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Global Supply & Demand — Where are we now?
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Thermal coal import demand to decline around 82 MMt this year

Changes in thermal coal imports, 2019 to 2020
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« The one positive for Indonesian exports is
Vietnam, where imports have been soaring. IHS
Markit expects Vietnamese coal imports to rise
12 MMt this year.
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Actual cuts are rising towards required cuts, but still more needed

Changes in thermal coal supply expectations
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IHS Markit presentation to JFE | June 2020

More tons need to be incentivised offline, hence continued weak prices

Coal prices

Thermal coal price markers
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Long-term seaborne demand: peak demand has already occurred

Long term demand outlook post COVID-19
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Supply: the next ten years will see growth, but decline thereafter

Long term supply outlook post COVID-19
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China: Quota System and Domestic Pricing
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2020 China Import Policy - The Quota System

 Total import quota was said to be the same as the 2017 or 2018
total import volume, which was 271mt or 281mt respectively;

* Quotas are allocated through two systems - to importers and to the
ports.

* The basic logic is that each importer does the same thing as they
did in 2017 to achieve the total intake volume. For example, Group
A has imported X amount of coal through port B in 2017. Their
guota this year at port B will be X amount.

* Problems have been raised in practice with the demand changes in
groups, regions and seasons.
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Why control imports?
Competitive international coal prices are not encouraging authorities to relax import restrictions

> Energy security

> Use import coal as supplements or a tool to stabilize domestic
coal market when necessary.

> Protect China’s domestic coal injustry;

 Additional rules to have a better control of the quota system:
> Reduce the non-local customs declaration.

> Set quota at different levels (Quota to Province/customs/end-
user);

> National Development and Reform Commisssion (NDRC) has
encouraged more quota to be released in peak seasons to
secure supply and stabilize domestic price.

Confidential. © 2020 IHS Markit®. All rights reserved.
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Additional rules to have a better control of the quota system:

* Issues fund in previous years. « Limit non-local custom clearance

- Non-local custom clearance. * Allocate quota to different levels and less flexibility.

- Duplication in quota usage and flexible on - Breakdown the quota into quarters and even

guota allocation months by some port and groups. To even out the
usage.

- Deplete the allocated quotas early and apply

.. : « National Development and Reform Commisssion
for additional quota in peak seasons

(NDRC) has encouraged more quota to be released
in peak seasons to secure supply and stabilize
domestic price.
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Why the import control happened earlier this year than in previous years?

China Import tonnages by month

Unit: mt)
Jan Feb Mar Apr May Jun Sum YOY Total
2020 34,030,131 34,030,131 27,832,850 30,947,787 22,056,985 25,286,000 174,183,884 12.75%
2019 33503274 17,641,243 23,481,498 25,298,917 27,467,220 27,097,646 154,489,798 6.18%
2018 27,806,670 20,906,128 26,699,828 22,277,183 22,335,184 25,471,204 145,496,197 9.20% 280,780,852
2017 24,909,426 17,673,411 22,091,214 24,784,768 22,187,113 21,595,391 133,241,323 271,113,139

Source: IHS Markit

« Compared to 2017, import data in 2020 is more than 30% higher.

« With the impact of COVID-19, China needs to protect domestic industry (coal) and GDP.
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Timeline for China’s import controls

® Chinese customs dealt with surging clearance requests due to backlog cargoes from

November and December last year

Some southern China ports flagged worries that they might run out of quota soon by
end-June, but have little idea of overall quota scheme this year

By early April, Guangzhou customs halted clearance for some end-users in first
evidence of tightening policy

Imports curbs escalated across multiple regions, after domestic miners lobbied for
more aggressive restriction against imports to protect their interest

Some state owned utilities were warned of quota crunch on local levels and were
forced to delay or cancelled their shipments

Customs authorities of Nanjing revoke import quota it issued in attempt to
reallocated permits

Severe backlog built at China’s largest coking coal clearance hub

Huangpu and Guangzhou customs declared crunch, seaborne inflows nearly came
to a halt

Confidential. © 2020 IHS Markit®. All rights reserved.
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Chinese import prices have stabilised at current levels since beginning of June

IHS Markit/Xinhua Infolink CFR prices into South China ($/t)
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Chinese CFR prices

CFR prices into South China ($/t) * Chinese CFR prices are down around 14-16%

year on year so far in 2020, depending on
3,800 NAR 4,700 NAR 5,500 NAR 6,000 NAR grade

2019 42.63 58.03 65.64 81.54
* They are down 23-31% for June/July 2020
2020 to date 36.02 49.59 57.07 70.06
compared to June/July 2019
June/July 2020 31.48 43.77 48.70 56.94

>3,800 kc NAR down 27%
>4,700 kc NAR down 23%
>5,500 kc NAR, down 24%
>6,000 kc NAR down 31%

Source: IHS Markit/Xinhua Infolink

Confidential. © 2020 IHS Markit®. All rights reserved.



%///“\\ IHS Markit’

Chinese consumption has been rising since bottoming out in February - due to
CNY and the COVID-19 outbreak

Power station coal stocks vs consumption (mt)
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Domestic prices have risen but relaxation of import controls are unlikely to be soon

* The NDRC held a closed-door meeting on 9 June concluded that importing activity is not a priority.

» The current domestic price surge was not mainly attribute to the control of import.

Multiple measures would be taken to stabilize the domestic price.

> Encourage domestic production

> Coastal power groups stopped updating their consumption and stock data to give more flexibility for the end users
to control their stock level and increase their barging power in the domestic market.

> Encourage the performance of term contact while spot prices went higher than term contract.

> More import quota could be given in the peak period when there is shortage of domestic supply.

Confidential. © 2020 IHS Markit®. All rights reserved.
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Outlook

Near-term Indonesian FOB prices, forecasts and forward curves
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Indonesian low-rank and sub-bituminous prices and outlook

The forecast is lagging behind forward curve — which moved higher over the past few days while the forecast is updated quarterly

Indonesian 4,200 kc GAR FOB (M42) Indonesian 4,700 kc NAR FOB (M50)
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About IHS Markit

Addressing strategic challenges with interconnected areas of expertise

IHS Markit empowers leaders from multiple industries. We deliver proprietary data, software &
analytics and analysis to help the make critical business decisions and stay ahead of their
competition.

IHS Markit is a dynamic team that includes more than 5,000 analysts, data scientists, financial
experts and industry specialists. Our global information expertise spans numerous industries,
including leading positions in finance, energy and transportation.

ihsmarkit.com
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IHS Markit Customer Care

CustomerCare@ihsmarkit.com

Americas: +1 800 IHS CARE (+1 800 447 2273)
Europe, Middle East, and Africa: +44 (0) 1344 328 300
Asia and the Pacific Rim: +604 291 3600
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The information contained in this presentationis confidential. Any unauthorized use, disclosure, reproduction, or dissemination, in full or in part, in any media or by any means, without the prior written permission of IHS Markit Ltd. or any of its affiliates ("IHS Markit") is
strictly prohibited. IHS Markit owns all IHS Markit logos and trade names contained in this presentation that are subject to license. Opinions, statements, estimates, and projections in this presentation (including other media) are solely those of the individual author(s) at the
time of writing and do not necessarily reflect the opinions of IHS Markit. Neither IHS Markit nor the author(s) has any obligation to update this presentationin the event that any content, opinion, statement, estimate, or projection (collectively, “information") changes or
subsequently becomes inaccurate. IHS Markit makes no warranty, expressed or implied, as to the accuracy, completeness, or timeliness of any informationin this presentation, and shall not in any way be liable to any recipient for any inaccuracies or omissions. Without
limiting the foregoing, IHS Markit shall have no liability whatsoever to any recipient, whether in contract, in tort (including negligence), under warranty, under statute or otherwise, in respect of any loss or damage suffered by any recipient as a result of or in connection with
any information provided, or any course of action determined, by it or any third party, whether or not based on any information provided. The inclusion of a link to an external website by IHS Markit should not be understoodto be an endorsement of that website or the site's
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Appendix

IHS Markit’s Indonesian coal price Indices
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IHS Markit has a long history of Indonesian price reporting

* IHS purchased the McCloskey Group toward the end of 2007, and IHS and Markit merged in mid-2016 to form IHS Markit.

* The McCloskey Coal Report has been publishing Indonesian subbituminous prices since the early 2000s, first formalizing it into a monthly
number around the mid 2000s and then going weekly in the second half of 2007. The index was developed further in 2010, in line with
becoming listed as the first exchange-tradable Indonesian coal derivative/swap.

« |[HS Markit McCloskey has been producing indices for other Indonesian grades since April 2011. The full suite on Indonesian “M” numbers
includes

— 3,400 kcal GAR (Jan 2018)—M34
— 3,800 kcal GAR (Aug 2012)—M38
— 4,200 kcal GAR (Apr 2011)—M42
— 4,700 kcal NAR (Jan 2002)—M50
— 5,500 kcal NAR (Mar 2011)—M58
— 6,000 kcal NAR (Apr 2011)—M63

Confidential. © 2020 IHS Markit®. All rights reserved.
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M50: An established index with more than 15 years of history

The McCloskey Coal Report has
been publishing Indonesian

2000s

subbituminous prices since the early

Formalization of IHS McCloskey The marker transitions into a
weekly number the second half

of the year

Index developed further, listed as
the first exchange-tradable
Indonesian coal derivative/swap

Indonesian Sub-Bituminous FOB
Marker into a monthly number

|
Early 2000s

Popularity grows, trades around
18 metric tons per year at its peak

|
Mid-2000s

Decline of the derivatives trading, along with a change to import
specifications into India and China, led to a decline in
subbituminous hedging active

Index also used as the basis of the FISTA contract for
physical delivery, gained popularity with a number of
international traders

2011-15

2015

The basis calorific value (CV) of the contract was lowered, in line with

the market trend, from 4,900 kcal NAR to the more actively traded Withthe launch of M42 as a derivative on SGX in

April 2018, the Indonesian Sub-Bituminous FOB
Marker was rebranded M50

4,700 kcal NAR, which helped increase number of trades captured in
formulating the weekly index

2016 2018

Source: IHS Markit

© 2020 IHS Markit
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What makes M42 and M50 different?

Transaction-based

Predictability

Transparency

Fair and compliant

Trades are better than opinion in terms
of price discovery.

M42 and M50 are typically 75% trade
data backed

The M series of indices is designed to
allow trades and firm bids and offers to
take precedence over survey/opinion

Participants need to be able to trust that
if they see the market rising, or falling,
that this is reflected in what we are
reporting and the final outcome of the
index

Tracks the direction and momentum of
the market with minimum lag

Provides feedback to the market on
what is being seen over the week

No “black-box”—clear reporting on what
is included in the index calculation

Index should reflect a fair price for both
buyer and seller; this allows for more
reliable premiums/discounts to be
applied

IOSCO and BMR compliant, the
international standards for PRA-derived
commodity indices

Audited—methodology documents are
meaningless unless there is external
oversight to make sure they are strictly
applied

Source: IHS Markit

© 2020 IHS Markit

The IHS Markit coal reporting unit completed its fifth annual IOSCO audit by PWC in fourth quarter 2019, all of which have included M50 and included M42 being
tested for the second year to the “reasonable assurance” level.
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