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Abstract 

The aim of this report is to provide an update on the main export commodities: coal, 

copper, gold and iron ore market. This study mainly highlights demand and supply 

factors influencing the world and Mongolian market, since the January 2018 commodity 

market study update. 
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DEMAND SIDE 

There are a number of conflicting factors which are influencing China’s imports of 
coking coal. The government is expected to continue to implement the current 
import policies – with total coal imports restricted around 280 Mt in 2019. As coal 
imports have been high in the first three quarters of the year relative to the same 
period the previous year, volume of coal imports may drop sharply towards the end 
of 2019 as port reach their annual quotas. There has also been a slowdown in major 
steel consuming sectors such as construction and manufacturing. To which, the 
government responded with stimulus measures to boost industrial productions and 
infrastructure spending. In particular, China is expected to be more reliant on coking 
coal imports of high-quality grades which is difficult to source domestically.  

The average calorific value of coal at the TT mine is about 5,500 kcal/kg, while 
sulphur content is around 0.5 percent and ash content around 0.2 percent. In 
comparison, Australian coal’s calorific value is also high; however, its sulphur content 
is higher around 8-20 percent, which makes it less attractive.  

FIGURE 6. CHINA COKING COAL IMPORTS, MT 

Source: Bloomberg 

Mongolia may replace Australia as China’s largest coking coal supplier once the new 
railway becomes operational in 2021. The 240-kilometer railway track from Tavan 
Tolgoi, one of the world’s largest open-pit coking coal mines, to China could 
exponentially increase Mongolian coal exports. Logistics costs per tonne may drop 
by 25 percent to about 24 yuan (Leung, 2019). 
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Australian coal has tended to fluctuate due to supply disruptions and customs 
delays (February 2019). 

FIGURE 8. CHINA COKING COAL IMPORT PRICE, USD/MT 

Source: Bloomberg 

In breaking down Mongolian coal prices further by mining companies, the prices 
vary according to the quality grade. It is known that the coals mined around the 
Ukhaa Khudag and Baruun Naran mines are of higher quality, especially when its 
processed further and washed. On the other hand, the coals from the Tavan Tolgoi 
coal basin tend to be exported raw. However, there are plans to construct a coal 
washing plant in order to add value. 

TABLE 3. SALES STATISTICS AT TAVAN TOLGOI MINE SITE, 2018 

 Description Volume 
(Mt) Value Average Price 

Mongolian Mining 
Corporation 
(Washed coking 
and thermal coal) 

Exported to 
Chinese end-user 

4.7 591 mill.USD 
170.1 USD 

Exported through 
Gantsmod port 135.6 USD 

Erdenes Tavan 
Tolgoi JSC 

Payment for mining 
services 1.7 

1986.9 bil.MNT 

- 

Exported through 
auction 7.9 68.1-72.2 USD 

Exported directly to 
Chalco 3.47 59.3-61.0 USD 

Tavan Tolgoi JSC 
Export 1.70 226.14 bill.MNT 133.0 thou.MNT 

Domestic Market 0.14 257.4 mill.MNT 15.0 thou.MNT 

Source: Annual reports of Tavan Tolgoi JSC, Erdenes Tavan Tolgoi JSC, and MMC 
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Source: Bloomberg

FIGURE 1.COPPER DEMAND ON REGIONAL BASIS AS OF 1ST HALF OF 2019, PERCENT
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PRICE 

In 2018, copper prices declined despite looming supply disturbance in Chile arising 
from labor disputes at Escondida, the world’s largest copper mine. This downward 
trend was driven by trade tensions between the United States and China, reinforcing 
fears about the world economy. This global economic condition continued into 2019.  
In the first quarter of 2019, copper price grew due to better than expected 
economic growth in China, a consumer of 50 percent of the world supply of copper, 
and increased Chinese copper imports. However, after the second quarter of 2019, 
price have been declining. For instance, copper price dropped to 5536 USD per 
tonne, a two-year low, on September 4 2019. This sharp decline in prices can be 
attributed to continued trade tensions between the United States and China as well 
as the CNY weakening against the USD. Overall, the decline in copper prices is 
associate with global trade uncertainty. 

FIGURE 11. LME COPPER PRICE, USD PER TONNE

 
Source: London Metal Exchange Copper 

In light of the aforementioned economic circumstances, international organizations 
have modified their forecast of copper prices. Due to the worsening macroeconomic 
environment, spurred on by the escalating trade war, Chinese consumption levels 
have dropped and loosened the global copper market.   

FIGURE 12. PRICE PROJECTION, USD PER TONNE 
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the trade war and its influence on global steel production. Within the framework of 
this program, the central government urged local governments to support 
infrastructure projects by issuing special bonds. The government increased the 
annual special bond quota for local governments to a record high of 311 billion USD 
in 2019 (Bloomberg, 2019). The government also waived the restrictions on the 
methods used by local government to finance their projects through the special 
bond. For instance, the Chinese government eradicated a 20 percent limit on the 
proportion of any local government bond sale that bank underwriter could purchase 
for their own balance sheets (Financial Times, 2018). Chinese steel production was 
boosted by the strong domestic demand and high prices along with strict 
environmental regulations which forced small or ineffective steel mills to shut down.  

However, China’s high steel production may have a limited effect on iron ore 
demand due to the rising usage of steel scrap. China is the largest consumer of steel 
scrap for steel making. In 2018, China’s steel scrap consumption twice as much as 
the European Union, three times the United States and six times Japan. The 
consumption of steel scraps by China has been increasing rapidly in recent years. 
China’s steel scrap consumption increased by 27 percent year-on-year and reached 
187.8 million tonnes in 2018 (As for the supply side of steel scraps, an increasing 
number of machineries are reaching the end of their useful life and buildings are be 
demolished or replaced from wear and tear. 

FIGURE 18). This upward trend is driven by stricter environmental regulation such as 
forcing steel mills to reduce their output pollution (Bureau of international recycling, 
2018). As for the supply side of steel scraps, an increasing number of machineries 
are reaching the end of their useful life and buildings are be demolished or replaced 
from wear and tear. 

FIGURE 18. CHINA’S STEEL SCRAP CONSUMPTION FOR STEEL MAKING 

 
Source: Bureau of International Recycling (2018) World Steel Recycling in Figures 2014– 2018;  

In further, removal of the above mentioned government stimulus program, 
moderating steel consumption and stricter environmental regulation will affect the 
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