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Overview

Coal is the basis of energy balances of China and India. These two countries are the fastest growing energy consumers in the world. Traditionally, it is assumed that China and India will cover their demand for coal with domestic production. However, there are possibilities that their production pattern will show a different dynamic: within the next decade there is a possibility of these two countries reaching peaks of coal production, resulting in possible coal deficit.

China’s policy aims at limiting demand for coal (and subsequently coal production) in order to reduce CO2 emissions. However, even in the light of such policy and flattening coal production growth rates by 2025, China’s energy sector will require increased supplies of gas as well as electricity produced at nuclear power plants and from renewable energy sources. Importantly, it will also require increased volumes of coal imports.
In India, demand growth is led by the decrease in use of traditional biomass. Despite the fact that production is actively increasing, the growth rate falls behind demand growth rates, causing the need of intensified coal imports.
The main tasks of the paper are to determine with the use of economic modelling:

1. Whether peaks of production in China and India can be reached and what are the conditions for such developments;

2. Whether and to what extent coal production peaks in China and India have an impact on the international coal trade (trade volume, trade geographic movements, price levels);

3. Whether and to what extent coal production peaks in China and India have an impact on the international gas trade (trade volume, trade geographic movements, price levels);

4. What would be the impact of the above discussed developments on key world coal suppliers;

5. What would be the impact of the above discussed developments on key world gas suppliers.

In order to answer these questions, the article is structured in the following way. 
The first section is introductory; it reviews energy sectors as well as coal production profiles of China and India; looks at specific policieis implemented in China and India which could lead to lower coal production levels than normally perceived as viable (a review of several scenarios for Asian coal supply and demand from major energy outlook publications are reviewed). The second section describes the methodology used for the calculations.The third section focusses on the discussion of calculations outcomes for China’s and India’s energy sectors. The fouth section discusses the calculation outcomes for the world coal and gas sectors, implications for the suppliers and specifically discusses implications for Russia’s coal and gas exort potential.
Methods
The calculations used in order to build projections of coal production in China and India and its impact on international coal and gas markets are based on three economic models (module for forecasting energy consumption and development of fuel and energy balances, gas sector module, coal sector module) which are all part of the SCANER information and modelling complex developed at the Energy Research Institute of the Russian Academy of Sciences. The complex works on the basis of optimization, econometric analysis, and balance approach.
Results

Peaks of production in China and India can be reached in the medium-term. For China, the horizon of such peak is 2025, with production level decreasing thereafter. For India, horizon is 2025-28 with a subsequent decline. These post-2025 production declines in the situation of growing demand will lead to energy deficit. Also, import needs in such scenario will be higher than baseline scenario projections of most outlooks. 
In the coal sector, it will be difficult to add extra capacity in traditional major producing regions. Extra pressure will lead to intensified coal exports from Australia, Indonesia, South Africa and Russia. However, the input from the largest coal suppliers will be modest, with the bulk of additional supplies coming from Russia.

In the gas sector, in the light of substantial import increases, primarily from Russia, Australia, North America, Latin America and the Middle East. There will also be a change in trade patterns within the Asian region.
Overall, the realization of such scenario leads to the GDP growth in a number of countries as a result of (1) costs increase in China and India and subsequent move of industries from the latter two and (2) increased energy resources exports.
Conclusions
The energy deficit in the growing Asian economies, enforced upon them as a result of declining production levels, will have to be covered by stronger coal and gas imports. This has a potential to change the structure of world economy: China and India will become less competitive economically on the external markets. One of the players benefitting from such change will be Russia, whose position primarily on the coal market will strengthen.
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