in the near-term.  Then, when policies are finally introduced, we have to phase out coal even more 

http://reneweconomy.com.au/2014/fossil-fuels-face-30-trillion-losses-from-climate-renewables-11465
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quickly and more investments go to waste,” he says. “The best strategy would be to stop building new coal power 

plants starting today,”. 

However, the researchers also explored what two other options if governments are not yet willing to limit new 

plant construction: grandfathering existing plants so that they are exempt from future climate policies, or 

retrofitting plants with Carbon Capture and Storage (CCS). The study finds that both of these strategies create a 

major risk that average temperatures will rise above the 2°C goal. CCS. Hundreds of power plants would need CCS 

retrofitting in a short period of time—a lot of pressure on a technology that as yet remains both technically and 

politically uncertain. “CCS could buy us time, but what if it doesn’t work? It’s a risky strategy,” says 

Volker Krey, a co-author on the paper. 

Source: IIASA, Stranded on a low-carbon planet: Implications of climate policy for the phase-out of coal-based 

power plants, 31 March 2014, http://www.iiasa.ac.at/web/home/about/news/20140331-Coal-Johnson.html 

 

 

 

 

72 global investors warn moves to curb climate change will hit 
fuel demand (October 2013) 

 

A group of 72 global investors, managing more than $3 trillion of assets, launched the first-ever coordinated effort 

to ask the world’s 45 top fossil fuel and power companies to fully assess the risks posed by climate change and the 

benefits of supporting low carbon energy, calling on them to prepare for a possible decline in demand for fossil 

fuels caused by policies to fight the threat of climate change. 

The letters, signed by several US state pension systems and fund managers such as Aviva and Scottish Widows, 

warn the companies that they may be investing in production capacity that will never be used. It reflects growing 

concern among many investors about the prospect that fossil fuel reserves will be “stranded assets”, which cannot 

be extracted and used without causing dangerous global warming. For instance, the value of some holdings 

in coal are already falling as increasing competition between energy sources, new air quality 

standards to reduce health impacts, and measures to reduce carbon pollution combine to change 

the energy landscape. 

The investors ask the companies to carry out a “risk assessment” of the consequences of a global move to cut 

greenhouse gas emissions by 80 % by 2050, a reduction that has been estimated as giving a reasonable chance of 

limiting the rise in global temperatures to an acceptable 2C. 

The report Unburnable Carbon from Carbon tracker Initiative found that in 2012 alone, the 200 largest publicly 

traded fossil fuel companies collectively spent an estimated $674 billion on finding and developing new reserves - 

which may never be utilized and plummet in value. 

The investors are demanding to know how fossil fuel companies plan to manage climate risks and the emerging 

clean energy economy; for example, by reducing the carbon intensity of assets, divesting from the most carbon 

intensive projects, and investing in lower carbon energy sources. 

One energy firm that appears to be acknowledging and responding to the reality of climate change and the 

developing energy environment is European giant RWE. This week they announced a departure from large-scale 

thermal energy production as they shift their future core business towards leading the transition to the future 

energy world. 

Anne Stausboll, chief executive of Calpers, the California state employees’ pension fund, said: “We cannot invest 

in a climate catastrophe.” 

Source: Financial Times, Investors warn moves to curb climate change will hit fuel demand, 24 October 2013, 

http://www.ft.com/cms/s/0/28b61824-3cb9-11e3-a8c4-00144feab7de.html#axzz2ied76cpD 

 

 

 

http://www.iiasa.ac.at/web/home/about/news/20140331-Coal-Johnson.html
http://www.ft.com/cms/s/0/28b61824-3cb9-11e3-a8c4-00144feab7de.html#axzz2ied76cpD
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Oxford University research: The fossil fuel divestment 
campaign can have impacts on coal companies (October 2013) 

 

The University of Oxford published the research Stranded assets and the fossil fuel divestment campaign: what 

does divestment mean for the valuation of fossil fuel assets?, that investigates the fossil fuel divestment 

campaign, an extant social phenomenon that could cause risks to fossil fuel liabilities, and tests whether the 

divestment campaign could affect fossil fuel assets and if so, how, to what extent, and over which time horizons. 

The fossil fuel divestment campaign has started in the U.S. and in the short term focused on US-based investors, 

and has attempted more recently to build global momentum. 

Altough the report finds that the direct impacts of fossil fuel divestment on equity or debt are likely to be limited, 

it notes that there are likely to be greater direct effects on coal valuations. Indeed, coal companies 

represent a small fraction of the market capitalisation of fossil fuel companies. Coal stocks are 

also less liquid. Divestment announcements are thus more likely to impact coal stock prices since 

alternative investors cannot be as easily matched as in the oil and gas sector. A diminishing pool of debt finance 

and a higher hurdle rate will thus have the greatest effect on companies and marginal projects related to coal. 

The outcome of the stigmatisation process, which the fossil fuel divestment campaign has now triggered, poses the 

most far-reaching threat to fossil fuel companies and the vast energy value chain. Due to the phased nature of the 

process of stigmatisation, investors seeking to reduce their fossil fuel exposure in general are thus likely to begin 

by liquidating coal stocks. Storebrand—a Scandinavian asset manager with $74 billion under management—has 

taken precisely such as step. 

Source: Oxfort University – Stranded Asset Programme, Stranded assets and the fossil fuel divestment 

campaign: what does divestment mean for the valuation of fossil fuel assets?, October 2013 

 

 

 

 

Surprising step change in the stranded assets debate (August 
2013) 

 

A wave of new broker research from Bernstein, Citi, Deutsche Bank, Goldman Sachs, HSBC and Morgan Stanley 

takes a markedly bearish view of the prospects for the fossil fuel sectors, pointing to serious difficulties with their 

economics, and even, in some cases, suggesting they could be about to go into ‘terminal decline’. 

The coal mining sector is already well beyond the point of initial concerns. 

Interviewed by The Responsible Investor, Craig Mackenzie, Head of Sustainability at the Scottish Widows 

Investment Partnership (SWIP), says: 

“The share prices of pure play coal companies have already fallen by two thirds or more since. 

Disappointing demand plus the huge investment in new mining capacity in the last decade means that the market 

is chronically oversupplied. Thermal coal prices have fallen by a third in two years as a result. Companies have 

cancelled expansion plans and are selling assets. One significant US coal miner has filed for bankruptcy. The 

prospects for future growth look uncertain at best, and if Bernstein is right, grim indeed. While the gloomiest 

investment bank predictions may turn out to be overdone, their existence underlines profound new uncertainty 

about future demand. This uncertainty makes stranded assets a risk that today’s investors would be unwise to 

ignore in their company valuations and investment decisions. Crucially, this uncertainty is not contingent on some 

global climate deal (though a deal would only make matters even worse for producers).” 

The cost-curve decides unburnability 

“As well as increased investment-relevance, the new analysis gives sharper focus to the mechanism that will, 

sooner or later, strand assets. Counter-intuitively, perhaps, risk exposure is not a function of the amount of carbon 

embedded in company reserves. Risk arises instead from the position of the company on the industry cost curve. 

This is basic economics. When demand falls, the marginal producers at the expensive end of the cost curve 
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become unprofitable and mothball or close capacity, while the producers at the cheap end remain profitable. 

Reserves do have some relevance to risk: their nature and location roughly predicts a company’s future position 

on the cost curve, but they are only a long-term indicator. Over the time horizons that drive share prices, the 

position on the cost curve of a company’s current and development projects is what matters. The break-even costs 

and rates of return of these wells will determine a company’s ability to generate cash over the next decade, and 

this drives share prices.” 

“Divesting from pure-play coal miners probably would not impact portfolios much either way – 

they are just too small (…).The reality is falling coal prices and overcapacity mean that most 

companies have already stopped investing in new capacity”. 

Source: Responsible Investor, Craig Mackenzie, Head of Sustainability at the Scottish Widows Investment 

Partnership (SWIP), 30 August 2013, http://www.responsible-investor.com/home/article/c_mac_sa/P0/ 

http://www.responsible-investor.com/home/article/c_mac_sa/P0/
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Coal impacts 

 

 

IMF report: Coal use pervasively undercharged, for carbon 
emissions but also huge health costs (July 2014) 

 

The International Moneraty Fund (IMF) published the report Getting energy prices right in July 2014. It builds 

on the well established fact that many energy prices in many countries are wrong: “They are set at levels that do 

not reflect environmental damage, notably global warming, air pollution”. The IMF report is about getting energy 

prices right, through the use of fiscal instruments to “correct” the major environmental side effects of energy use. 

The report finds that “Coal use is pervasively undercharged, not only for carbon emissions, but 

also for the health costs of local air pollution”. Illustrative charges for CO2 amount to about $3.3/gigajoule 

(GJ) of energy from coal combustion, a substantial sum when set against average world coal prices of about $5/GJ 

in 2010, and what are at best minimal taxes on coal at present25. 

The corrective taxes for local air pollution can also be substantial—they exceed the carbon charge 

for 10 of the 18 countries illustrated in Figure 1.1 (see below) — including India and China. 

 

Figure 1.1. Corrective Fuel Taxes to Reflect Environmental Costs, Selected Countries, 2010 

 

Source: IMF, Getting energy prices,July 2014 

 

 

 

 

 

                                                 
25

 All corrective tax estimates are for 2010 and, to facilitate cross-country comparisons, are expressed in 2010 U.S. dollars 
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WHO report: 7 million death per year from air pollution, twice 
more than previous estimate (March 2014) 

 

In new estimates released on 25 March, the World Health Organisation reported that in 2012 around 7 million 

people died - 1 in 8 of total global deaths – as a result of air pollution exposure. This finding more than 

doubles previous estimates and confirms that air pollution is now the world’s largest single 

environmental health risk. 

The new data reveal a stronger link between both indoor and outdoor air pollution exposure and cardiovascular 

diseases, such as strokes and ischaemic heart disease, as well as between air pollution and cancer. 

Much of the burden results from burning of fossil fuels (primarily coal), and the new figures underline the 

opportunity for more sustainable development choices to simultaneously save lives and mitigate climate change.   

Sources:  http://www.who.int/mediacentre/news/releases/2014/air-pollution/en/ 

-  http://www.who.int/phe/health_topics/outdoorair/databases/en/ 

 

 

 

 

 

 

Renewable market changes 

 

 

IEA report: Solar energy might dominate power by 2050 
(September 2014) 

 

A report from the International Energy Agency (IEA) finds that solar energy could be the top source of electricity 

by 2050, aided by plummeting costs of the equipment to generate it. The reports says that solar photovoltaic 

(PV) systems could generate up to 16% of the world's electricity by 2050, a significant increase 

from the 11 % figure in the 2010 IEA Roadmap. Solar thermal electricity from "concentrating" solar power 

plants could provide a further 11% - totalling 27% of global power by 2050. 

IEA Executive Director Maria van der Hoeven said: "The rapid cost decrease of photovoltaic 

modules and systems in the last few years has opened new perspectives for using solar energy as a 

major source of electricity in the coming years and decades". 

Solar photovoltaic (PV) panels constitute the fastest growing renewable energy technology in the world: since 

2010, the world has added more PV capacity than in the previous four decades. Global capacity reached 150 

gigawatts in early 2014. Achieving the IEA roadmap’s vision would represent 4 600 GW of installed PV capacity by 

2050. 

Solar power enhances energy diversity and hedges against price volatility of fossil fuels, thus stabilizing the costs 

of electricity generation in the long-term, says the report. PV expansion would be led by China, followed by the 

United States, while STE could also grow in the United States along with Africa, India and the Middle East. 

Source: International Energy Agency, IEA Technology Roadmap: Solar Photovoltaic Energy - 2014 edition, 29 

September 2014 

 

 

 

http://www.who.int/mediacentre/news/releases/2014/air-pollution/en/
http://www.who.int/phe/health_topics/outdoorair/databases/en/
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Bloomberg NEF report: Renewables to get 66% of global power 
investments up to 2030 (July 2014) 

 

In a major report on power investments forecasts up to 2030, the2030 Market Outlook, research company 

Bloomberg New Energy Finance expects $7.7 trillion to be invested in new generating capacity by 2030 globally. 

Renewable energy should reap as much as two-thirds ($5.1 trillion) as declining costs make it more competitive 

with fossil fuels.  

About half of the renewable investment ($2,5 trillion) will be in Asia, the region where power capacity will grow 

the most, according to the forecasts. The Americas will account for $816bn of the renewable investment, Europe 

$967bn and the rest of the world including Middle East and Africa $818bn. 

Around 4,000 gigawatts of renewable power generation capacity will be added globally. 

Fossil fuel’s share of power generation will shrink from 64% now to 46%. 

Solar growth 

Solar power will top clean energy installations in every region over the next decade and a half, the report said. 

Capacity will expand the most in Asia, where new solar sites will exceed gas and coal combined. In 

China, 72% of overall investment is expected to go to renewables, compared to 63% in India and almost 93% in 

Japan. 

“The period to 2030 is going to see spectacular growth in solar in this region, with nearly 800 gigawatts of rooftop 

and utility-scale PV added,” Milo Sjardin, BNEF’s head of Asia-Pacific, said in the report. “This will be driven by 

economics, not subsidies, as our analysis suggests that solar will be fully competitive with other power sources by 

2020.” 

A glut of solar and wind manufacturing capacity has brought down prices of cells and turbines. That’s making 

clean energy plants in more locations profitable even though some governments are scaling back incentives. 

Annual investment in technologies such as solar, wind and hydropower surpassed fossil fuels for the first time in 

2011. 

Michael Liebreich, chairman of the advisory board for Bloomberg New Energy Finance, commented: “This 

country-by-country, technology-by-technology forecast of power market investment is more bullish on renewable 

energy’s future share of total generation than some of the other major forecasts, largely because we have a more 

bullish view of continuing cost reductions. What we are seeing is global CO2 emissions on track to stop growing by 

the end of next decade.” 

Source: Bloomberg New Energy Finance, 2030 Market Outlook - Bloomberg New Energy Finance long term 

view of the power sector 2030, 01 July 2014, http://about.bnef.com/press-releases/european-renewable-energy-

investment-set-surge-2030-back-nearly-1-trillion-investment/ 

 

 

http://about.bnef.com/press-releases/european-renewable-energy-investment-set-surge-2030-back-nearly-1-trillion-investment/
http://about.bnef.com/press-releases/european-renewable-energy-investment-set-surge-2030-back-nearly-1-trillion-investment/
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Bernstein Research report: Solar is increasingly competitive 
(April 2014) 

 

 

“Exhibit 2 is the chart the solar industry has been working towards for 60 years. Solar is now, in the right 

conditions, cheaper than oil and Asian LNG on an MMBTU basis”. 

Bernstein Research adds that solar has a great potential for access to electricity in remote villages and rural areas 

where grids are too costly. 

Source: Bernstein Research, Equals and opposite… If solar wins who loses? 4 April 2014 

 

 

 

 

UNEP-Bloomberg report: 2013 global renewable investment 
reach $214 bn, more solar built than ever (April 2014) 

 

Total investment in renewable power and fuels (excluding large hydro-electric projects) reached $214 billion 

worldwide in 2013. Altough this is some 14% lower than in 2012, UNEP-Bloomberg New Energy Finance report 

puts forward five key positive findings: 

1. Wind and solar much closer to full competitiveness with fossil fuels 

A key trend is the further gain in the cost-competitiveness of the two leading renewable power technologies –solar 

PV and onshore wind. “Over a five-year period to the first quarter of 2014, the worldwide average levelised cost of 

electricity has declined by 53% for crystalline silicon PV systems, and 15% for onshore wind turbines. Over the 

same years, the cost per MWh of coal- and gasfired generation has increased in many countries, with the notable 

exception of the US where gas prices remain much lower than elsewhere”. “The cost reductions for the two 

leading renewable technologies have enabled subsidies for new projects to be reduced, and 

brought wind and solar much closer to full competitiveness with fossil fuel alternatives – even 

where the latter are not encumbered by carbon emission charges”. 

One of the two main reasons for the fall in solar investment in 2013 was a reduction in costs in photovoltaics: in 

2013 compared to 2012, even as the investment in solar went down 20%, the number of gigawatts 

of PV systems added went up 26% (39 GW installed in 2013 compared to 31 GW in 2012). The other 

main reason is policy uncertainty in many countries; this issue also depressed investment in fossil fuel generation 

in 2013. 
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2. Unsubsidised market in a number of countries 

A second trend of key importance is that “2013 brought a trickle of significant projects – many of them 

in Latin America but others in the Middle East and Africa – in which hundreds of millions of 

dollars’ worth of investment was being made in wind and solar without any subsidy support”. 

“Cost reductions and efficiency improvements enabled onshore wind and PV projects to be built in a growing 

number of locations around the world without subsidy support. Wind and PV may be able to out-compete fossil-

fuel options as long as there are plentiful local sunshine or wind resources, low capital costs, and no cheap, 

indigenous coal or gas feedstocks”. 

3. Asia and America gaining ground 

The regions gaining ground in 2013 were the Americas excluding the US and Brazil, with a 26% increase to $12 

billion, helped by positive trends in several Hispanic countries and in Canada, and Asia-Oceania excluding China 

and India, with a 47% rise to $43 billion. Japan was the biggest contributor to the latter move, as its solar boom 

helped to drive an 80% increase in renewable energy investment to $29 billion (excluding R&D). 

2013 was the first ever where China (at $56 billion) invested more in renewable energy than the whole of Europe 

(at $48 billion). 

4. Market recovery 

2013 brought a 54% recovery in clean energy share prices, stimulating equity raising by specialist companies on 

the public markets. 

The improved share price performance took place as many companies in the solar and wind manufacturing chains 

moved back towards profitability after the painful period of overcapacity and corporate distress in 2011-12. There 

has also been a deepening in the involvement of long-term investors such as pension funds, insurance companies, 

wealth managers and private individuals in the equity and debt of wind and solar projects. 

5. Growing share of renewable energy in the power mix 

Renewable energy excluding large hydro made up 43.6% of the new power capacity added in all technologies in 

2013 (same as 2012), and raised its share of total generation worldwide to 8.5% from 7.8%. Global energy-related 

CO2 emissions would have been some 1.2 billion tons higher but for this contribution.  

Source: UNEP-Bloomberg New Energy Finance, Global trends in renewable energy investment 2014 – Key 

findings, 7 April 2014 

 

 

 

 

HSBC’s Climate Change Index: Solar sector outperforming all 
other stocks (March 2014) 

 

According to a new HSBC report, solar stocks are outperforming all other sub-indices in the global stock market to 

deliver the best returns over the past fifteen months. After taking off in mid-2013, the 32 stocks in the global solar 

index monitored by global investment bank HSBC gained 65 % in value for that calendar year, and the index is 

already up 23 % in the first few months of 2014. 

The 2014 return-to-date compares to 4.6 % for the HSBC Global Climate Change Index, and 0.7 % for the MSCI 

All Country World Index, one of the key global benchmarks. 

The graph below shows the comparative performance over the last fifteen months: 
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HSBC says there are a number of reasons for solar’s strong showing: a combination of favorable policy initiatives 

in key markets, increased investment flows , and stabilization of prices of solar panels and attractive valuations. 

 

Grid parity 

The overriding theme, however, is that of grid parity. As HSBC notes, the price of solar continues to move further 

toward grid parity -- at utility scale, not just at the socket -- in many regions, making the technology more 

affordable and viable with less support from governments. That means it can continue to grow even when 

subsidies are finally removed. 

Between 2009 and 2014, HSBC estimates, the difference between the median levelized cost of electricity (LCOE) 

of solar and conventional coal has fallen by around 80 % (see graph below). This, it notes, is a global average, and 

even includes regions with poor solar resources. 

 

 

“HSBC equity research analysts believe that without considering the favorable effects of policies 

and supportive schemes, several states in the U.S. and markets in Europe have already reached 

retail grid parity.” 

It notes that Grupo Enerpro, a privately held Spanish company, developed and connected the country’s first 

unsubsidized 1-megawatt utility-scale solar project to the grid, and it plans to develop ten more projects in 2014. 

Source: HSBC, Climate Change Index (CCI), https://www.environmental-finance.com/content/news/solar-helps-

hsbc-climate-change-index-outperform.html 

 

 

 

https://www.environmental-finance.com/content/news/solar-helps-hsbc-climate-change-index-outperform.html
https://www.environmental-finance.com/content/news/solar-helps-hsbc-climate-change-index-outperform.html


 WWF  |  Global coal 2013-2014: the market has shifted    127 

Deutsche Bank report: Second gold rush begins for 
photovoltaics (January 2014) 

 

Deutsche Bank has published a new outlook for the future development of the global photovoltaic markets, 

entitled Let's start the second gold rush. The global bank assumes that PV demand will pick up in 2014 and 2015, 

potentially reaching 56 gigawatts in 2015. In 2014 the U.S, Japan and China will be the top PV markets according 

to Deutsche Bank’s analysts. 

In addition, according to the bank new markets could significantly contribute to the growth of the photovoltaic 

world market – such as India, South Africa, Mexico, Australia, the Middle East, South America and Southeast 

Asia. 

The growing competitiveness of solar photovoltaic is the main reason for its development. Deutsche Bank say 

there are already 19 regional markets around the world that have achieved "grid parity", meaning 

that PV solar panels can match or undercut local electricity prices without subsidy: California, 

Chile, Australia, Turkey, Israel, Germany, Japan, Italy, Spain and Greece, for residential power, 

as well as Mexico and China for industrial power. 

System prices for photovoltaic systems will continue to fall, according to the outlook. In addition, business models 

will increasingly prevail beyond feed-in tariffs. The financing of photovoltaic projects this year would be facilitated 

again, write the analysts, with both companies in the downstream as well as the upstream sector to benefit from 

the new boom. Deursche Bank expects that manufacturers will lie down similar capacity jumps as between 2005 

and 2007.  

Source: Deusche Bank, Let's start the second gold rush, 8 Januray 2014, http://www.pv-

magazine.de/nachrichten/details/beitrag/deutsche-bank--zweiter-goldrausch-fr-photovoltaik-

beginnt_100013647/ 

 

 

 

 

Citi research: $5.7 trillion renewables oppportunity 
(September 2013) 

 

Citi published the research The $5.7trn Renewables Opportunity That Still Remains: 

It says that wind and solar investments face two limits: energy security (lack of electricity reliably) and integration 

costs (investments in grid expansion).  Still, it says “In our analysis we make predictions about where 

these economic limits lie and find that there is still about $5.7trn worth of investment left until we 

reach these limits”. 

“U.S. and China have large potential but average economics, while Japan is the perfect mix — China and the US 

offer huge potential given the massive size of their electricity markets, though this is offset by the attractions of 

alternatives (e.g. shale) and low electricity prices, which make competition tougher for unsubsidized renewables. 

Japan, however, has the right mix of potential and economics due to poor availability/high costs of substitutes and 

the recent Fukushima disaster, alongside attractive subsidy schemes for renewables. 

“Other attractive regions include Latin America, Canada, Australia and Africa — For solar we 

show that Latin America, Australia and Africa are attractive geographies, while Latin America and 

Canada offer most potential for wind”. 

Source: Citi, Citi Climate Change Universe - The $5.7trn Renewables Opportunity That Still Remains, 19 

September 2013 

 

 

 

http://www.pv-magazine.de/nachrichten/details/beitrag/deutsche-bank--zweiter-goldrausch-fr-photovoltaik-beginnt_100013647/
http://www.pv-magazine.de/nachrichten/details/beitrag/deutsche-bank--zweiter-goldrausch-fr-photovoltaik-beginnt_100013647/
http://www.pv-magazine.de/nachrichten/details/beitrag/deutsche-bank--zweiter-goldrausch-fr-photovoltaik-beginnt_100013647/
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