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Basic Definitions & 
Principles



What is Macroeconomics?

• Field of economics that studies the performance, structure, behavior, 
and decision-making of an economy as a whole
• Regional
• National
• Global

• Try to understand how the overall economy works
• Relationship between aggregate variables such as income, purchasing power, 

price and money

• Is the sum of all the microeconomic decisions made by individual 
households and firms. 
• Whole is more complex than the sum



Macroeconomics

• Regions, countries, 
governments, globe

• Aggregate supply & demand

• National accounts, economic 
growth, price indices

Microeconomics

• Individual households and firms

• Individual and/or market 
demand & supply (single 
product/service)

• Quantities, prices, wages

Macroeconomics vs. Microeconomics



What is Macroeconomics?

• Analysis focus (concerns) of macroeconomics:

• Economic Growth
• Unemployment
• Inflation/Deflation/Hyperinflation

• (Labor) Productivity

• A positive analysis examines the economic consequences of an economic policy, 
but it does not address its desirability.

• A normative analysis tries to determine whether a certain economic policy should 
be used.



Historical Development

• Classical and neoclassical economics (18th and 19th century)

• Keynesian economics (1930s)

• Conservative economics (1960s-1970s)



Classical vs. Keynesian Approach

• Simple classical models failed 
to explain the prolonged 
existence of severe 
contraction and high 
unemployment during the 
Great Depression that 
started in 1929

• Keynesian economics:
• Aggregate demand is volatile and 

unstable
• Behaves unstably
• Affects production, employment, and 

inflation
• Wages and prices adjust slowly

• Economic output is strongly influenced 
in the short run by aggregate demand
• a market economy will often experience 

inefficient macroeconomic outcomes in 
the form of economic recessions (low 
demand period) and inflation (high 
demand period)

• Thus, markets could be out of 
equilibrium for long periods of time and 
unemployment can persist



Keynesian Approach

• Economy would not return to a natural state of equilibrium by itself

• «Boom and Bust» → Economies contracting and expanding

• Governments could intervene in the economy and affect the level 
of output and employment → regulate inflation and 
unemployment; «Fine-tuning»
• During periods of low private demand (bust), the government can 

stimulate aggregate demand to lift the economy out of recession
• Purchase goods and services, and lower taxes, to stimulate the demand for output 

and unemployment

• During periods of high private demand (boom), the government can 
increase taxes or cut spending, to lower the demand

John Maynard Keynes (1936), The 
General Theory of Employment, 

Interest and Money



Conservative Approach

• After stagflation – high unemployment and high inflation – of the 
1970s, a modernized classical (neoclassical) approach reappeared
• neoclassical economics with conservative principles

• central role attributed to money and the effectiveness of monetary policy

• Substantial communication and cross-pollination is taking place 
between the classical and the Keynesian approaches

• Keynesian and classical economists agree that in the long run 
prices and wages adjust to equilibrium levels



Simple Circular Flow Model

• Market Areas
• Goods and services market
• Labor market
• Financial Market

• Keynesian Model: Prices 
are fixed → Supply 
adjusted to meet demand

• Neoclassical Model: Prices 
adjusted so that supply 
equals demand 



Fiscal policy

• Use of government spending and tax policies to influence 
macroeconomic conditions, incl. aggregate demand, employment, 
inflation and economic growth
• Expansionary – lower tax rates/increase government (deficit) spending to 

increase aggregate demand and stimulate economic growth
• Low tax rates →more money to spend → higher demand → lower unemployment, higher 

wages →more income to spend → higher demand →…
• Higher govt. spending → higher employment, higher wages →more income to spend →

higher demand →…

• Contractionary – reduce public spending (budget surplus) and cut public sector 
pay or jobs

• Neutral – neither expansionary nor contractionary (when economy is in neither a 
recession nor a boom)

• Monetary policy is generally used instead of contractionary fiscal policy



Monetary policy

• Process by which the monetary authority of a country (e.g. central bank, 
currency board) controls either the cost of very short-term borrowing or 
the monetary base, often targeting an inflation rate or interest rate to 
ensure price stability and general trust in the currency
• modifying the interest rate,
• buying or selling government bonds,
• regulating foreign exchange rates,
• changing the amount of money banks are required to maintain as reserves

• The fundamental objective: to assist the economy in attaining a full 
employment, non-inflationary equilibrium

• Fiscal and monetary policies may be contradictory



Monetary policy

• Expansionary – lower interest rates to promote spending
• Low interest rates → higher consumer spending → higher money supply 
→ lower unemployment, higher wages →more income to spend → higher 
demand →…

• Low interest rates → higher investment → higher employment, higher 
wages →more income to spend → higher consumer spending →…
• Easy Money - mitigate recession and stimulate growth

• Increased money supply → inflation!

• Contractionary – higher interest rates to reduce money supply and 
promote saving
• Slower economic growth, higher unemployment but lower inflation

• Tight Money - mitigate inflation and slow growth



Money

• Functions of Money
• Medium of exchange - accepted as «legal tender» or something of general 

and specified value
• Credit cards (near money) - fulfill exchange function, but are not a measure of value 

and if there is a credit line, can be used to store value.

• Measure of value - permits value to be stated in terms of a standard and 
universally understood standard

• Store of value - can be saved with little risk, chance of spoilage and 
virtually no cost and later exchanged for commodities without these 
positive storage characteristics
• Precious metals (near money) - store of value, but not easily exchanged
• Stocks and Bonds (near money) - earnings instruments, but can be used as store of 

value



Money Supply & Demand

• The money supply curve is vertical 
because the supply of money is 
exogenously determined by the 
Federal Reserve.

• The money demand curve slopes 
downward (is elastic) and to the 
right.

• The intersection of the money 
demand and money supply curves 
represents equilibrium in the 
money market and determines 
the interest rate (price of money).



What is Macroeconomics?

• Business Cycle

• Expansion (growth)

• Contraction
• Recession

• Depression

• Stagflation



Business Cycle

• Is the recurrent ups and downs in economic activity observed in 
market economies
• Troughs are where employment and output bottom-out during a recession 

(downturn)

• Peaks are where employment and output top-out during a recovery 
(upturn)

• trends are long-run trend (generally 25 or more years in macroeconomic 
data



Business Cycle

• An expansion, or boom, is the period in 
the business cycle from a trough up to a 
peak, during which output and 
employment rise

• A contraction, recession, or slump 
(bust) is the period in the business cycle 
from a peak down to a trough, during 
which output and employment fall
• Depression – sustained, long-term 

downturn in economic activity
• unusual and extreme form of recession

• Stagflation - situation in which the 
inflation rate is high, the economic 
growth rate slows, and unemployment 
remains high



Aggregate supply & Demand

• Aggregate demand: total 
demand for goods and services 
in an economy

• Aggregate supply: total supply 
of goods and services in an 
economy

• Aggregate supply and demand 
curves are more complex than 
simple market supply and 
demand curves.



Aggregate Demand

• Downward sloping function that shows the inverse relation 
between the price level and domestic output
• Wealth or real balance effect - higher price level reduces the real 

purchasing power of consumers' accumulated financial assets
• Interest-rate effect - assuming a fixed supply of money, an increase in the 

price level increases interest rates, which in turn, reduces interest sensitive 
expenditures on goods and services (e.g. consumer durables - cars etc.)

• Foreign purchases effect - if prices of domestic goods rise relative to 
foreign goods, domestic consumers will purchase more foreign goods as 
substitutes

• NOT substitution & income effects as in individual market demand curves 
(microeconomics)



Aggregate Demand

• Factors that shift the aggregate demand curve.
• Expectations concerning real income or inflation (including profits from 

investments in business sector),
• Consumer indebtedness,
• Personal taxes,
• Interest rates,
• Changes in technology,
• Amount of current excess capacity in industry,
• Government spending,
• Net exports,
• National income abroad, and
• Exchange rates



Aggregate Supply

• Shows amount of domestic 
output available at each price 
level
• Keynesian range - is the result of 

downward rigidity in prices and 
wages

• Classical range - classical economists 
believed that the aggregate supply 
curve goes vertical at the full 
employment level of output

• Intermediate range - is the range in 
aggregate supply where rising 
output is accompanied by rising 
price levels



Aggregate Supply

• Determinants of Aggregate Supply cause the aggregate supply 
curve to shift
• Changes in input prices,

• Changes in input productivity, and

• Changes in the legal/institutional environment



Aggregate Supply

• Ratchet Effect - when there is a 
decrease in aggregate demand, 
producers are unwilling to accept 
lower prices (rigid prices and 
wages) → ratcheting of 
aggregate supply curve (decrease 
in the intermediate and Keynesian 
ranges) → the same price level, 
but with reduced output.
• There can be increases in prices 

(forward) but no decreases (but not 
backward)



Deadweight Loss

• A loss of economic efficiency 
that can occur when 
equilibrium (Pareto optimal) for 
a good or a service is not 
achieved

• can be caused by
• monopoly pricing
• a tax or subsidy
• a binding price ceiling or price 

floor
• an externality



Deadweight Loss

• A loss of economic efficiency 
that can occur when 
equilibrium (Pareto optimal) for 
a good or a service is not 
achieved

• can be caused by
• monopoly pricing
• a tax or subsidy
• a binding price ceiling or price 

floor
• an externality



Important values for Price elasticity of demand (Ped)

• The word “coefficient” describes the values for price elasticity of demand

• If Ped = 0 demand is perfectly inelastic - demand does not change at all when 
the price changes – the demand curve will be vertical.

• If Ped is between 0 and 1 (i.e. the % change in demand from A to B is smaller 
than the percentage change in price), then demand is inelastic.

• If Ped = 1 (i.e. the % change in demand is exactly the same as the % change in 
price), then demand is unit elastic. A 15% rise in price would lead to a 15% 
contraction in demand leaving total spending the same at each price level.

• If Ped > 1, then demand responds more than proportionately to a change in 
price i.e. demand is elastic. For example if a 10% increase in the price of a good 
leads to a 30% drop in demand. The price elasticity of demand for this price 
change is –3



Demand elasticity – two cases Ped = 0 and Ped = 1



Gross Domestic Product (GDP)

• Main tool for measuring a country’s economy and an indicator of national 
development and progress

• «Total market value of all final goods and services produced within a country in 
a given period of time»

• OECD Definition: an aggregate measure of production equal to the sum of the 
gross values added of all resident and institutional units engaged in 
production (plus any taxes, and minus any subsidies)

• System of National Accounts (SNA2008): international standard for measuring 
GDP, prepared by IMF, EU (Eurostat), OECD, UN and WB.

• GNP: total market value of all final goods and services produced by factors of production 
owned by a nation over a period of time 

• GNP = GDP + Receipt from Rest of the World – Payment to the Rest of the World
• World GDP = World GNP



Gross Domestic Product (GDP)

• Nonmarket transactions such as household-provided services or 
barter are not included in GDP

• Leisure is an economic good but time away from work is not 
counted, however, movie tickets, skis, and other commodities used 
in leisure time are

• Product quality - no pretense is made in GDP to account for 
product or service quality



Gross Domestic Product (GDP)

• Production (output) Approach

• Expenditure Approach

• Income Approach

• Purchasing Power Parity (PPP)

• Nominal vs. Real GDP → adjusting for inflation (current vs. 
constant prices)
• GDP Deflator



GDP by Production Approach

• Gross value added = gross value of output – value of intermediate 
consumption
• intermediate consumption: cost of material, supplies and services used to 

produce final goods or services

• Value of output = value of the total sales of goods and services + 
value of changes in the inventory

• GDP at factor cost = sum of the gross value added in the various 
economic activities

• GDP at producer price = GDP at factor cost + indirect taxes –
subsidies on products



GDP by Income Approach

• Sometimes called gross domestic income (GDI), or GDP (I)

• Measures GDP by adding incomes that firms pay households for factors 
of production they hire - wages for labor, interest for capital, rent for 
land and profits for entrepreneurship

• Net domestic income (NDI) at factor cost = Wages, salaries, and 
supplementary labor income + Corporate profits + Interest and 
miscellaneous investment income + Farmers' incomes + Income from 
non-farm unincorporated businesses

• NDI at market prices = Net domestic income at factor cost + indirect 
taxes – subsidies

• GDI = NDI + Depreciation



GDP by Income Approach

• GDP = COE + GOS + GMI + Tax– Subsidies
• COE (Compensation of employees)  - measures the total remuneration to 

employees for work done. 
• wages and salaries, 
• social security and other such programs

• GOS (Gross operating surplus) - surplus due to owners of incorporated 
businesses; often called profits

• GMI (Gross mixed income) - GOS for unincorporated businesses; includes 
most small businesses

• COE + GOS + GMI = Total Factor Income
• = employee compensation + corporate profits + proprietor's income + 

rental income + net interest



GDP by Expenditure Approach

• GDP = Consumption + Investment + Govt. Spending + Net Exports
• = C + I + G + X – M

• C: household final consumption expenditure

• I: business investment in equipment, excl. asset exchange, and incl. 
spending by households on new houses, excl. financial investment 
(savings)

• G: sum of government expenditures on final goods and services, incl. 
salaries, excl. social security and unemployment benefits

• X – M: Gross export – gross import



Gross Domestic Product (GDP)

• GDP – Depreciation = NDP (Net Domestic Product)

• NDP + Income Earned Abroad – Indirect Taxes = National Income

• National Income – Social Security – Corp. Income Taxes – Undistr. 
Corp. Profit + Transfer Payments = Personal Income

• Personal Income – Personal Taxes = Disposable Income



Nominal GDP vs. Real (Constant) GDP

• Nominal GDP – calculated by current prices

• Real GDP – calculated by prices including the effects of 
inflation/deflation

• GDP deflator: factor used to convert GDP from current to constant 
values
• Different from inflation/deflation (CPI-change in the price of household consumer 

goods)
• measures changes in the prices of all domestically produced goods and services in 

an economy incl. investment goods, government services, household 
consumption goods

• GDP growth calculated using real (constant) GDP



Purchasing Power Parity (PPP)

• «exchange rate between two countries is equal to the ratio of the currencies' 
respective purchasing power»
• to estimate what the exchange rate between two currencies would have to be in order 

for the exchange to be at par with the purchasing power of the two countries' currencies
• do not consider the different quality of goods among countries

• GDP PPP essentially controls for the different costs of living and price levels, 
enabling a more accurate depiction of a given nation's level of production
• «international dollars»

• PPP Exchange Rate of country X relative to country Y: 

• 𝑃𝑃𝑃𝑋,𝑡 =
𝑃𝑃𝑃𝑋,0∙

𝐺𝐷𝑃𝑑𝑒𝑓𝑋,𝑡
𝐺𝐷𝑃𝑑𝑒𝑓𝑋,0

𝑃𝑃𝑃𝑌,0∙
𝐺𝐷𝑃𝑑𝑒𝑓𝑌,𝑡
𝐺𝐷𝑃𝑑𝑒𝑓𝑌,0

• Compare GDP in countries by converting their value in national currency 
according to the PPP exchange rate



Nominal GDP vs. Real (Constant) GDP



Nominal GDP vs. Real (Constant) GDP



Economic Growth

• Defined as a total (GDP) and per capita (GDP per capita)
• GDP per capita → standard of living

• Is a long-term, sustained trend

• Developing economies
• Low-income countries: GDP per capita below $1,025

• Most of Africa, Afghanistan, North Korea, etc.

• Lower-Middle-income countries: GDP per capita between $1,025 and $4,035
• North African countries, some Caucasus countries, India, Syria, Ukraine, etc.

• Upper-Middle-income countries: GDP per capita between $1,025 and $4,035
• Turkey, China, Brazil, Azerbaijan, Russia, Iran, etc.



Real GDP (Turkey)

Source: World Bank, World Development Indicators (WDI), Nov 2018
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Income Distribution

• The Lorenz Curve - maps the 
distribution of income among 
across the population
• Proportion of the total income of 

the population that is cumulatively 
earned by the bottom x% of the 
population

• The 45 degree line – uniform 
distribution of income across the 
population

• However, the Lorenz curve drops 
down below the 45 degree line;
• Poorer people receive less than rich 

people



Income Distribution

• The Gini Coefficient/Index - How 
far does a country’s wealth 
distribution deviate from totally 
equal distribution of productivity?
• Area that lies between the line of 

equality and the Lorenz curve over 
the total area under the line of 
equality

• 𝑮 =
𝑨

𝑨+𝑩

• G≈ 0 → income is close to uniformly 
distributed; G≈ 1 → income is mal-
distributed

A

B



Unemployment

• Frictional - consists of search and wait unemployment which is 
caused by people searching for employment or waiting to take a 
job in the near future

• Structural - is caused by a change in composition of output, change 
in technology, or a change in the structure of demand

• Cyclical - due to recessions, (business cycle)

• Full employment > 0% unemployment rate
• Natural rate - thought to be about 4% and is structural + frictional 

unemployment



Unemployment

• Unemployment rate - percentage of the workforce that is 
unemployed

• Labor force - those employed or unemployed who are willing, able 
and searching for work; the labor force is about 50% of the total 
population
• Part-time employment - those who do not have 40 hours of work (or 

equivalent) available to them
• Discouraged workers - those persons who dropped out of labor force 

because they could not find an acceptable job
• False search - those individuals who claim to be searching for employment, 

but really were not, some because of unemployment compensation 
benefits



Okun’s Law*

• Also called «Okun's rule of thumb»

• 2% increase in real GDP corresponds to a 1% decline in the rate of cyclical 
unemployment; a 0.5% increase in labor force participation; a 0.5% increase in 
hours worked per employee; and a 1% increase in output per hours worked 
(labor productivity)

• For each 1% unemployment exceeds the natural rate there will be a gap of 2.5% 
between actual GDP and potential GDP (for every 1% increase in the 
unemployment rate, a country's GDP will be roughly an additional 2% lower 
than its potential GDP)

*Arthur Melvin Okun, American Economist
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Unemployment vs. Inflation

• Phillips Curve* – a statistical 
(short-run) relation between 
unemployment and inflation
• Trade-off between increased 

inflation and increased 
unemployment; 
• low inflation and unemployment 

together are not possible

*A. W. Phillips (1958), a New Zealand economist



Unemployment vs. Inflation

• Phillips Curve – alleged to be vertical 
at the natural rate of unemployment 
in the long-run
• based on the idea that people 

constantly adapt to current economic 
conditions and that their expectations 
are subject to «adaptive» revisions 
almost constantly

• Transitional Phillips Curve –
positively sloped where people 
adapt both their expectations and 
institutions to new economic 
realities → «stagflation» in 1970s 
recession, suggested by Milton 
Friedman*

*Milton Freedman, American Economist



02Economics of Energy 
Sector



Energy Economics

• A branch of applied economics where economic principles and 
tools are applied to analyze them logically and systematically to 
develop a well-informed understanding of the issues
• Concerned with the basic economic issue of allocating scarce resources in 

the economy
• Macroeconomic concerns: investment, financing and economic linkages with the rest 

of the economy

• Did not develop as a specialized branch until the first oil shock in the 1970s



Energy Economics

• Evolution of focus
• 1970s: understanding the energy industry (especially the oil industry), 

energy substitution and to some extent on renewable energies

• 1980s: environmental concerns of energy use and economic development

• 1990s: liberalization of energy markets and restructuring, plus climate 
change

• 2000s: high oil prices, energy scarcity and supply security, and the debate 
over state intervention



Energy Economics

• Influences on (global) energy sector
• Energy trade – transactions involving energy commodities, differences in 

availability of energy resources across countries, and in domestic supply and 
demands; pollutants generated from energy

• International institutional influences – legal frameworks, treaties and 
conventions, international organizations (e.g. UN, WB, and IMF), the judicial 
system

• Other interactions – co-operation, competition and conflicts involving 
governments or firms

• Interdependence between economic activities and energy – energy 
sector uses inputs from various other sectors and is also a key input for 
most of the sectors



Characteristics of Energy Sector

• Reliance on non-renewable energies,

• Capital intensiveness of investments,

• Discrete plant sizes,

• Long gestation period,

• Economies of scale,

• Tradability of certain goods leading to relatively higher revenue 
generation potential,

• Boom-bust cycle phenomenon

→ the decisions need to be taken well in advance for the future



Merit Order Curve

• a way of ranking available 
sources of energy based on 
ascending order of price 
(reflecting the short-run marginal 
costs of production) together with 
amount of energy that will be 
generated
• the plants with the lowest marginal 

costs are the first ones to be 
brought online to meet demand, 

• those with the highest marginal 
costs are the last to be brought 
online

Wainstein & Bumpus (2016), Business Models as Drivers of the Low Carbon Power 
System Transition: A Multi-Level Perspective, Journal of Cleaner Production 126.



Merit Order Curve



Merit Order Curve

• Renewables have a very low marginal cost (solar and wind are for free)

• Nuclear has a low running cost

• For low (or non-existing) carbon prices, running costs of a coal plant are 
typically lower than those of a combined cycle gas plant (CCGT)

• Peak plants, which are meant to cover rare peaks in demand (e.g. an 
exceptionally cold winter day) are often diesel or gasoline fueled and 
therefore have the highest running cost
• An increase in renewable energy bids will drive down the clearing price (merit

order effect)

• Market clearing power plant receives its marginal cost, while for the other plants 
the clearing price is higher than their running cost



Merit Order Curve

• Renewables have a very low marginal cost (solar and wind are for free)

• Nuclear has a low running cost

• For low (or non-existing) carbon prices, running costs of a coal plant are 
typically lower than those of a combined cycle gas plant (CCGT)

• Peak plants, which are meant to cover rare peaks in demand (e.g. an 
exceptionally cold winter day) are often diesel or gasoline fueled and 
therefore have the highest running cost
• An increase in renewable energy bids will drive down the clearing price (merit

order effect)

• Market clearing power plant receives its marginal cost, while for the other plants 
the clearing price is higher than their running cost

Negative electricity prices on Christmas 2017 in 
Germany

• Supply of power > electricity demand,
• Most businesses were closed (weekend and

Christmas)

• Periods of negative-pricing → lower electricity 
bills over the course of a year

• Some manufacturing plants and offices were 
incentivized to use electricity



Oil Market and Prices

• The world's most actively 
traded commodity

• Three primary benchmarks 
for Crude Oil Markets
• West Texas Intermediate 

(WTI),
• Brent Blend, 
• Dubai Crude

• Determinants of oil prices
• relative volatility (high API 

gravity is more valuable),
• sweetness/sourness (low 

sulfur is more valuable),
• transportation cost



Oil Market and Prices

• West Texas Intermediate (WTI)
• used primarily in the U.S.
• light (API gravity) and sweet (low-sulfur)

• Brent Crude
• a mix of crude oil from 15 different oil fields in the North Sea
• benchmark used primarily in Europe
• also mixed in with the OPEC reference basket which is used around the world

• Dubai and Oman
• heavy sour crude oil extracted from Dubai
• was the only freely traded oil in the Middle East for many years; gradually a spot market 

has developed

• WTI typically traded at a dollar or two premium to Brent, another dollar or two 
premium to the OPEC basket

• Since 2011, WTI has traded at a lower prices than Brent



Oil Futures Contracts

• An agreement to buy or sell a certain number of barrels set amount 
of oil at a predetermined price, on a predetermined date

• End users of oil purchase on the futures market to lock in a price

• Investors buy futures to essentially gamble on what the price will 
actually be down the road, and profit by guessing correctly

• New York Mercantile Exchange (NYMEX) for WTI crude

• Intercontinental Exchange (ICE) for Brent Crude



Oil Prices
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Oil Price Forecasts
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Natural Gas Market and Prices

• More abundant and widespread 
than oil

• Much less severe geological 
conditions

• Diversified resource availability
• Gas Supply Chain

• production,
• incl. exploration and drilling

• gathering,
• storage,
• pipeline transportation,
• distribution, 
• supply to end-users

• Markets for gas are not often 
ready and need to be developed
• Large consumers are required to 

develop viable projects.
• Firm commitments are required 

between sellers and buyers

• Transportation is costly and 
requires a physical connection 
between supply and demand 
centers
• makes global gas market difficult
• tendency to integrate supply and 

demand sides
• gas is consumed close to its 

production source



Natural Gas Market and Prices

• Three regional markets for 
natural gas
• North American market, 

• European market, 

• Asia-Pacific market

• European Market
• Largest market
• Dominated by a few major players

• Germany, Italy and France
• Spain, UK and Turkey

• Russia and Norway, Algeria and the 
Netherlands

• North American Market
• Major producer and consumer
• Producers: Canada, Mexico and the USA
• Mexico and the USA consume more than 

production

• Asia-Pacific Market
• Second largest, LNG-dominated
• Consumers: Japan, South Korea, China, India
• Suppliers of gas: Middle East, Indonesia, 

Malaysia and Brunei
• Suppliers of LNG: Qatar and Australia



Natural Gas Prices
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Natural Gas Market and Prices

• Crude oil forecast is the basis for the forecast of the rest of the 
liquid fuels, as all derivatives are fully correlated to the prices of 
their primary source. Among them, the most important for 
electricity generation issues is the price of natural gas



Coal Market and Prices

• Oldest and cheapest form of fossil fuel

• Mostly consumed in the country of its production

• Two markets
• Atlantic Market

• West European importers, e.g. UK, Germany, Italy and Spain

• Pacific Market
• China, Japan, South Korea

• Australia and Indonesia two major exporters

• Russia, Columbia, South Africa and the US



Coal Prices
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Coal Prices Forecasts
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