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WORLD COAL MARKET DEVELOPMENTS 

Preliminary figures for global hard coal production show a historic high of 6.7 bn 

tonnes of coal. Since 1990, coal production almost doubled, with China accounting 

for most of this growth.  The country now produces half of all global coal production. 

 

Seaborne hard coal trade in 2011 totaled 878 Mt of which 653 Mt of steam coal and 

225 Mt of coking coal.  

 

The 10.1% rise in US exports was a highlight of 2011, showing the flexibility of US 

producers and shippers, but also reflecting the weak domestic market for coal in the 

US given that natural gas prices fell below 3 US$/mmBTU by year end.  Alongside 

Colombia, the US was once again a swing supplier into the lackluster Atlantic market 

where the on-going Eurozone crisis and growth in subsidized renewable generation 

dampened coal demand.  Nevertheless, coal remained competitive in Europe given 

strong gas prices. 

 

In the booming Pacific market, China overtook Japan to become the world’s largest 

coal importer – respectively importing 183 Mt and 175 Mt.  Japanese coal imports 

were weaker by 5.1% in 2011 following March’s destructive earthquake and tsunami 

which damaged over 7 GW of coal-fired power plants along with port and rail 

infrastructure.  In India, a strong rupee boosted demand for steam coal imports 

which reached a new high of 85 Mt, in addition to 33 Mt of coking coal.  Australia 

exported 281 Mt of hard coal (including 148 Mt of steam coal), behind Indonesia 

whose exports increased 11% to reach 323 Mt.  With freight rates at very low levels, 

Asian buyers took advantage of the low CV sub-bituminous coal on offer from 

Indonesia.   

 

By the end of 2011, loaded prices for coal in Australia were higher than the delivered 

price to the ARA ports of Amsterdam, Rotterdam and Antwerp, reflecting just how 

much stronger the Pacific market has become compared with the Atlantic market.  

Although volumes dropped in 2011, the coal swaps market remained liquid and 

offers both buyers and sellers a means of hedging risk. 

 

The Pacific and Atlantic markets were once linked by South African exports which 

flowed into both markets.  However, South African deliveries to Europe have 

dwindled as the closer Indian market is now more attractive.  This means that 
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Colombia and Russia now determine the linkage between the Pacific and Atlantic 

markets, resulting in a far more complex price relationship. 

 

World crude steel production rose to a record 1,527 Mt in 2011, an increase of 6.8% 

on 2010, with strong growth in Turkey, South Korea and Italy.  China’s output grew 

8.9%, cementing its position as the world’s largest producer with 45.5% of global 

output.  Notable changes in the related coking coal market were lower exports from 

Australia (-24 Mt), because of flooding in Queensland during the early part of 2011, 

and from Russia (-2 Mt), which were compensated for by higher exports from, above 

all, the US (+11 Mt) and Mongolia (+7 Mt) where overland coal exports to China 

increased to 21 Mt of mainly coking coal. 

 

COAL PRICES 

Coal prices at northwest European ports peaked in the summer of 2008 before 

dropping significantly on account of the global economic crisis.  Since then, prices 

have seen a recovery to reach the relatively high levels of 120-130 US$/t during H1 

2011, before falling during the second half of the year to 100 US$/t because of an 

unseasonably warm start to the winter and hence a build-up of stocks. 

 

Spot prices for US low-volatile coking coal averaged 280 US$/t FOB in 2011, with 

prices lifted by the tight Australian supply.  Prices are now mostly contracted on a 

quarterly basis, but an emerging spot market is becoming more important.  The weak 

US dollar again made US coking coal imports attractive in Europe.  Being traded in 

relatively low quantities, the coking coal market will inevitably stay volatile and 

unpredictable, often with a delayed response, as was observed following the 

Queensland floods – many customers will draw down stocks when prices are high, 

before negotiating new contracts once prices have subsided. 

 

Spot prices for coke remained very high, reaching 500 US$/t CIF ARA during H1 2011, 

but falling to 395 US$/t by year end. 

 

FREIGHT RATES 

Sea freight rates in general remained very low in 2011, with shipping companies 

barely covering their marginal operating costs.  The Baltic Dry Index hovered 

between 1,000 and 2,000, compared with peaks above 10,000 in 2007 and 2008.  

Surplus fleet capacity and rising fuel costs led operators to experiment with slow-

steaming on some routes.  Rates are likely to remain depressed in 2012 as new vessel 

deliveries are again forecast to exceed scrap pages.  Based on the current order 

book, and assuming some cancellations, the Capesize fleet could grow from 

245 million DWT to 275 million DWT in 2012. 

 

Freight rates from South Africa to ARA, which was once a very important route, have 

fallen to around 9 US$/t and are often no longer correlated to the API2-API4 spread.  

Indeed, during 2011 this spread turned briefly negative, suggesting that coal was 

worth more at Richards Bay than at European ports. 
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CARBON PRICES 

Low and volatile allowance prices under the EU Emissions Trading Scheme (ETS) were 

the subject of much debate during 2011, especially towards the end of the year 

when prices fell to around €8/tCO2.  Whilst these low prices reflect that emission 

reduction targets are being met, they offer little or no incentive for operators or new 

entrants to invest in low-carbon technologies such as CO2 capture and storage.  This 

has led to calls by the European Commission, European Parliament, NGOs and even 

some industrialists for a “one-off” intervention in the market to boost prices.  This 

would be unwelcome and would discredit the scheme as an efficient market-based 

instrument to reach emission-reduction objectives that have been agreed at the 

highest political level. 

 

Phase I of the ETS ran for a three-year period from 2005 to 2007.  Prices collapsed 

close to zero when the market assessed that there would be an oversupply of 

allowances.  At the start of Phase II in January 2008, prices recovered and peaked at 

around €28/tCO2 in mid-2008, only to collapse again as the global economic crisis 

and a reduction in demand by industrial sectors saw companies sell their surplus 

allowances.  Prices fell to as low as €8/tCO2 and although they recovered to around 

€15/tCO2 for much of 2009 and 2010, they weakened again during the course of 

2011 to new lows. 

 

 

EUROPEAN COAL MARKET 

  2011 (1-12) 2010 (1-12) 

  Mt = t Mt = t 

Domestic hard coal production 129.5 133.7 

Hard coal imports** 198.1 182.3 

Lignite production 425.6 396.8 

Total 753.2 712.8 

** including coke 

 

EU hard coal production in 2011 slightly declined to 129.5 Mt, whilst the lignite industry 

enjoyed an increase in output of almost 29 Mt across Member States to 425.6 Mt.   

 

 

HARD COAL 

 

 2011 (1-12) 2010 (1-12) 

 Mt = t Mt = t 

Bulgaria   2.4   2.1 

Czech Republic 11.3 11.7 

Germany 13.0 14.1 

Poland 75.7 76.6 

Romania   2.2   2.2 

Spain   6.6   8.8 

United Kingdom 18.3 18.2 

Total 129.5 133.7 
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In Poland, hard coal production totaled 75.7 Mt. Hard coal exports reached some 

15.5 Mt. Many companies struggled with problems; that’s why extraction fell. 

Employment stabilized, after several years of decline. Currently, the Polish hard coal 

industry employs almost 114,000 people. 

 

Increasing coal imports and declining exports mean that Poland has less money to 

invest in modernization, which could become a problem in the years to come. 

Private investors are therefore being attracted in order to continue the 

modernization process. 

 

 

In Germany, driven by the agreement on closure of hard coal mines by the end of 

2018, hard coal production decreased as foreseen by another 1 Mt. Beforehand, this 

plan had been examined very closely and can now be implemented as planned, in 

agreement with state aid legislation. It is no longer possible to reverse the closure 

procedure. Accordingly to the plan, the remaining five hard coal mines will be 

closed step-by-step and production will go down further. The next closure will be mid 

2012 at the Saar mine, the last mine in this traditional mining area. 

 

 

In the United Kingdom coal burn went up by 0.8%. Coal had a total share in power 

generation of 30%, gas 40%, nuclear 19% and renewables 11%; there is hardly any 

hydro in the UK. Looking at monthly power generation we can see that gas use 

increases in summer when it is cheap and that coal is rather burnt in winter.  

 

Hard coal imports remained stable, accounting for some 63% of total coal 

consumption. Major source is Russia with some 24% of total consumption, followed by 

Colombia (16%) and the US with 12%. Poland now delivers more coal than South 

Africa.  

 

UK Coal announced the closure of Daw Mill colliery in 2014, the largest mine in the 

UK. UK Coal argued that this was necessary to address weaknesses with UK Coal 

structure. It is possible that production can continue, if a reasonable agreement is 

found to make operations more efficient and reliable. The IED and national climate 

policies in general threaten the future of coal-fired power plants in the UK. Existing 

power plants will have to close over the next decade and there are no plans for 

replacement or new constructions, apart from the CCS demonstration programme. 

The government remains committed to 4 CCS demonstration projects (also including 

gas) and £ 1 bn for funding plus feed in tariffs. 

 

 

In Spain, production increased by 2.2 Mt. Due to the economic crisis, electricity 

demand fell in recent years. The large growth of renewables, which have priority 

over all other sources, made electricity very expensive. 

 

The Royal Decree entered into force in March 2011, with a significant delay, but 

allowed the increase of coal-fired power generation by 17%. In order to be able to 

continue extracting domestic coal, the industry will have to reduce costs. For the first 

time in 2011, state aid has been reduced (by 10%) and domestic coal producers 

were able to raise prices by 10% – signs that Spanish coal can become competitive.  
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Italy increased steam coal imports by some 7%, totalling 17 Mt in 2011 and coking 

coal by 37%, totalling 7 Mt. As Italy depends for 60% on imported natural gas for its 

power generation, the government is expected to recognize the strategic 

importance of a balanced energy mix to boost economic growth, where coal 

generation would have an important role.  

 

Steel production increased by 30% to 25.8 Mt, recovering from the 2010 losses. Italy 

remains herewith the second major steel producer in Europe.  

 

 

Imports to Austria remain stable at about 3.8 Mt, of which 2 Mt coking coal and 1.8 

Mt steam coal to fire the 3 power units. 

 

 

Imports to the Netherlands totalled 11.7 Mt of which 3 Mt coking coal and 8.7 Mt 

steam coal. There are very ambitious CCS projects going on in the Netherlands but 

the CCS legislation is still not in place. And it is possible that coal could be replaced 

in these projects by gas. 

 

 

Belgium just recently published its 2010 figures which are not really in line with our 

own estimates, based on industry consumption. Some 1.5 Mt of steam coal have 

been burnt for power generation, new projects are currently planned by Electrabel, 

but unfortunately only in Germany and the Netherlands, as the Belgian political 

environment is hostile to coal. Coking coal was mostly used by Arcelor in Liège. 

Another 0.5 Mt of coal was used for domestic purposes which makes a total of some 

4 Mt of coal imports to Belgium. 

 

 

LIGNITE 

 

 2011 (1-12) 2010 (1-12) 

 Mt = t Mt = t 

Bulgaria   34.5   27.2 

Czech Republic   46.6   43.8 

Germany 176.5 169.4 

Greece    56.8   56.4 

 Hungary      9.5     9.1 

Poland   62.8   56.3 

Romania   32.0   27.7 

Slovak Republic     2.4     2.4 

Slovenia       4.5     4.5 

Total 425.6 396.8 

 

 

In Germany, lignite accounts for 38.5% of total domestic energy output and for 11.7% 

of primary energy consumption. 25% of electricity is generated from lignite. German 

lignite consumption increased by 4.2% in 2011 reaching 176.5 Mt. The production of 

industrial products from lignite and briquettes also increased.  

 

Power generation from lignite totalled 153 bn kWh making an important contribution 

to Germany’s power supply. Last year again showed that renewables cannot deliver 
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constant electricity and that in times when there is no wind, nuclear and lignite-fired 

power plants clearly take the relief, assuming that gas and hard coal prices are high.  

 

 

In Greece lignite production fell dramatically in 2010 due to the economic crisis, but 

also due to the weather conditions which were not favorable for lignite 

consumption. Nevertheless, in 2011 lignite production recovered slightly and is 

expected to further increase in 2012. Lignite production is expected to stabilize at 

some 60 Mt per year in the future. The very competitive price of domestic lignite still 

makes lignite the preferred choice for industrial consumers compared with other 

fuels. 

 

Looking at the Greek interconnected electricity system, the contribution of lignite in 

2011 was some 55.2%. In 2011 Greece consumed about 27.6 TWh of electricity 

produced from lignite.  Even though the share of gas is expected to rise due to 

political decisions, the share of lignite is expected to remain stable. 

 

 

In Poland, lignite production for 2011 increased to 62.8 Mt. There was increased 

output at Konin, while a second pit is in operation at Bełchatów. In September 2011, 

lignite production started at Tomisławice. This new open pit belongs to the Konin 

Lignite Mine and the reserves of 50 Mt are expected to last until 2030. 

 

The Bełchatów and Turów mines belong to the vertically integrated, partly privatised 

power utility PGE SA. The Konin mine produces some 15 Mt per year and the 

Adamów some 5 Mt.  Both are currently offered for sale by the government.  

 

In September 2011, PGE started the operation of a new 858 MW power unit at the 

lignite-fired Bełchatów power plant. It is the most modern unit in Poland with an 

efficiency of 42%. 

 

 

In Bulgaria, the National Assembly adopted the Energy Strategy until 2020, consistent 

with current European energy policy and allowing to further exploit the country’s 

coal reserves, meeting environmental requirements.  Power plant modernization and 

retrofitting will be followed by the introduction of mandatory CCS for new power 

plants. 

 

In June Mini Maritsa Iztok EAD opened its new 670 MW power plant AES Galabovo, 

fully equipped with modern SO2 and NOx abatement technologies. The power plant 

will use some 30% of the total lignite output of MMI and will account for some 9% of 

the country’s total installed capacity. The construction of FGD installations at Unit 5 

and 6 of Maritsa East 2 TPP were completed and one power plant was sold to the US 

company ContourGlobal. 

 

In 2011, Mini Maritsa Iztok EAD produced 92% of the total indigenous coal production 

(33 Mt) and in 2012 this production will reach 32.6 Mt. 

 

 

In the Czech Republic lignite is extracted by three companies and production 

increased by 3 Mt, reaching 46.6 Mt. The country is very much involved in power 

plant modernization; currently four blocks of the lignite-fired power plant Tusimice are 
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being upgraded. The modernization of three further units will start this year at the 

lignite-fired power plant Prunerov. A new 660 MW coal-fired power plant is being 

built in Ledvice with an efficiency of 45%.  It will be capture ready. All three projects 

are operated by CEZ. Further to these projects, the Czech Coal Group also plans the 

construction of a 660 MW lignite-fired power plant with an efficiency of 45%. The 

power plant could go into operation in 2021. 

 

 

In Hungary, annual lignite output is expected to stay stable for the coming years at 

around 9 Mt. From 2013 onwards, lignite output will depend on the price of CO2. 

Looking at domestic power supply in 2011, the installed capacity amounted to some 

9,300 MW and gross power supply reached 42.9 TWh, of which some 15% was 

imported. The largest share went to nuclear with 44.3%, followed by gas with 27.1% 

and coal with 18.7%. 

 

 

In Slovakia, coal production stayed at the same level in 2011 at 2.4 Mt. HBP 

increased production as planned by 1% and is expected to maintain it at 2.1 Mt/year 

from 2012 onwards. HBP has continued extraction from the new underground field XI 

in Novaky Deposit and Novaky Licensed Mining area and did some exploration 

works in the areas around Handlova and Cigel. 

 



TABLE 1

World Market Price evolution (Coal, Coke, Freight, Crude Oil)

MCIS Steam Coal Marker Price (7000kcal/kg)

Jan Feb March Apr May June July Aug Sept Oct Nov Dec
cif-NW Europe
Steam Coal 2010 109.90 91.23 86.80 87.97 105.79 106.00 108.87 110.53 106.61 112.09 122.96 137.12
(US$ / tce) 2011 150.28 142.50 140.78 147.96 148.00 142.30 142.45 147.21 146.34 138.51 137.17 130.19

Steam Coal 2010 77.01 66.66 60.82 65.62 84.19 86.82 85.26 85.73 81.59 80.65 90.01 103.72
(EUR / tce) 2011 112.48 104.41 100.56 102.45 103.14 98.90 99.87 102.63 106.27 101.06 99.28 98.79

Source: VDKI, Mc Closkey

fob-China
Freight Rates (USD /t)

R Bay/Rotterdam 2010 14.24 12.20 12.28 12.41 14.78 13.36 8.60 10.24 11.84 14.19 13.40 11.11
(Capesize) 2011 9.25 8.71 9.38 9.61 9.79 10.79 10.03 10.04 13.10 13.13 12.43 12.78

Newcastle/Rotterdam 2010 24.53 21.91 22.39 22.23 26.26 25.24 15.20 17.59 21.54 25.18 23.53 19.48
(Capesize) 2011 16.56 15.95 17.98 17.49 17.18 17.84 18.05 18.58 22.39 23.57 23.69 24.55

Bolivar/Rotterdam 2010 15.78 14.61 14.66 13.54 18.74 16.03 9.79 12.94 14.71 17.66 15.38 12.81
(Capesize) 2011 9.19 8.54 10.13 10.17 9.60 10.91 11.10 11.72 15.05 16.17 15.37 15.48

Source: VDKI, Frachtcontor Junge & Co.

Currency Rates

EUR/USD 2010 0.70 0.73 0.74 0.75 0.80 0.82 0.78 0.78 0.77 0.72 0.73 0.76
2011 0.75 0.73 0.71 0.69 0.70 0.70 0.70 0.70 0.73 0.73 0.74 0.76

ZAR/USD 2010 7.46 7.67 7.41 7.36 7.65 7.65 7.55 7.30 7.14 6.92 6.98 6.82
2011 6.93 7.19 6.92 6.73 6.86 6.80 6.80 7.08 7.56 7.97 8.16 8.18

AUD/USD 2010 1.09 1.13 1.10 1.08 1.15 1.17 1.14 1.11 1.07 1.02 1.01 1.01
2011 1.01 0.99 0.99 0.95 0.94 0.94 0.93 0.95 0.98 0.99 1.00 0.99

Source: Exchange rates download center

Crude Oil (USD/Barrel)

Crude Oil 2010 76.01 72.99 77.21 82.33 74.48 72.95 72.51 74.15 74.63 79.86 82.83 88.56
2011 92.83 100.29 109.84 118.09 109.94 109.04 111.62 106.32 107.61 106.29 110.08 107.34

Source: OPEC Basket Prices



 

TABLE 2

EU CRUDE STEEL PRODUCTION

COUNTRY

2011 (1-12)                     

Mt

2010 (1-12)                     

Mt

Austria 7.5 7.2

Belgium 8.1 8.1

Bulgaria 0.8 0.7

Czech Republic 5.6 5.2

Finland 4.0 4.0

France 15.8 15.4

Germany 44.3 43.8

Greece 2.0 1.8

Hungary 1.7 1.7

Italy 28.7 25.8

Luxembourg 2.6 2.6

Netherlands 6.9 6.7

Poland 8.8 8.0

Romania 3.8 3.9

Slovakia 4.2 4.6

Slovenia 0.6 0.6

Spain 15.6 16.3

Sweden 4.9 4.8

United Kingdom 9.5 9.7

Others 2.0 2.0

EU-27 177.4 172.9 29.0

Source: IISI



TABLE 3

EU Hard coal and lignite production and consumption

COUNTRY
1-12 2011         

Mt

1-12 2010         

Mt

1-12 2011         

Mt

1-12 2010         

Mt
Bulgaria * 2.4 2.1 2.2 1.9

Czech Republic 11.3 11.7 3.5 3.8

Germany 13.0 14.1 11.3 12.1

Poland 75.7 76.6 73.2 73.8

Romania 2.2 2.2 2.2 2.2

Spain 6.6 8.8 9.6 6.5

United Kingdom 18.3 18.2 16.5 16.4

EU-27 129.5 133.7 118.5 116.7
* brown and black coal

** only hard coal producing countries

Lignite production

COUNTRY
1-12 2011         

Mt

1-12 2010         

Mt

1-12 2011         

Mt

1-12 2010         

Mt
Bulgaria 34.5 27.2 33.7 26.6

Czech Republic 46.6 43.8 41.0 37.1

Germany 176.5 169.4 157.4 152.0

Greece 56.8 56.4 59.4 57.4

Hungary 9.5 9.1 9.3 8.8

Poland 62.8 56.3 61.8 55.7

Romania 32.0 27.7 32.2 26.6

Slovakia 2.4 2.4 2.4 2.4

Slovenia 4.5 4.5 4.3 4.4

EU-27 425.6 396.8 401.5 371.0

 EU Hard coal production
Consumption of indig. hard coal 

for power generation

Lignite consumption for            

power generation



TABLE 4

EU Hard coal imports

COUNTRY
1-12 2011         

Mt

1-12 2010         

Mt

1-12 2011        

Mt

1-12 2010        

Mt

1-12 2011      

Mt

1-12 2010         

Mt
Austria 2.0 2.0 1.8 2.0 3.8 4.0

Belgium 4.0 3.5

Bulgaria 3.3 2.9

Czech Republic 1.2 0.9 1.2 1.0 2.4 1.9

Denmark 6.1 6.0

Finland 1.3 1.3 5.7 4.6 7.0 5.9

France 5.3 7.2 10.0 11.7 15.3 18.9

Germany 10.2 9.7 32.4 29.9 42.6 39.6

Greece 0.6 0.6

Hungary 1.4 1.5 0.1 0.3 1.5 1.8

Ireland 1.9 2.2

Italy 7.0 5.5 17.0 17.2 24.0 22.7

Netherlands 3.1 3.0 8.6 8.8 11.7 11.8

Poland 2.8 5.0 12.7 5.0 15.5 10.0

Portugal 3.6 2.7 3.6 2.7

Romania 1.1 1.2 0.1 0.2 1.2 1.4

Slovakia 3.4 3.5

Slovenia 0.5 0.6

Spain 2.5 2.8 12.8 10.0 15.3 12.8

Sweden 1.9 2.0 0.8 1.0 2.7 3.0

United Kingdom 5.4 6.2 26.3 20.3 31.7 26.5

EU-27 198.1 182.3

* preliminary figures 181 (plus PL)

EU Coking coal imports  EU Steam coal imports EU Total coal imports



EURACOAL         Forward Prices GRAPHIC 1

source: VDKI

EURACOAL Freight rates Capesize to ARA (USD/t) GRAPHIC 2

source: VDKI



EURACOAL Carbon permit prices - EU ETS GRAPHIC 3

source: VDKI

EURACOAL     Weekly avarage Sparks and Darks    Germany GRAPHIC 4

Difference: Spark - Dark:plus difference: advantage for gas/minus difference advantage for coal

Source: VDKI


