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BY TOMAS GUTIERREZ

TABLE 1. SUPPLY AND DEMAND

CHINA’S SHRINKING 
SCRAP MARKET

China’s scrap market is shrinking, and has been for some time. That is unusual for a developing economy 
which should be seeing scrap availability surge. This issue looks at why that is, and how the trend might 
develop in future. After all, it was only recently that some analysts were concerned about a tidal wave of 
Chinese scrap exports overwhelming international markets. Now China can barely source enough scrap for 
its own use. The repercussions of China’s ferrous scrap balance will have impacts across the globe.

After a weak first half, China could be on track to see the third consecutive year of falling ferrous scrap 
consumption. Simplistic formulas for the development of scrap markets, such as the ‘seventeen-year rule,’ 
(where steel products take on average seventeen years from entering the economy to becoming scrap) 
have failed to predict the trend, and cannot explain it. As a quick reminder of the historical background, 
seventeen years ago, in 2006, China produced 421 million tonnes of crude steel, up 18.3% on-year, 54.3% 
from 2004 and 227.6% from the year 2000. 

Many analysts fell into the trap of assuming that this astounding growth would now be showing up in scrap 
use data. This was never a realistic assumption. More nuanced views of how scrap markets were 
developing noted that the weighting of construction made the seventeen-year rule inappropriate, home 
scrap and prompt scrap would not be increasing, and processing capacity meant the supply of usable scrap 
could not increase so rapidly. Nevertheless, in 2020 Kallanish expected total scrap supply in 2023 to be 

Source: Kallanish. Million Tonnes

FIGURE 1. STEEL PRODUCTION AND DEMAND 2019-2021

Source: Kallanish. Million Tonnes

2022 Jan-May2023 Y-o-y 2023 Outlook Y-o-y
Official crude steel output 1,013 445 1.90% 1,027 1.30%
Apparent consumption 911 389 -1.90% 927 1.70%
End user demand 916 370 1.50% 924 0.90%
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more than 15% higher than in 2019. It now looks as though supply and consumption will be roughly level 
with 2019 or slightly lower

Catching up in 2023?
Chinese scrap markets, like all markets, had a very difficult 2022, with spillover effects in to 2023. For 
ferrous scrap, the market started the year with very low collection rates as China’s zero-Covid policies had 
prevented all kinds of scrap generating activity, from construction and manufacturing, to collection of 
obsolete scrap. Collection rates have picked up since the start of the year. Many of the factors developed 
scrap markets look to to predict supply are supportive. Unemployment is high, and scrap prices have come 
down but are still high enough to incentivise amateur collection.

Nevertheless, estimates of scrap consumption so far this year continue to show a year-on-year decline. 
According to data supplier Fubao, over January-June across 255 sample steel mills, total scrap 
consumption came to 81.16 million tonnes. It estimates that to equate to total national steelmaking scrap 
consumption of around 110mt in H1. This is down 10.8% year-on-year. This follows a full year decline of 
4.8% to 215.3mt in 2022, and a 2.76% decline to 226.2mt in 2021, according to BIR.

June saw the first year-on-year increase in scrap consumption of 2023 as the base for comparison in 2022 
fell and steelmaking margins recovered. However, with lower output expected over the second half full year 
scrap consumption is still expected to be lower on-year.

FIGURE 2. HISTORICAL STEEL OUTPUT SUGGESTS SCRAP SURGE

Source: Kallanish, worldsteel, CWIHP (million tonnes/year)

FIGURE 3. SCRAP CONSUMPTION RETREATS

Source: Kallanish, BIR, Fubao (million tonnes/year)
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If you found this China Steel Intelligence interesting please let us know, we would love to hear from you. Please send your feedback to the 

editorial team: editorial@kallanish.com  No distribution is permitted without the prior consent of Kallanish. To find out about multiple user 

accounts or corporate subscription packages please contact us on info@kallanish.com or on +44 208 735 6520.  Use of any information or 

material provided by Kallanish is entirely at your risk and in no circumstances is Kallanish responsible for any loss, damage or other negative 

consequence of use of information or material by you or anyone else. 

CONTACT KALLANISH

Do you want to keep reading?
SUBSCRIBE TO THE KALLANISH CHINA STTEL INTELLIGENCE REPORT

China Steel Intelligence is a monthly report put together by our expert team of analysts based in Shanghai. If you
are already a subscriber to KallanishSteel you qualify for an additional discount. The pricing options for 12 month
subscriptions are available below.

Option 1: CSI US$ 4600
Option 2: CSI, KallanishSteel Subscriber Rate US$ 3910 SAVE 15%
Option 3: CSI + KallanishSteel Bundle US$ 7390 SAVE 15%

Every month you will receive:  PDF Report, Excel statistical supplement, 10-15 pages, Supply and demand
forecasts, End use sector data, Trade data, Macro economic overview.
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