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Historically, bottlenecks in the supply chain of coai to World markets tend to be short lived. 
This situation is unlikely to charige over the long haul, however there will be circumstances 
that will provide hurdles from time to time resulting in changes to trade flows and impacting 
on the market. Who knows what will occur in the five months which will pass between 
when this paper is written and the date ofthe conference. ln broad terms I see the following 
developments in the period to 20 l O: 

-• lmported metallurgical coai demand increasing at 1.5% per annum to about 213 
million tonnes in 2010. 

• Within this segment the demand for coai for PCI purposes will increase ata rate of 
3% per annum and reach a figure of 42 million tonnes by 20 l O. 

• The coais for coke oven blends will increase at a rate of 1.1 % per annum to about 
171 mill ion tonnes. • At least in the next five years the growth in demand is likely to be for the medium 
and low volatile coais. 

• We forecast that US exports ofmet coai will decline to less than 20 Mtpa. However 
the US industry clearly has enormous potential capacity and any slump in domestic 
demand can free coai for the export market. An interesting factor limiting the ability 
of the US industry to expand short term seems to be the age pro file of employees and 
resulting shortage of young experienced miners. 

• Recent and planned closures in Canada will reduce that country's export capacity, 
however the major companies that continue to operate will be competitive suppliers 
ofmet coai. 

• China is the wild card in the coai market for both met and thermal coai. Barlow 
Jonker has been studying the Chinese industry in detail in 2000 and this work should 
provide some leads as to the future . ln the past export capacity has been limited by 
the capacity of infrastructure and exporters have concentrated on supplying Japan. 
The country has coai of excellent quality and with Capesize loading facilities now 
available there is scope for China to supply distant markets. 

• Austral ia will remain the largest supplier of export met coai. It can with comparative 
ease increase total met coai exports from 101 Mt in 2000 to at least 130 Mt by 2010. 

• Mines are a bit like the deck chairs on a liner in that different people sit in them from 
time to time. These have been many changes to ownership in the last couple ofyears 
but the sarne mines go on producing and have new projects join them from time to 
time. Such a situation will go on. The interesting thing to watch will be the marketing 
strategy ofBHP Billiton and Anglocoal in whose hands rests a very large proportion 
of prime quality export met coai. 

Seaborne metallurgical coais, supply & demand issues. 

1) Overall Demand 
The current seabome metallurgical coai trade is almost completely dependent upon iron and steel 
production in the wot ld outside Central & Eastem Europe, the C.I S. (Forrner USSR), North 
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America and China. The growth in Chinese steel production will not be accompanied by increased 
impor! demand for coking coai as domestic coai resources are large and of good quality. Internai 
growth in demand in China for coking coai has in the past curbed the growth in exports úf coking 
coai. ln recent years instead of increasing coking coa i exports the country has rapid ly been 
increasing its coke exports. becoming the larges t exporter in thc world at 15 Mtpa of coke. 

The majority of grow1h in the seaborne met allurgical import coai dcmand will ari se in the following 
countries. 

• Korea and Taiwan. 
• Other Asia, particularly in lndia. 
• South America. particularly Brazil, 
• Germany. particularly after 2005. 

The import demand for metallurgical coai has been placcd in two broad categories. being: 
a) coai for lhe coke oven blcnd , and 
b) coai for pulveri sed coai injection (PCI) ofthc blast furnace . 

Coke oven blend, or coking coa i thereforc includes semi . soft. and hard coking coai. Therma l coai 
used for Corex plants has 1101 been included in thesc estimates because of the rdatively low 
volumes. A summary of current and projected trends in meta llurgica l coa i imports is presented in 
Table 1, whilst Tables 2 and 3 show the PCI coai and blend coai trends which make up the total 
metallurgical coai trade. 

Table 1 -lmportcd Mctallurgical Coa i Dcmand per Rcgion (Mt). 

1985 1990 1995 1999 2000 2001 2005 2010 
Rcl!ion/ Arca Forecast 
North Asia 83 91 96 97 103 96 97 90 
Other A sia 3 7 12 10 13 15 19 25 
European Union 40 44 40 40 .J 3 4.J 43 49 
- 12 
Other Europe 17 19 17 16 16 17 17 17 
Mid . East/ Africa 5 6 8 9 10 11 12 16 
America/Pacilic 17 17 20 22 ~' _ j 2.J 26 28 
Total 166 183 194 194 207 207 214 225 
Seaborne trade 144 165 172 174 184 190 200 213 

Thc projections show· that the seaborne trade in metallurgical coais o ver the period 2000 to 20 1 O 
will grow ata rate of 1 .5% p.a. Thc mctallurgical coai impnrts can be split into PCI impo11 s and 
coke oven blcnd coais as per the following two tables. 

Presen1ec.J a, lhe I ' ' i111crna1iunal M ee ting on lronma~ ing. 13do l lurizontc. Br3Lil 

66 



Tahlc 2 - lmportctJ PCI Coa i DemantJ hy Rl·~ion (MI). 

l{L·ciun 1'1'111 1 <jl)'I 2000 20111 2005 20111 
pru\ . hin: Forc FurcLast 

l.'.a " t ..:ast 
Nunh A,i a 1355 1-1.71 1 :i .7h Ih 1•1 2U 
<) tlh.' í A,n1 cu 0.5-1 0 .7') 1 2 ·' - ~ 
l l i 12 7.117 X . .17 X.X 1 l) 'i 12 
U thcr Lurt1r1<· ll .h5 11.73 O.XX 1 1 1 
M iJ . l.a, 1 Nth ,\I nca 11 .i,5 0.7X 0.'17 1 1 1 
A11h.·rii.:a ... Pa,.: 1li 1. :! .O) .:! .')) 3 .8~ -1 -1 -1 
l'C I C OAI. TOT.\L 2-1 .27 2X.OX 31 .06 32 37 -1 2 

The se:.iho rne l'C I cua l lraJe is projcc1ed l,, grnw al 3 .0% p .:.t. nwr 1he reri,,d 2000 to 2010 . 
N u1e that 1he ca tegor~ rvtiJdlc 1-:ast.'North .'\frica rcprescnt s one cuunt r~ 0 11ly. Tu rkey . \\ ith u tht:r 

coun1rics in thi s rc·gi o n nu t i111porti11g l'C I coais. 

T.ihlc 3 -lmporkt! Cokc Onn BlentJ Coa i DemantJ per Rei.:iun (1\11). 

H.l·cion 1')')8 l 'l'll) 2000 2(1111 2005 20 10 
prov. Force Fun:l'. Fu rc.:c 

ast asl a:-.1 

Nurth A ~ia 8-U 82 .-1 87 80 7X 70 
iit/1,•r .-l, i, 1 10.5 Ili 11 .7 1 .j 17 " --
1 11 12 J:i .:i 3 1 .:, 33.--t 37 33 37 
( >lh1.:r I · urnp1..• 15.7 15.2 1-1 .-1 l ó 16 l ú 
Mu.l . l: ast ' Nth Africa X.7 8. 1 9 <) 11 15 
Amt.·rica~ Pal..· itic 18.7 19 19 18 21 2-1 

Tutal 173 .3 166 175.8 17.1 178 18.1 
St..·:1 horru.· 15-1 .7 1-1 5.-1 153 I S7 163 171 

T he seabornc· cllking blcnd coai traJc i s prnjccted l o grow at 1.1 % p .a. over the peri ud 2000 l o 

20 10 . 

Thc li.., ll o wing lahlcs set out hi stu rical and forccast d em anJ for mctallurg iea l coa i by VM ty pe . 

Tah lc ~ - 1 mnort demamJ hY coa i l)'J)e. 
Demand for imoorted Metalluroical Coai bv VM tvoe for each reoion . 

M1ll1on tonnes HV MV LV 
1995 1995 1995 1995 

Req1on/Area 
North Asia 95.80 23.44 41 .23 31 .13 
Other Asia 12.17 0 .75 5.88 5.54 

European Union -12 40.23 6 .63 16.19 17 41 
Other Eu rope 17 32 1.42 9.29 6 .60 

M1d. EasUAfnca 8.21 0.47 4 .67 3.06 
America/Pacific 20 43 4 .60 9.97 5 .86 

Total 194.15 37.31 87.24 69 .60 

Demand for imported Metallurgical Coai by VM type for each region . 
Mill1on tonnes provisional HV MV LV 

2000 2000 2000 2000 
Reqion/Area 
North AsIa 102.494 29 .15 44 .54 28.80 
Olher Asia 12.82 1.02 6 .20 5 .60 

European Union -12 42.596 8.13 16.33 18.14 
Other Europe 16.239 1.44 8.68 6 .11 

Mtd EasUAfrica 9.84 0.70 5.73 3.41 
America/Pacific 22.847 5.33 11 .07 6.46 

Total 206.836 45.78 92 54 68.52 
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Demand for imoorted Metallur11ical Coai bv VM tvoe for each re11ion. 
Milhon tonnes HV MV LV 

2005 2005 2005 2005 
Reaion/Area 
North Asia 96.49 26.59 42 .56 27.34 
Other As1a 19.8 2.07 10.07 7.66 

Eurooean Union -12 42.76 8.73 16.51 17.52 
Other Eurooe 17.2 1.71 9.14 6.35 

Mid . EasUAfnca 12.0 0.88 6.97 4 .15 
America/Pacific 26 .1 5.87 12.64 7.58 

Total 214 .35 45.85 97.91 70.60 

Growth in demand in lhe next 5 years will be in medi um and low vo latik matler coai. with high 
volatik matler coai dcmand approximatt:ly unchanged. 

2. But by whom and how will this coai be supplied? 

Thc USA is a rt:luctant exporter, with exports likely to declim: by 5 to I O Mtpa. 
Canada is working hard to contain tosses in export capacity. and seabome exports are expected to 
decline by 3 to 4 Mtpa. 
Australia can and will expand to balance supply tosses elsev.-·here .. 
China could become a new supply force atier 2005. going from 5 Mtpa in 2000 to 15 Mtpa by 20 1 O. 
Poland and Russia will remain landborne exporters to m:ighbouring countrics. 

The USA. 
Regardless of the statc of the US domestic stecl industry. US domestic priccs are now related to the 
demand for low sulphur bituminous coais, so called compliance coais. in the power industry. 
Following the recent drastic power shortages in California and the election of president Bush a lew 
months ago it has become clear that coai fired electricity supply will be boosted with new power 
stations and that low sulphur metallurgical coai s will obtain a price premi um domestically which 
makes exports at prices less than US50/tonneFOB vessel uninteresting and uneconomic. ln 1999 
and 2000 seabome exports were just over 25 Mtpa and this is expected to remain a ceiling levei of 
exports with the likelihood that these will decline into a 15 to 20 Mtpa range. However ifa slump in 
domestic demand will occur then the USA has the mine. rail and port capacity to double exports 
within a lew months. 

Canada. 
The 1999 and 2000 closures of Smoky Ri ver, Gregg Ri ver and Quintette mines. coupled with the 
planned closure of Bullmoose and Cardinal Ri ver after 2002, will representa closure of export 
capacity of 11 Mtpa by 2003. No new projects are planned to start up with the only significant 
potential project. Cheviot, deferred indefinitely. However increased production at Fording Ri ver. 
Elkview and Line Creek will be adding 7 Mtpa of export output. Canada in the years ahead will 
thercfore be exporting at approximately 3 to 4 Mtpa less than in the late nineties. We estimate that 
seaborne exports will levei out ai 27 Mtpa. 

China. 
China, as a country, has the largest known coai· resources in the world . The coai resources range 
from anthracites to the full range of coking coai s (low. medi um. and high volatile matter). The 
country' s exports over lhe p&st decade have been spasmodic and of variable quality. The 
construction of rail and port infrastructure will assist the country·s expor! industry. Quality control 
at mines, new washery capacity and ·improved mining equipment will assi st in improving quality 
consistency. ln recent years Chinese coking coai exports have been restricted to the Japanese and 
Korean markets, never exceeding 5 Mtpa. ln recent years the monopoly supply position of CNCIEC 
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has been broken and individual provincial coai bureaus are now exporting coai. We expect that this 
increased competition and the ability to Joad Cape size vessels will expand the economic markets 
for the Chinese exporters. 

Australia. 
The underground coking coai mines in New South Wales, shipping via Port Kembla, are not 
expected to increase exports. The growth in exports ofhard coking coai will come from the Bowen 
Basin in Queensland. 
Based on known mine capacities, mines under development and development plans the following 
coking coai export capacities are estimated for Australia. Note that 1998 and 1999 data are actual 
exports, not capacities. High costs in southem N.S .W. are the reason that the large capacity of8.I 
Mtpa is only used for about 50%. With current prices actual hard coking coai exports from N .S.W. 
are expected to be less than 4 Mtpa. 

Table 5 - Sunoly potential from Au·stralia by coking coai typc. 
Coai type 1998 1999 2000 2001 2005 2010 

Exports Capacity -<> 
Mt Mt Mt Mt Mt Mt 

NSW hard/semi-hard 4 .1 4.0 4 4 4 4 
QLD hard/semi-hard 60.5 68.7 77 81 91 100 
Total hard/semi-hard 64.6 72.7 81 85 95 104 
NSW semi-soft/PCI 17.4 19.6 20 24 25 26 
Total AUS 82.0 92.4 101 109 120 130 

3. Cost competitiveness. 
The following table shows estimated landed costs to major metallurgical markets for Australian, 
USA and Canadian exporters based on average sea freight rates and weighted average FOB mine 
costs. 

T bl 6 1 d. a e - n 1cat1ve e ompara ave an e os s - er f L d d C t USS P T onne 
Origin Weighled Average FOB Cash C& F Weighted Av~. Cash C&F Weighted Av~. Cash 

Cosi <US$/I) Cosi (US$/tl Cosi <US$/tl 
/ Japan Brazil, Europe (ARA) 

Austral ia 22.40 31.65/28.90 39.90/34.90 
Canada 32.00 42.25/39.50 49.75/46.00 

USA East Coast 39.52 59.52/na 47.27/45.52 

No1e 1 :-The fo/lowing exchange rales were used in lhe conversion of Australian and Canadian 
dol/ars 10 US dollars: A$l =US$0.58,C$ l =US$0.68 
No/e 2: The lable shows C&F cash cost respectively for Panamax and Cape size vesse/s. 

4. Demand supply balance. 
The following table shows forecast metallurgical supply to 2010 to match forecas t import demand. 
No expansions are forecast for Canada and the USA, because of their inability to compete with 
Au_stralia at current prices. 

a e T bl 7 - Actual and F orecast s u>0lyo fS eaborne M etallurgical e oalt o 2010 (Mt) 
Country 1999 2000 2005 2010 
Austral ia 92 101 116 125 

USA 25 26 22 23 
Canada 29 27 27 25 
China s 6 10 IS 

South Africa 3. 3 3 3 
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lndonesia 6 6 6 6 
Other 13 14 16 16 

Total Su 173 184 200 213 

5. Mergers and acq uisitions in the Australian coai industry. 
ln the past few years mergers and acq uis itions have bcen s ignificant in the A ustra lian coai industry. 
ln the meta llurgica l industry new companies have emerged. such as Anglo Coai, Rio Tinto. RAG 
and Wesfarmers. while others have exited the industry. such as ARCO. She ll. Sumi to rno 
Corporation, QCT Resources. A comparison of mine ownership in 200 1 versus 1999 is presented in 
the table below. 

a e T bl 8 - Meta ll un.?ical coa i exoorts f rom Q ucenshrnd, mana2cd ocr comoany. 
Company 1999 1998/1999 200 1 2000/200 1 

No. of mines Exports (M t) No . of mines Es1i111ated 
Ex ports (M t) 

BHP 9 35 li 36 
M.I.M. 3 7. 1 4 9 

ARCO 2 I. 9 o o 
S hell 4 6.7 o o 
QCT Reso11rces 3 4.5 o () 

S11mitomo Corp. I 2.1 o o 
Rio Tinto o o 2 6 
RAG o o 2 6.5 
A nglo Coai o o 4 9 
Wesfarmers o o 1 3 
Compames wh1ch have ex 11ed the industry are in bold italics . 
Note that only 2 companies. BHP and MIM. remain fro111 1999. Four companies have exi ted and 
four have entered. 
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