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3. Coal Consumption of 4 Major Industries

Table2.3 National Commercial Coal Consumption (100 million tons)

Type May 01/2018-05/2018(Accumulated Value)
Consumption YoY MoM Consumption YoY
Total 3.18 4.1% 1.0% 16.00 2.4%
Thereinto: Power Industry 1.62 9.2% 1.5% 8.74 8.1%
Steel Industry 0.56 4.0% 4.1% 2.61 -0.9%
Building Materials Industry 0.49 1.0% 3.1% 1.91 -0.5%
Chemical Industry 0.25 4.2% -2.4% 1.19 1.8%

Data Sources: CCTD

Exhibit2.3 National Commercial Coal Consumption Trend

100 12017 2018 YoY nillion
O
a0 puillion 15% 950 r {one 12017 HEEE 2018 YoY S 20%
3.5 10% 200 k 1 15%
4 10%
3.0 5%
150

25 0% 1 5%
’ 100 4 0%
20 LI LT sn 0
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 50 ~5%

JanFebMarAprMay JunJul AugSepOctNovDec
Data Sources: CCTD

Ill. Transportation Market

Coal railway shipments keep elevating. Environmental checks do not influence
the railway transportation. Daily shipments of Zhangjiakou-Tangshan are 23-25 trains.
By the week of July 2, coal shipments to other provinces by Hohhot Railway
Administration are 2197 thousand tons, increasing by 2% compared with last week,
of which to ports are 2105 thousand tons, increasing by 1% compared with last week.
For truck transportation, as for decreasing output of coal mines and much quantities
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of trucks than coal, trucks fee of Baofulu-Caofeidian and Baofulu-lingtang Port
decrease to 0.25-0.27 Yuan/km.

1. Coal Transportation

Exhibit3.1 Monthly Coal Transportation

10, 000
tons

25000
20000
15000
10000
5000
0

2017 o 2018

YoY

25%

15%

w1

%

—5%

Jan&FeMar Apr May Jun Jul Aug Sep Oct Nov Dec

Data Sources: CCTD

8000

6000

4000

2000

0

10, 000
tons

2017 o 2018

YoY
25%

15%

5%

Jan&FeMar Apr May Jun Jul Aug Sep Oct Nov Dec

Table3.1 Monthly Coal Transportation (10,000 tons)

May 01/2018-05/2018(Accumulated Value)
Mode of Transport
Volume YoY MoM Volume YoY
Coal Transportation by Railway 19300 9.6% 10.3% 97800 9.5%
Dagin Railway 4033 7.1% 25.2% 18649 7.0%
Coal Shipments of Port 6691 8.9% 15.8% 30577 1.0%

Data Sources: CCTD

Table3.2 Weekly Coal Shipments of Northern Ports (10,000 tons)

Port Daily Average Inbound Coal Daily Average Outbound Coal
This Issue WoW YoY This Issue WoWw YoY
5 Ports in North China 162 18 ™16 157 12 ™8
Qinhuangdao Port 59 16 J1 60 N5 ™3
Caofeidian Port 22 1 79 22 N5 N5
Huanghua Port 58 0 ™4 52 J11 Ja
Data Sources: CCTD

Inbound coal to northern ports decreases owing to facilities maintenance in

Qinhuangdao Port. Coal stocks of downstream power plants are relatively abundant,

and they prefer to purchase long-term coal other than market coal in this case.

Therefore, outbound coal from northern ports declines slightly.
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Exhibit3.2 Weekly Coal Transportation
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Data Sources: CCTD

2. Coal Stocks at Ports

Coal stocks of major ports are mixed. Thereinto, coal stocks of northern ports
decline slightly, coal stocks of Zhanjiang Port and Gaolan Port in Guangzhou raises
rapidly because of arrived imported coal, and coal stocks of southern discharging
ports are in an ongoing rise. Recently, port working performance declines owing to
strict environmental checks. As for daily coal consumption of downstream users
raising, their purchasing positivity increases, and coal stocks of ports along river in
east China decline slightly.
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Exhibit3.3 Monthly Coal Stocks at Ports
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Group. Zhangjiagang. #2Changhong. #5Jiangyin. Yangzijiang. Taihe. Rugao.

Table3.3 Coal Stocks at Ports (10,000 tons)

Type 07/05
Stocks WoWw MoM YoY
5 Northern Ports 1868 112 N277 N374
Qinhuangdao Port 671 <19 ™118 1799
Huanghua Port 148 16 ™27 ™22
Southern Discharging Ports 1193 ™29 130 184
Zhoushan Port 201 b1 419 ™71
Xiamen Port 66 ™2 -> ¢33
Guangzhou Port 216 Ja 412 ™47
Ports along River in East China 611 19 ™26 ™14
Rugao Port 135 N5 - ™9
Taihe Port 140 L5 -> ™51
Taicang Port of Huaneng Group 85 <13 ™14 ™13

Data Sources: CCTD

3. Coal Freight Price
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Exhibit3.4 International Coal Freight
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International coal freight rates go up. By the end of July 5, BDI is 1612 points,
rising by 283 points compared with last week. Newcastle-Zhoushan (13DWT) is 12.5
USD/ton, rising by 2.1 USD/ton compared with last week.

Exhibit3.5 Coastal Coal Freight
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Domestic costal coal freight rates are mixed. By the end of July 5,
Qinhuangdao-Guangzhou(50,000-60,000 DWT )is 42.5 Yuan/ton,decreasing by 1.3
Yuan/ton. Tianjin-Zhenjiang (20,000-30,000 DWT) is 42.1 Yuan/ton, rising by 0.2
Yuan/ton.

4.Coal Price of Ports
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Exhibit3.6 Market Trends of Launched Thermal Coal (5500Kcal) at Ports
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Data Sources: CCTD

The mainstream transaction price of thermal coal (5500Kcal) in northern ports
is 680 Yuan/ton, 123 Yuan/ton more than annual long-term coal price of Shenhua

Group.
Table3.4 Thermal Coal Price at Northern Ports (Yuan/ton/Kcal) ‘
This Compared with Last
Index Name Price Type Calorific Value
Issue Issue
CCTD Qinhuangdao Thermal ]
Spot Price 5500 587 -1
Coal Price
BSPI Exit Price 5500 570 0
Composite Price 5500 594 -9
CECI Coastal Index
Transaction Price 5500 688 4
Sales Price of Shenhua Annual Long-term Price 5500 557 0
Launched Coal
Monthly Long-term Price 5500 625 31
(June)
Data Sources: CCTD

Table3.5 International Thermal Coal FOB/CIF Price (USD/ton Yuan/ton)

To Guangzhou Port
Price Calorific This
Ports WoWw CIF (Duty&VAT
Type | Value (Kcal) Issue Ship Type | Freight WoW
Included)
Newcastle FOB 5500 78.50 -3.50 | Panamax 10.8 692 -17
Kalimantan FOB 4500 65.11 -0.48 | Supramax 8.1 571 7
Richards Bay FOB 5500 90.10 3.00 - - - -
ARA CIF 6000 100.75 | 3.95 — — — —

Data Sources: CCTD

International thermal coal prices are mixed. Imported coal transaction is not
active owing to RMB devaluation, resulting in the decreasing prices.
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IV. Policies

1. China Railway set to raise coal rail transport to nearly 3 Bt by 2020. China is
on track to raise coal rail transport to 2.81 billion tonnes by 2020, 650 million tonnes
more than the annual delivery in 2017, accounting for 75% of national coal output,
and will increase 15 percentage points compared with 2017, said the country's
railway runner China Railway Corp recently.

The company will add 10,000-tonne heavy-hauled trains on Tanghu
(Tangshan-Hohhot) and Wari (Lvliang-Rizhao) lines. The two lines' annual transport
capacity will reach to 150 million and 100 million tonnes in 2020.When the Inner
Mongolia-Jiangxi railway, a coal-dedicated rail line through Inner Mongolia, Shaanxi,
Shanxi, Henan, Hubei, Hunan and Jiangxi provinces, is commissioned in 2020, there
will be four coal rail lines in China with 10,000-tonne trains.

The company also planned to raise annual transport capacity by 20 million
tonnes for Lanyu (Lanzhou-Chongqing) and Xicheng (Xi'‘an-Chendu) railways; and
enhance delivery capacity by another 12 million tonnes for Ningxi (Nanjing-Xi'an)
and Houyue (Houma-Rizhao) railways.

2. Hebei to further slash capacity in next 3 yrs. Hebei province is to continue
huge capacity cuts in the next three years, according to a government plan
announced on July 4. The province will slash capacity of steel and iron, coal, concrete,
and coke by 40 million, 30 million, 5 million and 10 million tonnes respectively in the
next three years, according to the plan. Since 2013, Hebei shifted its energy and
industry structures from coal and steel to emerging, high-end industries. From 2013
to 2017, the province cut capacity of steel, iron and concrete by 70 million, 64
million and 71 million tonnes respectively.

3. Hubei to cease approval for coal mine prospecting right and new mines.
Hubei province in central China will stop approving coal mine prospecting right and
give no nod to new coal mines, the latest step to push forward with the overall
elimination of coal mines, the provincial government said in a statement. In this year,
coal mines with annual capacity lower than 90,000 tonnes per annum, "zombie"
mines, and those failing to meet governmental standard towards safety, technology
among others will be forced to shut down. Besides, Hubei provincial government
would also encourage the overall closure of mines at some producing areas meeting
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some requirements. In carrying out such arrangement, the province will work to
formulate comprehensive program of work, to help resettle laid-off workers, resolve
enterprises' debts and speed up the construction of alternative energies .Besides,
Hubei will also work to ensure subsidy funds in place in time.

V . Market Forecast

From the aspect of coal-producing regions: Since environmental checks and
rechecks come to an end, coal output of coal-producing areas will increase.
However, some ports begin to clear stacking and restrict the quantity of inbound
coal owing to ongoing increasing port stocks, which will weaken the launched coal
need and bring pressure to coal prices of coal-producing areas. From the aspect of
through coal market, coal purchasing need will increase because of rising daily coal
consumption of power plants, but coal stocks of power plants are generally in a high
level. Pithead coal prices right now are higher than that of last year. We consider that
pithead coal prices will be in downward pressure latterly.

From the aspect of ports: South China areas have already come into the rain
season, and the power output of hydropower stations will increase continuously,
which will take up a little portion of thermal power. Besides, coal stocks of power
plants are in a high level because of previous replenishment, and under the
circumstance of abundant long-term coal supply and easing policies of imported
coal, their purchasing positivity to spot coal is relatively sluggish. We consider that
port supply and demand will be easing latterly, besides, coal prices will be in
downward pressure.
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