explaining the implicat_ic;ns of IEA CCC research results

Coal and gas competition for power
generation in Asia

Coal and natural gas are the two most important fuels for electricity
generation globally, with a share of some 40% and 22% respectively in
2012. Coal is the more widely available and lower cost fuel. However,
natural gas-fired power plants are generally cheaper and quicker to build
than coal-fired power plants, and tend to have higher cycle efficiencies and
greater operational flexibility.

In Asia, for those economies where GDP is growing rapidly, electricity
demand is continuing to grow strongly, which means that investors and
policy-makers in each country need to decide whether coal or natural gas
should be used to meet the current and ongoing increases in power
generation capacity.

Despite large variations in the power generation mix and fuel supply
dynamics within the region, coal remains attractive in countries such as
China, India, South Korea, Indonesia and the Philippines where coal-based
generation is already dominant.

In other Southeast Asian countries, where natural gas fired power
generation is currently dominant to some degree, coal appears to be
increasingly attractive due primarily to domestic gas supply shortages and
rise in gas prices resulting from expensive LNG imports. This is leading to
an emphasis for increasing the coal fired capacity in Japan, Malaysia,
Thailand and Vietnam.

A major external factor is the possible export of shale gas as LNG from the
USA to Asia. The USA already exports coal displaced by shale gas from the
domestic market, which has contributed to a fall in international coal
prices. Recently, the USA has approved four projects to export of some of
its shale gas as LNG to Asia, although it is cautious due to concerns over
the possibility of pushing up domestic gas prices.

Other factors that need to be considered in further projections include the
potential impacts of a carbon price on the generation costs plus issues
such as subsidy reforms.

With this move towards coal based power generation in Asia, there is a
need to encourage several countries to follow the example of China and
focus on building high efficiency low emissions (HELE) coal plants to avoid
unnecessary carbon emissions and to be best placed to install CCS at an
appropriate time in the future.
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This note is based on the report: Coal and gas competition for power generation in Asia — (CCC/246
February 2015) by Dr Nigel Dong. The report is available to download from IEA Clean Coal Centre

bookshop.

The IEA Clean Coal Centre is the world's foremost provider of information and analysis on the clean and
efficient use of coal worldwide, particularly clean coal technologies, in a balanced and objective way,
without political or commercial bias. IEA Clean Coal Centre has contracting parties and sponsors from:
Australia, Austria, China, the European Commission, Germany, India, Italy, Japan, Poland, Russia, South
Africa, Thailand, the UK and the USA.
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