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AGENDA

Economic Directions for Mackay

1. The need for a long term strategic energy plan

2. The implications of a lower A$/US$ for export industries

3. Structural decline in coal
 China (2013 peak?) vs India and Japan (2015 peak)
 US  and EU coal mining and coal fired power in decline
 Global coal company share prices

4. Risks for Queensland of structural decline in coal
 Risk of stranded rail and coal port assets

5. Renewables are deflationary
 Batteries will transform distributed solar on rooftops from 2018.
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1. The need for a long term strategic 
energy plan

3

 The Australian government has just released 
its latest Energy White Paper.

 No acknowledgement that climate change is 
being addressed by our key trading partners.

 No acknowledgement of the massive errors of 
judgment over the last decade.
 Errors by the incumbent power generators and grid operators.

 No acknowledgement of rate of technology 
and market change.



1.1 Global regulatory progress on carbon

Source: www.onclimatechangepolicy.org

China-US Climate Agreement of Nov’2014 a 
global milestone.
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1.2 AEMO electricity demand NSW: 
forecasts v actual



1.3 Gas powered generation eastern Australia

Source AEMO GSOO 2013, The Australia Institute 

Excess and 
now 

expensive 
gas-fired 
capacity



2. The implications of a lower A$/US$ 
for export industries
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 The end of a decade long China Construction 
Boom – permanent transition

 Australia’s terms of trade have been 
hammered over 2014/15

 But with adversity, there is opportunity:
 Tourism, agriculture, education, research, 

fishing, renewables
 Amanda Cahill has joined us tonight on this



3. Factors affecting global coal 
demand
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 Energy Efficiency and reduced ratio of 
electricity demand to GDP

 Increasing electricity system supply diversity
 Failure of nuclear to deliver on expectations
 Export producer currency devaluations – the 

halving in price isn’t increasing demand 
 Thermal coal in structural decline in China, US



3.1 Key factors affecting global 
demand: Energy Efficiency
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Globally, Statoil expects an improvement in energy efficiency of 
some 35% from today’s level (IEEFA note: 1.5-2.0% pa). 

2014 Statoil Energy Perspectives

China improved energy use per unit of GDP by 4.8% in 2014, beating its 
target of 3.9% and the previous year's 3.7% drop; exceeding its 12th FYP 
target of a 16% improvement over 2010-2015. 3.1% target for 2015.

Reuters, 22 Jan’2015

According to the IEA, total electricity supplied in the OECD in 2014 was 
0.8% below 2013, and 1.5% below the 2007 levels, despite real GDP 
growth totaling 6.3% since then. UK down 12% with unit prices up 44%.

Frankfurt School & BNEF, Mar’2015



3.2  Global Renewable Energy
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Source: Frost & Sullivan’s Annual Renewable Energy Outlook 2014
http://ww2.frost.com/news/press-releases/photovoltaic-wind-and-hydro-star-top-renewables-finds-frost-sullivan/

Global cumulative wind 
installs have risen at 

23% pa over the 2005-
2014 decade to reach 

370GW.

http://ww2.frost.com/news/press-releases/photovoltaic-wind-and-hydro-star-top-renewables-finds-frost-sullivan/


3.2  Asia-Pac Renewable Energy
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3.3 Export producer currency devaluations 
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Source: http://www.xe.com/currencycharts/

http://www.xe.com/currencycharts/


3.4 Seaborne Coal – Key Markets

Focus on key markets:

1. China

2. India

3. Japan

4. US

5. EU

13Source: IEEFA, International trade, including Seaborne



3.4 China’s electricity sector transformation
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3.4  China’s Electricity Sector

15

China’s 
thermal 

coal’s share 
of electricity 
generation:

2012 76.4%
2014 71.5%
2020 59.5%

Source: IEEFA



3.4  China’s Electricity Sector 
Transformation
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Source: Citi Commodities, Tony Yuen, June 2014; “Energy Markets in Transformation”

China added 
23GW new wind 
in 2014 , giving a 

115GW 
cumulative 

installed total, 
up 15% yoy



3.5 India

India’s Energy Minister Goyal stated November 2014:

1. “I'm very confident of achieving these targets and am very confident that 
India's current account deficit will not be burdened with the amount of 
money we lose for imports of coal. Possibly in the next two or three years 
we should be able to stop imports of thermal coal.“

2. Plans for the transformation of the entire Indian electricity system with 
100GW of renewable energy installs by 2019 (175GW by 2022). This 
involves a plan to treble wind installs to 6-8GW and lifting solar installs 
tenfold to 10GW annually, plus US$50bn national grid upgrade.

3. Plans to double India’s domestic coal production to 1Bn tpa by 2019, 
requiring a massive investment in rail infrastructure, coal handling and 
preparation plants plus major new mine development.

17
http://in.reuters.com/article/2014/11/12/india-coal-imports-idINL3N0T234F20141112



3.6  US
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America’s thermal coal outlook: down 3% pa to 2020

1. Collapsing US coal exports – too expensive on the global cost curve, and 
the US$ strength vs all major coal exporters.

2. Coal power plant closures - >70GW of coal-fired power plants slated for 
closure by 2020 due to EPA air, water and ash pond pollution rules.         
15-20GW of coal plant closures in 2015 alone due to the Mercury and Air 
Toxics Standard, with no new coal additions.

3. Renewables – US push into wind (9GW in 2015) and solar (9GW in 2015) 
rapid and accelerating, until 2017 at least (PTC/ITC cliff?).

4. Domestic gas vs coal – the collapse of US$ Henry Hub gas prices over 
2012-2015 continues to improve gas relative competitiveness, with over 
100GW of new gas-fired capacity in the US planning system. The EIA 
forecasts US domestic coal volumes -6% yoy to 803Mst in 2015.



3.6 US Henry Hub Gas Price

19Source: Platts, UBS US Utilities Research



3.6 US Renewables Build

20Source: BNEF White Paper, 8 April 2015

US New Builds vs Retirements US Electricity Generation (TWh pa)



3.7  EU
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European Union thermal coal outlook: down 3% pa to 2020

1. Collapsing UK coal use – Total 2014 UK coal demand was 48.1Mt, down 20% 
on 2013. UK coal-fired generators now have to pay the CPS tax (in addition to 
the EU carbon price) of £18/ton of CO2 for 2015/16 (up vs 2014’s £9/t CO2).

2. Collapsing French coal use – Output from French coal-fired plants fell in 2014 
to its lowest level since at least 2007. Coal-fired output in 2014 fell to 8.4TWh, 
down 58% from 19.9TWh in 2013, accounting for only 2% of the energy mix. 
Coal-fired power in 2007 generated 26.7TWh, 5.3% of electricity generation.

3. Coal power plant closures – Net coal plant closures continues across West 
Europe (Poland and Turkey are exceptions) driven by the Large Combustion 
Plant Directive.

4. Renewables – The EU’s wind energy push continues. Wind generated 10.2% of 
EU electricity in 2014 vs 8% in 2013 (6.3% in 2011). Offshore wind is building. 
Germany targets 40-45% renewable electricity by 2025 and 55-60% by 2035.



3.8 A long cyclical downturn or 
structural decline?

The Equity markets are factoring in structural 
decline as an increasingly likely probability.

Coal Equities are proving to be a wealth 
hazard!
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Thermal Coal Export Price Collapse

23http://www.indexmundi.com/commodities/?commodity=coal-australian&months=60

Source: Platts
29 March 2015

Newcastle Export 6,000kcal Thermal US$/t

http://www.indexmundi.com/commodities/?commodity=coal-australian&months=60


Australia: Whitehaven, Yancoal, Cockatoo Coal

24Yahoo finance Bandanna Energy in administration.



USA:  Peabody, Arch Coal, Alpha Natural Resources

25Source: Yahoo Finance



4. Risks for Queensland of structural 
decline in coal
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 Stranded assets
 WICET

 a $3bn port and $1bn rail investment
 Coal port charge of A$15-18/t

 The Galilee
 10 thermal coal mines of global scale, 

282Mtpa of new coal combined
 Adani’s Carmichael project is the last 

standing; a total A$17bn investment



5  Renewable Energy is deflationary
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Source: Citi Commodities, Tony Yuen, June 2014;
“Energy Markets in Transformation”

IEA’s new solar 
roadmap has solar 
halving by 2030.



5.1  Renewable Energy is deflationary
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Source: Frankfurt School, BNEF, March 2015; “Global Trends in Renewable Energy Investment 2015”

Global averages hide 
huge regional 

variation; e.g. Dubai 
DEWA’s US$58/MWh 
contract in Feb’2015; 

and Texas wind at 
US$20-30/MWh.

Global Average Levelised Cost of Electricity for Wind and PV (US$/MWh)



5.2  Storage is coming, rapidly
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Source: Navigant Research, IEEFA NYU Conference, March 2015 



5.3  Renewables are spreading
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Source: Frankfurt School, BNEF, March 2015; “Global Trends in Renewable Energy Investment 2015”

New Investment in RE by Country and Asset Class, 2014 and growth on 2013 (US$m)

Global 
diversification is a 

powerful trend that 
has emerged over 

2012-2014; it is not 
just the EU carrying 

the investment 
technology cost.



5.3  Renewables are spreading
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Source: IRENA, Citi Research, 30 March 2015, “Fight for the Future of Energy”, Richard Morse

New Renewables vs Total Electricity Generation Investment Globally, 2006-14

Renewable 
investment again 
exceeded fossil 

fuel capacity net 
additions in 2014, 
and this trend will 
accelerate in 2015.

China is adding 
200GW new hydro 

this decade.



5.3  Renewables are spreading
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Source: BNEF, March 2015

Global Solar Installs, 2008-16 (Optimistic Scenario (GW))

In March 2015 
China upped its 

2015 solar target to 
17.8GW, 20% higher 

than the highest 
country rate ever 

before.

In Australia, small 
distributed solar has 

doubled in just 28 
months to exceed 
4GW in Dec’2014.



• DISCLAIMER
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Appendix:  Japan
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Japan’s thermal coal demand outlook: down 4% pa

1. Energy efficiency – 12% decline in electricity demand from 2010-2013 
despite 1% pa GDP growth (a 5% pa reduction in electricity intensity)

2. Nuclear restart - Rate of restarts for the 42GW of idle nuclear capacity 
– US$50bn of assets sitting idle.

3. Solar surge – Japan installed 7GW in 2013 and 10GW in 2014; part of a 
70GW pipeline of approved projects. Offshore wind plan post 2020.

4. LNG vs coal vs oil – relative price moves, Japanese LNG pricing has 
almost halved in US$ terms over 2014. Japan has signed over 
1000Bcf/year of new US LNG supply contracts due online by 2020. 


