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China is trying to find a path between stimulus and reform, leaving markets
volatile as they try to guess every turn in the road. China’s steel output will
still increase in 2021, but demand is set to slow. As China sets its policies for
the year and for the coming five years, the industry will need to adjust to a

new mode of economic development.

For the rest of the world, that means China will not be supporting markets
the way it did in 2020. China’s imports will fall, and exports will increase.
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Table 1. Supply and Demand (million tonnes)

2019 Jan-Nov 2020 Y-o0-y 2020 outlook  Y-o-y
Official crude steel output 961 5.50% 1050.0 5.70%
Apparent consumption 901 9.94% 983 9.50%
End user demand 892 8.32% 982 9.60%
Source: Kallanish
Figure 1. Daily steel production and demand 2010-2020 (tonnes)
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As China enters the new vyear, its global influence is again switching. While in
2020 it was Chinese stimulus that supported global markets, which were ravaged
by Covid-19, in 2021 global markets are expected to recover (eventually) while
China’s market slows down. Within China, this change is being driven by its
longer-term economic goals. Achieving targets for household income, sustainable
finance and lower greenhouse gas emissions will require a restructuring of the
economy which will impact steel demand negatively. The question however is
how fast the reform will come.

This question has been key in driving market volatility over the previous month or
so. Beijing had consistently signalled a return to credit tightening and economic
restructuring until the Central Economic Work Conference over 8-10 December.
The annual meeting sets the economic agenda for the coming year and is chaired
by Xi Jinping. This year it concluded underlying concerns remain about the
strength of the economic recovery, according to official state media reports. As a
result, there will be “...no U-turn” on current policy, meaning stimulus will continue
to support economic growth. The move also followed a warning from the World
Bank that China should not reduce its stimulus too quickly. lts economic update
on China in December noted that recovery could be derailed if funds were cut too
quickly and unemployment spiked. This contrasts with China’s overall economic
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