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Coal

Domestic coal production grew 10.5%, hit a
record high.

Coal consumption grew 4.3%, slightly
decreased.

Coal generated 5080 TWh of electricity,
accounting for 58.4% of the total.

Under the influence of international geopolitical
conflicts and climate anomalies, the global energy
crisis has intensified, and the coal prices increased
significantly. In 2022, China's coal import amount was
293 million tonnes, down 9.2% y-o-y from 323 million
tonnes in 2021, the first time decreasing in nearly
seven years. However, coal imports spending was 285
billion CNY, up 22.2% from 234 billion CNY in 2021. To
cope with the fluctuation of international coal prices,
the Chinese government has relaxed the customs
clearance procedures for imported coal, providing for a
zero-tax rate on coal imports from May 1 2022 till March
31 2023, which has been extended to the end of 2023.

In 2022, China’s coal production was 4.56 billion
tonnes, a record high of 10.5% y-0-y. From 2014 to
2016, China's coal production growth rate was negative
due to the Chinese government's strategy of promoting
renewable energy development, and restriction of

coal consumption to improve air pollution,’ and then
remained at around 4% till 2019. In 2020, the growth
rate dropped to 1.4%. In the summer of 2021 and
2022, the drought in the southern region caused a
shortage of hydropower, and the Chinese government
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decided to increase coal production amount to
maintain 12.6 million tonnes per day, and reach
620 million tonnes of reserves, which resulting in a
significant increase in coal production in 2022.

@ Coal production and consumption generally follow
the same trend, with consumption slowing a bit in 2022
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China’s coal consumption also increased from 4.19
billion tonnes in 2021 to 4.37 billion tonnes in 2022,
although the growth rate was 0.3% lower than in
2021, which showed that coal consumption was
slowing down, mainly due to the weakening demand
for non-electricity coal. Due to the ongoing downturn
in China’s real estate market, in 2022, China's crude
steel production decreased by 2.1% to 1.01 billion
tonnes and cement production decreased by 10.8%

to 2.12 billion tonnes.?
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At the same time, the Chinese government eased the
conditions for approving new coal mining projects. 22
coal mining projects were approved in 2022, adding
300 million tonnes per year of coal production capacity.
Investment in the coal industry rose significantly, with
fixed asset investment growth rate of 24.4% in 2022,
compared to only 11.1% in 2021 .°

@ More than half of the coal consumption
in China is used to produce electricity
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From the estimation, China's electricity consumption
will reach 9,150 TWh in 2023, increasing by 6% from
2022.* As China's economy recovers, both China's coal
production and consumption will continue to grow in
2023.

At the beginning of 2022, the “14th Five-Year Plan
for Modern Energy System” issued by the Chinese
government clearly put forward the requirement of
constructing advanced coal power, and promote the
transformation of coal power from a subjective power
source to a supportive and regulatory power source
on the premise of maintaining the safe and stable
operation of the power system.” Nevertheless, in the
face of the energy crisis, the Chinese government
has temporarily expanded coal power capacity.
According to NEA's data, the total installed capacity of
newly approved coal power projects from January to
November 2022 was 65.24 GW, which is more than
three times of the total amount in 2021.° Most of the
newly approved coal power projects feature large
units of 1 GW. Meanwhile, the Chinese government
is continuing to shut down high-emission coal power
units with a capacity below 0.3 GW. Some large coal
power provinces have set quantitative targets for
shutdowns. Shandong Province, for example, has
already shut down 5.03 GW of outdated units since
the beginning of the 14th FYP.” As of the first half of
2022, China's cumulative shutdown of outdated coal
power units exceeds 100 GW.

Most of China's in-service coal power units have a
design life of 30 years and have the ability to run for
another 10-15 years. But in fact, the overall operating
life is relatively short, with the average service time
being only 12 years, and less than 1.1% of coal

power units are operating for more than 30 years.’

It is predicted that the capacity of coal power units

to be retired until 2030 is near to another 100 GW,
accounting for 10% of the total installed coal power
capacity. Coal power is to peak latest by 2030 and it is
expected that more than 550 GW of coal power units
will have to be retired before 2050, accounting for
about 50% of the existing units."

Oil

Domestic oil production grew 2.9%. NEA's
2022 annual work plan calls for maintaining
investment in exploration and production to
ensure energy security.

Oil consumption decreased 3.1%, first time
has fallen in a decade, in part due to lower

driving during the pandemic.

China’s crude oil import was 508 million tonnes in
2022, the growth rate was -0.9%, which was the sec-
ond decline seen in the last 20 years, the first decline
was -5.4% in 2021. China’s crude oil import have
been above 500 million tonnes in the last five years,
peaking at 542 million tonnes in 2020, afterwards, the
import amount reduced due to the import quotas
declining in 2021 to 2022 and the impact of high fluc-
tuant of international oil prices.
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Crude oil production changed little,
with the consumption declined a lots in 2022
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Unlike the successive decline in imports, China's
domestic crude oil production climbed y-o-y,
producing 205 million tonnes in 2022 at a growth

rate of 2.9%, exceeding the 2.1% growth rate in 2021.
The crude oil consumption declined significantly

y-0-y to 712 million tonnes in 2022, down 3.1% from
735 million tonnes in 2021, the first time declining

in nearly two decades. This was mainly due to the
impact of the epidemic, which has restricted industrial
production and greatly reduced transportation. And
the accelerated development of NEVs will further
affect the oil consumption. According to the forecast,
China will continue promoting the NEVs, the inventory
expected to reach 10%, 50% and 80% in 2025, 2040
and 2050. This will drive oil consumption to peak at
approximately 780 million tonnes by 2030."

China is expected to continue to grow its domestic
crude oil production in 2023.

Gas

Domestic gas production continues to rise,
consumption has decreased.

LNG imports have fallen sharply, pipeline gas
rises to 42.7%.

In 2022, China's gas import fell for the first time, down
from 167 billion m?in 2021to 151billion m? (-10.4%).
LNG import was 88 billion m? down 19.5% y-o-y, the
first decline in nearly seven years. But LNG import
costs rose 52.4% from 2021, with pipeline gas imports
costing much less than LNG. Therefore, the share of
pipeline gas imports in China increased significantly,
from 35% in 2021 to 42.7%."

China’s gas production was 220 billion m?, up 6% from
208 billion m? in 2021. The growth rate of production
has been above 8% since 2017, and even up to 10%

in 2019 before the epidemic. Annual gas consumption
in 2022 was 358 billion m?, a 3% decrease from 369
billion m® in 2021, while the growth rate remained at
12.5% in 2021." This was mainly due to the ongoing
epidemic restrictions hitting the economy. High import
gas prices are also dampend the gas demand.

production expected to reach 226 billion m®.

@ The gas production growth rate stably increased
while its consumption growth rate has declined drastically
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In 2023, the Chinese government will continue to
boost gas production and supply,'* with domestic gas

315

: As a share of GDP, fossil fuel import costs
have risen faster than the economy as a whole
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China depends heavily on oil imports, and both oil
and gas are with significant fluctuations in 2021~2022
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China depends heavily on oil imports, and both oil and downturn caused by pandemic restrictions, which is
gas are with significant fluctuations in 2021~2022. As a not a typical trend. China's goal of reaching carbon
share of GDP, fossil fuel import costs have risen faster peak and carbon neutrality will not change, and the
than the economy as a whole. The unusual volatility share of fossil energy in the whole society will be
seen in 2021-2022 stems from price fluctuations gradually decreased in the coming years.

caused by the global energy shortages and economic
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About us

The Sino-German Energy Transition Project, as a component of the Sino-German Energy Partnership,
commissioned by the German Federal Ministry of Economy and Climate Protection (BMWK) and supported by the
National Energy Administration of China (NEA), focuses on sharing German experiences with the energy transition
and providing advice to the Chinese government and associated energy policy think tanks. In addition, valuable
input from the Chinese partners will refine German practices and offer a different perspective on current and
future approaches. To carry out the project, The Deutsche Gesellschaft fur Internationale Zusammenarbeit (Gl2)
GmbH, the German Energy Agency (dena) and Agora Energiewende collaborate with the China Electric Power
Planning and Engineering Institute (EPPEI), China Southern Power Grid (CSG), and the Institute for Applied Ecology
at the Chinese Academy of Sciences (IAE).
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