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	Prompt spot prices for thermal coal (US$/t)

(FOB basis 6,700 kcal/kg GAD) ash 15% max, sulphur 1% max

	Location
	9 Dec 11
	2 Dec 11
	% change

	South Africa
	103.50
	103.20
	0.29

	Colombia
	101.00
	101.25
	-0.25

	Venezuela
	101.50
	101.50
	0.00

	Russia Baltic
	105.50
	105.75
	-0.24

	Poland
	105.70
	105.80
	-0.09

	Newcastle
	111.70
	111.35
	0.31

	Queensland
	112.30
	112.50
	-0.18

	China
	114.50
	114.35
	0.13

	Russia East
	113.85
	113.60
	0.22

	Banjarmasin
	102.50
	102.25
	0.24

	Mahakam
	104.10
	104.00
	0.10

	Prices are FOB vessel except Banjarmasin and Mahakam River which are FOB barge Source: e-coal.com


	e-coal.com indicator prices (CIF basis 6,700 kcal/kg GAD)

	Europe – ARA
	116.50
	115.70
	0.69

	Asia
	115.10
	114.20
	0.79

	Source: e-coal.com


Market Comment

The coking coal markets remain muted as the year end approaches, with Japanese producers said to be unsure of demand levels in the short term. Elsewhere in the world, coking coal market activity has been quiet this week. There may be less contract business done during the weak price period, with mainly spot activity, particularly in Asia. The Chinese government has again moved to influence free market forces by imposing a price cap on thermal coal from January. The move is in response to threats of power station shutdowns from the electricity generators who have been saying they are making a financial loss. There was an increase in electricity prices of 6% from 1 December. Reports from China indicate the economy remains lethargic, and the coal markets do not expect much of a pick up until Chinese demand improves. Elsewhere, the north of the United Kingdom has been hit by severe storms, with some impact to coal-related activities. Further adverse weather conditions are forecast for the far north of Europe in the coming week. In the freight market, Capesize rates have firmed on the major coal routes while Panamax rates remain weak.
PRICES & MARKETS
· Australia - Coking: Rumours this week suggest smaller Japanese steel makers may have been tempted to settle the contract price for Q1 2012 at about the same level as recent settlements in Korea with the Australians and Canadians. The reference prices for those deals were reported to be US$235/t FOB for hard coking coal and US$171/t FOB for PCI coal. Australian shippers remain skeptical about the rumours, and are expecting the usual premium to be paid by the major Japanese steel mills including Nippon Steel.
· China: The National Development and Reform Commission is to place a cap on the spot price of thermal coal of US$125/t FOB Qinhuangdao basis 5,500 kcal/kg NAR from 1 January 2012. The cap could be applied to other ports after that. Meanwhile, the domestic LT contract price is expected to increase by 5% to approximately US$94/t FOB same basis.
· Indonesia: The Indonesian Coal Reference Price for December has been set at US$112.67/t FOB basis 6,322 kcal/kg GAR which is a decrease of US$3.98/t FOB or 3.4% compared to the price in November. The price is about US$4.50/t FOB vessel higher than the current prompt spot price on the Mahakam River, continuing the trend of being set above contemporary Indonesian market levels. The government uses the reference price to calculate tax levels due from coal producers. One of the references used relates to the spot price of thermal coal at Newcastle in Australia where FOB prices are significantly higher than those in the Indonesian thermal coal spot markets for coal of similar specifications. The latest Indonesian reference price is even higher than the Newcastle spot price.
· Korea: Kospo has issued a tender seeking 65kt of sub-bituminous coal for delivery between 16 January and 29 February 2012. Specifications include CV 4,500 kcal/kg NAR (min). Offers are due by 14 December.
COMPANY & GENERAL NEWS
· China: Energy demand is forecast to increase by 5.5% per year up to 2015. During the previous five-year period, energy demand grew by 6.8% per year. Coal production is expected to reach 3.5bnt in 2011 and to exceed 4bntpa in 2016.
· Mongolia: Xanadu Mines has reported a 70Mt indicated resource and a 100Mt inferred resource at the Galshar thermal coal project. The Chinese border is about 200km away, where the main demand for the coal is expected.
· Mozambique: Further rumours of a possible takeover of Beacon Hill Resources have emerged following reports that the company has amended an offtake agreement to include a compensation clause if there is a change in control. Global Coke is to purchase 600ktpa for the life of the Moatize mine. The first shipment is due to load at the port of Beira in Q1 2012.
· Vale is loading its first cargo of coking coal from its Moatize mine, with the vessel due to sail to India next week. ArcelorMittal is understood to be the customer, and although the price has not been confirmed, it is estimated to be close to US$235/t FOB.

· Philippines: The government is seeking developers for 30 new coal exploration blocks. Prospective investors are requested to contact the Energy Department for details.
PORTS & SHIPPING
· Australia: The vessel queue at Newcastle reached a new record of 66 ships. Disruptions due to bad weather in the Gunnedah Basin have been worsening the situation, and flooding has impacted mining roads there. Idemitsu is reported to have declared force majeure on some cargoes, and coal railings to the port have also been affected.
· Indonesia: PT Harum Energy has lifted its force majeure declaration on coal shipments following the bridge collapse on the Mahakam River on 26 November. Access for coal barges is expected to return to normal soon.
· United Kingdom: There has been disruption to ports, shipping, and transport in Scotland and the north of England over the past few days due to the worst storms for a decade. Power was lost during the period, and Scottish Power reported that thousands of customers were without electricity. Services are believed to be returning to normal, but further adverse weather is forecast in the coming days. Coal producers and consumers have been impacted, and during the high winds a wind turbine caught fire when its braking mechanism failed.
	Ocean spot freight rates (US$/t)

	Route
	Tonnage
	9 Dec
	2 Dec
	% change

	USG/ARA
	65,000t
	19.90
	19.90
	0.00

	Roberts Bank/ARA
	55,000t
	24.15
	24.25
	-0.41

	HR+RB/Japan 16m
	120,000t
	38.25
	36.50
	4.79

	HR/Rotterdam
	110,000t
	15.15
	14.65
	3.41

	Bolivar/Rotterdam
	130,000t
	16.50
	15.75
	4.76

	Queensland/Rotterdam
	130,000t
	20.25
	19.60
	3.32

	Richards Bay/ Rotterdam
	130,000t
	13.00
	12.75
	1.96

	Source: e-coal.com
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