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Barlow Jonker BJ

* Twenty years of expertise in coal markets;
» Supply and demand forecasts
» Consulting
» Due Diligence studies
~ Publications
* Offices and representation in Sydney, Brisbane,

Beijing, Cambridge, Jakarta, Johannesburg and
Bogota

* See us at www.barlowjonker.com and
www.coalportal.com
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Barlow Jonker BJ

* This talk focuses on thermal coal

* We produce annual long term outlooks on thermal,
metallurgical and coke

* Thermal study and coke study provide outlook to
2015

* Situation 1s more complex now than for many years
as global economic factors combine — as seen 1n
freight rates
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World Coal Reserves

map of proved coal reserves at end 2001
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World Coal Consumption

Source: ETIA

World Coal Consumption, 1970-2025
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Asia and USA still dominant B
producers and consumers

charts of coal production and consumption 1991 and 2001
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Global coal production and consumption have been broadly flat over the last decade, with declines in
Europe and the Former Soviet Union offset by gains in North America, Asia and the rest of the world.
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SEABORNE COAL TRADE
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Major Hard Coal Deposits
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Supply Consolidation BJ

* Global production continues to increase to meet
demand

* Considerable consolidation amongst main players -

13 exporters represent about 70% of seaborne trade
by 2004

* Trend will continue as big companies seek low risk
expansions

* List of possible take over targets getting smaller
and hard to unlock value
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Who are the big players? BJ

- global companies

COMPANY Mtpa MANAGED LOCATION

Rio Tinto 177 Australia, USA

BHP Billiton 131 USA, Australia, RSA,

Anglo Coal 79 Australia, South Africa
USA, Venezuela,

RAG AG 66 Australia

Xstrata 68 Australia, South Africa

Coal in Sustainable Development




Recent Trends BJ

* Record prices due to a combination of factors
creating a simple supply — demand 1mbalance

* No end 1n sight to freight rate issues

* Exchange rates hurting South African and
Australian producers

* Supply side constraints unlikely to be alleviated 1n
the short term

Coal in Sustainable Development 10



European Supply
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BJ

European Export Supply Sources
in 2004

Coal in Sustainable Development
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South Africa — export destination

changing

BJ

Mtpa
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Low quality reserves
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RSA Summary

* RBCT likely to go to 82 Mtpa

* No export growth expected 2004

* Future growth dependent on success of
-~ Pillar extraction
~ Black Economic Empowerment

* Port capacity not problem

* Exchange rate sensitive

Coal in Sustainable Development

BJ
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Colombia BJ

* Significant growth potential

* Important source for USA and Europe of
good quality coal

* 10 billion tons proven reserves?
* Two main players — CCC will expand

* Improving infrastructure

Coal in Sustainable Development
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B EastAsia

B Latin America
B Middle East
B North America
@ Europe

1996

1997

1998

1999 2000 2001 2002

Years

Coal in Sustainable Development 18



Colombian Exports

* Will increase exports, perhaps to 55
— 60 Mtpa

* US demand critical 1ssue
* Long term quality 1ssues?

* Political risk may deter capital
expenditure

* Significant investments required in
infrastructure

Coal in Sustainable Development
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Indonesia — lack of investment BJ
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Indonesia Production Profile BJ

Indonesian 10 year Coal Production forecast
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BJ

Indonesia

* No major new mines 1n the wings

* Incremental expansion from Adaro, Kideco,
possible Berau and KPC

* Investment levels remain low

* Internal demand may increase and impinge on
exports

* 2004 or 2005 export peak?

Coal in Sustainable Development
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Poland

* Troubled times ahead
* Massive restructuring under way
* Output likely to drop

* Exports drop significantly — 7 to 10
Mtpa soon?

* Could even be net importer

Coal in Sustainable Development
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Hard Coal Production

O Hard Coal Production

Thermal Exports

@O Thermal Exports




Productivity is the issue
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Russia BJ

* Increase 1n exports by Black Sea ports

* Exports to Asia constrained by port capacity and
remain at about 16 Mt

* Privatisation successful but debt and environmental
liabilities limiting factors in industry future and
Investment

* European exports stay about 20 -25 mtpa
* Internal demand significant

Coal in Sustainable Development 26
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Russian Exports

Russian Coal Exports
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EU production BJ

* Germany decline to 12 — 15 mtpa
* France and Spain to cease production soon

* UK problematic — some decline likely, but how
much?

* Production largely ended from EU by 2020

Coal in Sustainable Development 28



China and Australia

* China
» Steady export growth

~ Internal demand and prices key factors

» Freight rates
* Australia

» Expansions possible in Queensland and NSW
» Exchange rate and freight rates critical

» Exports peak at about 120 mpta?

Coal in Sustainable Development
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Possibly Scenarios (mtpa)

B

Country 2001 2012 Possible | Difference | 2012 Doomsday | Difference
UK 30.0 30 0 6 -26.1
Germany 30.9 25 -5.9 15 -15.7
France 1.6 -1.6 0 -2.3
Spain 10.4 -10.4 0 -10.5
Sub Total 72.9 55 -17.9 21 -54.6
Exports to

Europe
Colombia 20.21 35 +14.79 20 0
South Africa 48.60 54 +5.4 40 -8.6
Poland 19.66 7 -12.66 3 -16.66
Russia 25 30 +5 20 -5
Sub Total 113.47 126 +12.53 83 -30.26
Total 187.6 181 -5.4 104 -84.86

Coal in Sustainable Development
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Summary

* Theoretically, there 1s plenty of coal
* Supply 1s becoming an 1ssue

* New sources of supply limited

* Domestic sources key elements

* Russia and Poland important for European
energy balance

* Prices robust in the near term

Coal in Sustainable Development
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