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Bleak Future for Coal

A strong message from Donald Trump during the presidential campaign was that he was
going to reduce environmental regulations and bring back jobs in the coal sector. That is
probably not going to happen. In the USA coal mining companies like Peabody Energy, Arch
Coal, Cloud Peak Energy and Alpha Natural Resources produce about 491 million tons of
coal a year. This may be the peak of their production and not the trough because power
companies are relying more on natural gas and renewable energy sources. They are even
closing coal burning power plants. And that includes are areas where coal is mined! There is
a bleak future for coal despite the hype of the Trump presidency.

Coal to Natural Gas

According to Forbes the US electrical system is switching from coal to natural gas.

For coal, a smashing combination of low gas prices and increasing environmental
regulations has caused power producers to choose gas (and other sources) over coal.
Since 2010 alone, gas for power is up nearly 33% to 9.7 Tcf a year.

Through July this year, gas power burn is up 10%, when the hottest summer ever
recorded (here) surged demand to an all-time record of 38.2 Bcf/day. In stark contrast,
coal demand for power is down 25-30% since 2010. Gas now supplies some 35% of
our electricity, double its share 15 years ago.
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https://www.forbes.com/sites/judeclemente/2016/10/31/coal-to-natural-gas-switching-in-the-u-s-electricity-system/#74b018a1e34c

Electric companies have been switching plants from coal to natural gas and closing coal
plants. Big consumers like GM and Toyota insist on clean energy and won'’t use coal even if
environmental regulations are relaxed. That is the bleak future of coal.

Coal Mining Stocks

Peabody Energy is the largest coal producer in the USA as well as in Australia. The stock
sold for $27 a share in 2013 and then steadily fell down to $2. It spiked briefly in late 2015 to
$24 and then fell again. The company entered bankruptcy in early 2016. Seeking

Alpha refers to Peabody Energy as a hedge fund hotel.

e Peabody went into Chapter 11, wiping out the stockholders and giving little value to
unsecured bondholders.

e The company is now a “hedge fund hotel”, with 80% of its stock held by six funds.
e One of the funds, Elliot, continues to aggressively add to its position.

Peabody Energy (NYSE:BTU) is one of the saddest stories in recent SA history. The
name was followed, and probably owned, by tens of thousands of SA readers. The
company extended its leverage for growth, particularly in Australia. When the downturn for
the coal industry came, bankruptcy followed. This is typical of many companies in the
energy business.

What followed was not typical. The bankruptcy settlement reserved much of the proceeds
to certain of the stakeholders, notable a core group of creditors and Peabody
management. Stockholders were wiped out and retail unsecured bondholder's received
much less than they expected.

Considering the bleak future of coal and the strong hand that management and hedge funds
have in these matters, there seem to be good stocks to avoid if you don’t own them and to
get out of it you do.



https://seekingalpha.com/article/4076358-going-peabody-energy

Educational Resources

Click the links below to get your
FREE training materials.

Free Weekly Investing Webinars
Don’t miss these free training events!
http://www.profitableinvestingtips.com/free-webinar

Forex Conspiracy Report
Read every word of this report!
http://www.forexconspiracyreport.com

Get 12 Free Japanese Candlestick Videos
Includes training for all 12 major candlestick signals.
http://www.candlestickforums.com

Disclaimer: Trading and investing involves significant financial risk and is not
suitable for everyone. No content on this document should be considered as
financial, trading, or investing advice. All information is intended for educational
purposes only.
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