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The COVID-19 pandemic has caused a decrease in energy consumption which has resulted in a decrease in coal 

absorption for energy needs this year. Not to mention that developed countries are starting to switch to clean energy, 

which means that coal consumption will decline further. Meanwhile, the decline in coal prices cannot be separated 

from fragile market fundamentals, both from the demand and supply side. 
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Declining demand and high coal stocks in the global 

market have resulted in the downward trend in 

Reference Coal Prices (HBA) in the last five months. In 

August 2020 the HBA was pegged at US $ 50.34 per 

ton, down 3.49% compared to the HBA in July 2020 

which was US $ 52.16 per ton. 

 

In this regard, the Indonesian Mining Institute on 

August 18, 2020 held a webinar on the IMI Mining 

Network with the topic "Understanding Current Prices 

and Future Potential of Coal", presenting Mrs. Diyana 

Putri Alan from IHS Markit as the keynote speaker and 

two panelists, namely: Mr. Bob Kamandanu (CEO 

Trafigura) and Adib Ubaidillah (Commercial Director 

of PT Bukit Asam Tbk). 

2020 is a tough year for the Indonesian mining industry, where the COVID-19 pandemic has caused the market and 

mining commodity prices to experience a sharp decline. Observers predict that the realization of mineral and coal 

will miss the target due to delays in mining projects and activities and slowing down investment. Based on the records 

of Minerba One Data (MODI) of the Directorate General of Mineral and Coal at the Ministry of Energy and Mineral 

Resources, until August 23 this year the realization of investment has only reached US $ 2.1 billion. This amount is only 

27 percent of the mineral and coal investment target of US $ 7.75 billion. 

https://www.miningreview.com/coal/coal-miners-committed-investing-

create-jobs/ 
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The COVID-19 pandemic has caused a decrease in energy 

consumption which has resulted in a decrease in coal absorption for 

energy needs this year. Not to mention that developed countries are 

starting to switch to clean energy, which means that coal 

consumption will decline further. Meanwhile, the decline in coal 

prices cannot be separated from fragile market fundamentals, both 

from the demand and supply side. 

Declining demand and high coal stocks in the global market have 

resulted in the downward trend in Reference Coal Prices (HBA) in the 

last five months. In August 2020 the HBA was pegged at US $ 50.34 per 

ton, down 3.49% compared to the HBA in July 2020 which was US $ 

52.16 per ton. 
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The continued decline in HBA is inseparable from the decline in 

coal prices in the international market where the HBA refers to 

four indexes, namely the Indonesia Coal Index (ICI), Newcastle 

Export Index (NEX), Global Coal Newcastle Index (GCNC), and 

Platt's 5900. Launching Refinitiv data , new coal prices fell 2.57% 

to US $ 49.6 / ton. This level is the lowest since April 2016. For your 

information, on April 7, 2016, the price of coal touched the level 

of US $ 48.5 / ton, this level is the lowest since the data was 

recorded on Refinitiv since December 2008. That means coal is 

at a distance, about 2% from the lowest level, and over the year 

it has fallen by more than 28%. 

 

CURRENT PRICES AND THE FUTURE POTENTIAL OF COAL 

From the production side, based on data from the Minerba One Data Indonesia (MODI) website of the Directorate General 

of Mineral and Coal, Ministry of Energy and Mineral Resources as of Wednesday (12/08/2020), the realization of Indonesian 

coal production until July 2020 reached 322.9 million tons or 58.7 percent of this year's production target is set at 550 mil lion 

tons. 

Even though it has exceeded half the target, coal production in July looks still lower than June 2020. The realization of coal 

production in July was recorded at 41.11 million tons, lower than June's 46.36 million tons. 

In this regard, the Indonesian Mining Institute on August 18, 2020 held a webinar on the IMI Mining Network with the topic 

"Understanding Current Prices and Future Potential of Coal", presenting Mrs. Diyana Putri Alan from IHS Markit as the key note 

speaker and two panelists, namely: Mr. Bob Kamandanu (CEO Trafigura) and Adib Ubaidillah (Commercial Director of PT 

Bukit Asam Tbk) 

 



 

Prof. Irwandy Arif, Chair of the Indonesian Mining Institute, explained that 

Indonesia is the world's largest coal exporter. However, the conditions of 

the COVID-19 pandemic caused a decline in global demand and an 

impact on the decline in coal prices, burdening coal business players in 

Indonesia. Fortunately, when compared to other countries, Indonesia has 

the lowest production costs. 

The use of coal globally is still dominated for power generation energy 

sources, which is almost 70% of world coal consumption. The rest is used 

for the iron-steel, chemical and cement industries. In Asia, many power 

plants are being developed, such as in China and India. So that the 

prospect of using coal for PLTU in Asia is still promising and coal 

consumption will continue. In terms of price, it is predicted that there will  

be price increases in 2021 and 2022. 

 
In her presentation, Mrs. Diyana Putri Alan stated that COVID-19 had an impact on reducing global coal demand by 91 million 

tons this year. This is mainly due to lower demand by China and India, which are the world's biggest importers. If you look at the 

Southeast Asia region, only Vietnam has not reduced its coal imports. Meanwhile, from the supply side, it is predicted that there 

will be a decline. Indonesia as the largest exporter in the world needs to adjust its production by decreasing by 40 million tons from 

the previous year (yoy). 

 

The Ministry of Energy and Mineral Resources (ESDM) targets coal production of 550 million tons this year. However, based on coal 

import data in the first 5 months of 2019 and 2020 from the Ministry of Energy and Mineral Resources, it can be seen that there was 

a decrease imports in the first five months of 2020 by 10% (yoy). Meanwhile, production in July decreased by 20%. 

Reporting from IHS Markit data, the price of Indonesian coal (4,200 kc NAR) tends to be higher than the price of coal from Australia 

(5,500 kc NAR) and South Africa (4,800 kc NAR). Indonesia benefits from its location so that the cost of shipping coal to China and 

India is cheaper. 
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The decline in demand that occurred was caused by import restrictions in a number of coal importing countries, such as China. In 

July, there was a 20% decline in coal imports to China or the equivalent of 6.8 million tonnes (yoy). The amount of Chinese demand 

depends on the ability of domestic production to meet domestic needs. If there is a supply crisis, this will support the level of coal 

imports. In addition, the ineffective cost of distributing coal in China provides an opportunity for an increase imports in the fourth 

quarter of this year. However, the uncertainty in predicting what will happen in the future is still huge. 

Apart from China, a major importer of Indonesian coal, namely India, is also focusing on maximizing domestic production and 

limiting coal imports. IHS Markit estimates that India's GDP will decline by 7% and considering the economic recovery in India, it is 

still difficult to imagine coal imports. 

 

IHS market memperkirakan akan terjadi peningkatan permintaan dalam kurun waktu 10 tahun ke depan, hal ini bergantung dari 

kebijakan pasar yang akan diberikan. Batubara akan tetap menjadi tulang punggung bagi pertumbuhan dan supporting energi. 

Meskipun demikian peningkatan permintaan akan terjadi secara perlahan mengingat dalam waktu dekat ini India belum akan 

mengimpon batubara dengan skala besar dan juga adanya energi lain seperti gas. 
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Meanwhile, what Indonesian producers need to know is that domestic coal demand is very important to support the coal industry. 

Indonesian coal industry players must be able to rely more on increasing domestic demand. Indonesia's economic recovery is an 

important driver to increase domestic sales growth. 

Mrs. Diyana gave several conclusions, including: 

• As commodity markets tend to expand, it is common to see more and more consolidation in terms of supply. 

• Current fragmentation from the supply side versus the buy side in the coal market is very detrimental to Indonesia. 

• The long-term future for the coal sector remains bright, but producers will not be able to really benefit if they only consider 

the upside. 

• Price volatility will persist and supply cuts are needed to anticipate this in order to benefit from the potential for a well-

supported coal market going forward. 
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For domestic needs, it is set at 155 million, of which 108 million 

tons are used for PLN but after COVID-19, PLN's demand fell to 

87.5 million tons (down 20%). The increase in demand 

occurred in the smelter industry, from 16 million tons projected 

to 24 million tons. Demand for coal for the fertilizer industry was 

stagnant at 1.4 million tons, the cement industry fell to 12,6 

million tons due to decreased industrial activity, while the 

textile and ceramic industries increased. 

Based on these data, PTBA started to feel the deep economic 

contraction since May and June. However, in July-August 

there has been an upward trend. Judging from coal 

absorption, the start of the rise of industry, and the presence 

of government stimulus, Mr. Adib hopes that the contraction 

in Q3 will not be as big as what happened in Q2 and that a 

rebound can occur in Q4. 

 

Mr. Bob Kamandanu, CEO of Trafigura, responded that the 

thermal coal industry depends on supply and demand. Currently, 

all users experience an economic contraction, including 

reducing the need for electricity. And at this time the decline is 

still possible. COVID-19, which attacks all sectors around the 

world, including the economic sector, makes it difficult to predict 

when and how fast the recovery will occur. Currently, many coal 

producers sell coal below production cost, which is around 27 

USD / ton. Therefore, coal producers need to work together with 

the government to discuss possible recovery strategies. 

Mr. Adib Ubaidillah, Commercial Director of PT Bukit Asam Tbk 

added, based on data from the Geological Agency for 2020, 

Indonesia's total coal reserves are 37.6 billion tonnes, while coal 

resources currently are still 149 billion tonnes. However, the 

capacity and scale of Indonesian coal production is still small. In 

2020, the government targets coal production of 550 million tons. 
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2020 is a tough year for the Indonesian mining industry, where the 

COVID-19 pandemic has caused the market and mining 

commodity prices to experience a sharp decline. Observers 

predict that the realization of mineral and coal will miss the 

target due to delays in mining projects and activities and slowing 

down investment. Based on the records of Minerba One Data 

(MODI) of the Directorate General of Mineral and Coal at the 

Ministry of Energy and Mineral Resources, until August 23 this year 

the realization of investment has only reached US $ 2.1 billion. This 

amount is only 27 percent of the mineral and coal investment 

target of US $ 7.75 billion. 

 

Chairman of the Indonesian Mining Institute, Irwandy Arif, said 

the COVID-19 pandemic had an impact on smelter investment. 

According to him, if the pandemic is over by mid-year, 

investment in the construction of refining facilities is estimated to 

only be realized 50 percent of the planned amounting to US $ 

1.9 billion this year. Meanwhile, the smelter investment plan for 

this year is US $ 3.7 billion. However, if the pandemic continues 

until the end of the year, this year's US $ 3.7 billion investment in 

smelter will shift to 2021. 

 

CONCLUSION OF THE DISCUSSION: 

▪ Regarding the changes in the coal market that occurred due to the COVID-19 pandemic that is currently happening, Mrs. 

Diyana stated that there had been quite a fundamental change. The decline in prices that occurred slowly and over a long 

period of time made the market more volatile. As we know, the market is starting to adapt to current conditions, such as China's 

ban on coal imports. 

 

▪ Pak Bob Kamandanu stated that the decline in coal production will certainly affect the supply of mining equipment. When 

production is lowered, there will be a decrease in the fleet needed. Manufacturers need to renegotiate with equipment 

suppliers and all contractors to discuss and review contracts for the common good. All producers are currently in a survival 

mode, which needs efficiency. Lower fuel prices, which account for 40% of total production costs, provide an advantage. In 

addition, it can also be done resetting the distance between loading and unloading or decreasing the SR so that production 

costs can be lowered. 

 

▪ Pak Adib Ubaidillah stated that the current pressure on coal prices and the efficiency-optimization carried out should not 

diminish the good mining pactice. Safety, environment, and community empowerment are fixed prices. Effectiveness can be 

done in other aspects such as minimizing traveling expand or meeting costs which can be done virtually. 

 

▪ As we know, prices are largely determined by supply and demand. This year, the government is targeting coal production to 

reach 550 million tons and is in the process of changing the RKAB, which is possible, in fact, there is an increase in production 

with the hypothesis that it will not affect the price if the contract is already in effect. Pak Adib Ubaidillah is of the opinion that 

this cannot happen, unless the applied contract already uses a fixed price, but if the price is still using the index, the price will 

still have an effect. Pak Bob Kamandanu added that according to him, no company would want to sell coal at a low price 

like it is today for the long term, so that the increase in the amount of production would certainly have an effect on the price 

decline. Diana's mother does not think that increasing production is currently not necessary. 

 

MINERBA INVESTMENT WEAKNESS 2020 



 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Even though it has not been very influential 

at the beginning, there are several 

conditions which have become a concern 

regarding theprospect of Indonesian coal 

exports. As reported by the Directorate 

General of Mineral and Mineral  
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ESDM Ministry's Mineral and Coal (Minerba) Development Program Director Muhammad Wafid said this year's investment target 

for the mineral and coal sector is difficult to achieve. It is estimated that the realization of mineral and coal investment this year is 

estimated to have decreased by 15 percent to 25 percent. 

In fact, according to the director of the Indonesian Mining Institute, Hendra Sinadia, this year's mineral and coal investment value 

could decrease 60% from last year's investment value. Investment itself certainly considers many factors, including: market and 

price outlook, government policies, and what will happen in the long term. In addition, with regard to profitability, it is possible that 

the issuer will decline by 20-50%. 

Based on this, seeing the current conditions is quite heavy for investment so the most important thing is how the company can 

survive or "survival mode" after that investment can be made.  

Survival mode, what can be done is by reducing costs, such as lowering the stripping ratio. This of course will have an impact on 

related supporting sectors such as contractors, lenders, shipping etc. So it is necessary to re-negotiate the related parties. 

The impact of current conditions and the decline in commodity prices is felt not only by business actors but also by the government 

in terms of state revenue. Therefore, the role of the government is also needed to be able to help mining companies survive. The 

Indonesian Coal Mining Association (APBI) hopes that the government can tolerate royalty payments. 

The proposed revision is a temporary change to the royalty calculation formula, in which royalty payments to the government use 

the actual selling price which is generally index-linked. This occurred due to the widening disparity between the reference coal 

price (HBA) and the actual FOB coal selling price, some even reaching US $ 5. Even though state revenue will be disrupted, the 

government can expect the effects that will occur if the company can survive where of course the company will support the 

regional economy, such as: carrying out the commitment to regional development, the environment, and the workforce. 

In addition, with regard to the DMO (domestic market obligation) of 25%, APBI hopes that the government can consider 

implementing sanctions or reducing the DMO obligation to 18%, considering that currently the decline in coal demand does not 

only occur from the export market but also the domestic market.  

The mineral and coal regulation which was just passed in the midst of the pandemic in June is expected to be a positive catalyst 

because investment certainty has been regulated in it. Hendra Sinadia is still optimistic that in the next 10 - 20 decades the prospect 

of coal is still promising. 
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eanwhile, the Government of India has 

set a lockdown. Forty PLTUs with a 

capacity of 30 GW located in northern 

India have stopped supplying Coal 

because demand has fallen sharply 

during the lockdown due to an increase 

in coal stockpiles to around 75 million 

tons. This resulted in a drop in Indian coal 

imports (postponing shipments from 

exporting countries), including China 

and the Philippines. The reason is that 

almost half of Indonesia's coal export 

sales go to China and India. As an 

illustration, in 2019, based on data 

presented by the Directorate General of 

Mineral and Coal ESDM coal exports to 

the Chinese market had a 33% share 

while to India as much as 27% of 

Indonesia's total coal e 

 

 

IMI InSights – Bi Weekly 

IMI Insights – Bi Weekly merupakan publikasi dua mingguan dari Indonesian Mining Institution (IMI) yang mencakup berita 

MINERAL dan BATU BARA dan beberapa Isu penting lainnya yang disajikan dengan analisis dari Expertise IMI.  

IMI Insights - Bi weekly a publication from Indonesian Mining Institution (IMI) which covers mineral and coal news and issues with 

analysis from our experts 
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