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About this report

This report, commissioned by Fair Finance Asia, analyzes how financial institutions operating in Asia can
contribute to a just energy transition.

About Fair Finance Asia

Fair Finance Asia (FFA) is a regional network of civil society organizations (CSOs) committed to ensuring
that financial institutions operating in Asia respect and uphold the rights and social and environmental
well -being of local communities.

About Profundo

Through research and advice, Profundo aims to make a practical contribution to a sustainable world and
social justice. Quality comes first, aiming at the needs of clients. Thematically focused on commaodity
chains, the financial sector and corporate social responsibility. More information on Profundo can be
found at www.profundo.nl

Authorship

This report, commissioned by Fair Finance Asia, has been researched and written by Ward Warmerdam,
Jan Willem van Gelder, Diana Quiroz, Gerard Rijk, Ender Kaynar , Fauzul Muna and Eline Achterberg

Correct citation of this document: Van Gelder, J.W., W. Warmerdam, D. Quiroz, G. Rijk, E. Kaynar , F. Muna
and E. Achterberg (2021, November), A fut ure wi thout coal.: Banking on Asi a
Amsterdam, The Netherlands: Profundo.
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This report is finalized with the Fair Finance Asia Exec.!
reviews provided by Bernadette Victorio (Programme Lead), Shreya Kaushik (Knowledge Management

and Research Specialist) and  Pavle Vizintin (MEAL Specialist), as well as overall coordination by Cheth

Phay (Contract Manager) and  Hongyee Tan (Program Officer).

In addition, Fair Finance Asia would like to thank all contributors to this report including:
T Members of FFA national coalitions for their valuable inputs: Fair Finance Cambodia, Fair Finance

India, Responsibank Indonesia, Fair Finance Guide Japan, Fair Finance Pakistan, Fair Finance
Philippines, Fair Finance Thailand and Fair Finance Vietnam

T Fair Finance International for its valuable feedback and linkages with other global initiatives
T The interview respondents for their participation and insightful views

T Sandy Pederson of Seed Edit Communications for editing the report

T Unlock Impact for designing the report

Disclaimer

Profundo observes the greatest possible care in collecting information and drafting publications but
cannot guarantee that this report is complete. Profundo and Fair Finance Asia assume no responsibility
for errors in the sources used, nor for changes after the date of publication. The report is provided for
informational purposes and is not to be read as providing endorsements, representations or warranties of
any kind whatsoever. In connection with this report or any part thereof, Fair Finance Asia and/or
Profundo do not owe a duty of care (whether in contract or in tort or under statute or otherwise) to any
person or party to whom the report is circulated to and shall not be liable to any party who uses or relies
on this report.

This report is published by Fair Finance Asia (FFA). This publication is made possible with the support of
the Swedish Government through the Swedish Embassy in Bangkok, Thailand. The content of this
publication is the sole responsibility of FFA and can in no way be taken to reflect the views of the
Swedish Ministry of Foreign Affairs.

For more information on this report, please write to info@fairfinanceasia.org
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SUMMARY & HIGHLIGHTS

Continued use of thermal coal is the number one cause of global
temperature rise. It is responsible for nearly half of carbon dioxide

0
Coal accounts for 74% emissions worldwide and 72% of greenhouse gas (GHG) emissions

of all electricity from the energy sector. A new report by the Intergovernmental
produced in India, 66% Panel on Climate Change (IPCC) released in August 2021 issued a

. . O/ i ¢ C 0 d e df@ the world, warning that without deep and immediate

in China, 59% in cuts to carbon pollution, the 158 goal of the Paris Agreement ¢ wi | |
Indonesia, 52% in the quickly fall out of reach .&

Philippines, 47% in A vision of a different energy future is urgently needed . Yet, across
Vietnam and between Asia, coal consumption has doubled in the last decade . Coal

. accounts for 74% of all electricity produced in India, 66 % in China,
1% and .45% In th? other 59% in Indonesia, 52% in the Philippines, 47% in Vietnam and
eight Asian countries between 19 and 45% in the other eight Asian countries covered in
covered in this study. this study . Together, these 13 countries | are developing coal -fired
power projects with a total capacity of 432 GW which, when

complete, will increase their coal -fired power capacity by 30 %.

Social and Environmental Impacts of Coal

For the majority of As i a population, these have serious
consequences for housing, livelihoods, health and food security . Coal

Coal IS a major combustion also causes significant air pollution from the release of
; nitrogen oxides, sulfur dioxide, particulate matter and heavy metals ,
ContrlbUtor to while coal mining and combustion cause water pollution and
climate Change’ consume large volumes of water .
CaUSing hlgher The air pollutants emitted by coal -fired power plants are harmful to
human health and a major cause of respiratory and cardiovascular
temperatures, disease . The contamination of water, air and soil by coal combustion
d h ﬂ d threatens the food security of wvulnerable communities due to
roug tS, 00das adverse impacts on crop productivity, fish and life in rivers and
and extreme biodiversity . Land grabbing by coal companies has led to rural
communities and Indigenous peoples losing agricultural and
Weather pat[erns_ traditional lands. Coal mine workers labor in dangerous working

conditions for low wages, and poor health and safety standards have
resulted in high rates of death and injury .

' FFA countries: Cambodia, India, Indonesia, Japan, Pakistan,
Philippines, Thailand and Vietham. Non -FFA countries:
Bangladesh, China, Malaysia, Singapore and South Korea.
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Policies to Limit the Use
and Impact of Coal in Asia

To meet their

obligations under the
Paris Agreement, many
Asian countries are
taking steps to limit the
negative climate

impacts of coal

Indonesia , Pakistan, Philippines, Singapore and
South Korea have all introduced policies to stop
new coal-fired power plant projects . The
adoption of carbon capture and storage (CCS)
technology to improve the efficiency of coal-
fired power plants has become a policy focus in
China, Japan and South Korea. Several
countries have also committed to introduce a
carbon tax, including India, Japan, Singapore,
South Korea and Vietnam .

However, these policies are not sufficient to
phase out coal and achieve the Paris
Agreement commitments . Alt hough fewer coal-
fired power plants are being constructed, those
already in operation and under development
will continue to operate for the next 35 to 40
years. Meanwhile, some Asian countries are
switching away from coal to other fossil fuels
(such as natural gas) that will continue to emit
GHGs. Efforts to make coal-fired power plants
more efficient will have very little impact on
reducingg GHG emissions, and new market
mechanisms like carbon taxes and incentives to
stop investments in coal wil not be fully
effective in turning the tide .
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Coal Financing in Asia

Continued growth in Asiaés coal
sector is largely due to available
funding coming from banks and
investors. In the past five years
(2016 a2020), banks operating in
Asia have provided USD 683

billion in loans and underwriting
services to companies active in

coal mining and coal -fired power
in Asia.

Annual credit flows to coal peaked in 2018 and have since
showed a modest decline (-16% in 2020 ). Most loans and
underwriting  services were provided to coal companies
active in China, followed by coal companies in Indonesia,
Japan and India . Chinese banks accounted for two -thirds of
the loans, followed by banks from Japan, India and South
Korea . Banks from outside the region (United Kingdom,
United States, France and other countries) made only a
minor contribution to total loans and underwriting services .
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In June 2021, investors held USD 70 .4 billion in bonds and
shares issued by companies active in coal mining and coal -
fired power in Asia, 86% of which were in the form of
shares. The value of the shares of Asian coal companies
owned by institutional investors peaked at the end of 2017
and declined by 28% by mid-2021. A comparison of
baseline investments and actual investment value (i.e.
whether the portfolio composition had stayed the same)
shows that approximately USD 10 billion more investments
were made in the peak period of 201742019. The difference
between baseline and actual investments since the fourth
quarter of 2020 is smaller, but still indicates an overall
increase in fossil fuel investments .
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Most investments are currenty made in the shares and
bonds of coal companies in India, followed by companies in
China, Japan and Malaysia. Investors from the US
accounted for 20% of total bonds and shareholdings, and
investors from Japan, China and India also held significant
stakes . The biggest investors in the Asian coal sector are
J a p a iGévernment Pension Investment Fund, | n dil#eé s
Insurance Corporation, US asset managers BlackRock and
Vanguard and Malaysian investors Khazanah Nasional, PNB
and EPF.
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Towards a Just Energy Transition

The enormous impacts of coal on climate change, the
environment and society must be wurgently addressed .
However, simply replacing coal with renewable energy is not

a straightforward  solution to the social and environmental
injustices of the global energy system . Instead, Asian civil
society movements are calling for a¢j uengrgy t r ansi t i
based on the following principles :

No financing for new coal projects for electricity
. generation and phasing out existing coal -based
power generation;

Development of atime  -bound transition away from
other fossil fuels for electricity generation;

Active investment in renewable energy generation;

Long -term planning and strategies to mitigate the
adverse environmental and social impacts of
renewables;

Respect for land rights and Free, Prior and
Informed Consent (FPIC), and clear policies for
community participation, gender sensitivity and
consultation with civil society organizations (CSOs)
in large energy projects;

Protection of the rights of workers and
mainstreaming of Human Rights Due Diligence
(HRDD) during the energy transition;

Safeguarding the health, livelihoods, culture and
heritage of communities impacted by the continued
use of fossil fuels;

Active and meaningful engagement and
participation of women in the energy transition; and

Investments in access to electricity for all.

Realizing a just transition in Asia will require financial
institutions  to play a pivotal role, but success will also largely
depend on governments promoting and regulating a shift
from fossil fuels to renewable energy in a manner that
safeguards the environment and respects human rights .




