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be major issue for sector

Regionalisation in the global steel market is continuing to accelerate, creating many
problems for participants and for the wider industry. This is according to a number of
speakers at last week’s World Steel Dynamics conference in Milan.

Michel Van Hoey from McKinsey & Company calculates that in 2018 only 22% of the global
steel demand was supplied by traded steel products. This share was almost half of the
40% calculated in 2000. The fall in this share has accelerated during recent years and has
been fuelled mainly by a reduction in net exports from China.

“It seems like we have gone back to the old days of regional steel markets. The problem is
the old days were not good days,” Ugur Dalbeler, ceo of Turkish Colakoglu says with
regard to the reduction of global trade in the steel sector.

Besides the reduction of net exports from China, the fall in global trade has also been
fuelled by another two major factors. The imposition of Section 232 in the US, followed by
a number of measures applied by major markets in response.

Van Hoey refers to the existing trade barriers in the US and the EU. He notes that while a
positive effect of section 232 measures on the US market can be seen, the same cannot
be said for Europe.

In the US the section 232 measures were designed to boost domestic industry and they
succeeded in taking back capacity utilisation levels domestically to 80% and increasing
profitability for steelmakers. Nevertheless, the medium-to-longer term effects are still
unclear, mainly because new capacities being built in the US will change the market
significantly.

In Europe, conversely, the safeguard measures imposed in response to section 232 did not
have a positive effect on the market as EU steelmakers are now registering record low
profitability levels, Van Hoey concludes.

The future of Section 232
Section 232 tariffs are not expected to last forever, but their effect on international trade will
continue even after they are potentially cancelled, World Steel Dynamics said.

In the next year or two a number of existing duties will be recalculated in the US, as part of
the revision planned every five years. The 25% cost introduced by the 232 tariffs will most
likely be factored in to the new calculation, effectively increasing the level of the duties
imposed. This mechanism could well then extend the effects of Section 232 measures
beyond their existence, as these could be cancelled in the near future, according to Peter
Marcus and Philipp Englin of World Steel Dynamics.

Markus told delegates that Section 232 measures proved not to be a long-term solution for
the US market. As expected, prices collapsed since July of this year due to the fact
production of finished products increased in the country well above the demand. The
production boom was fuelled by the very high prices reached earlier in 2018 and 2019
thanks to the Section 232 measures.

Finished steel prices in the US remain under pressure, but a clear solution is difficult to
foresee. As in Europe, US mills have started announcing temporary stoppages at
steelmaking plants. Nevertheless, the fact that mini-mills in the country remain more
profitable than integrated sites is slowing down the much-needed production reduction,
World Steel Dynamics added.
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Global Overview

North America

e US sheet, plate price

hikes stick

e USS finalises Big River
buy

e Energy tube still stuck in
rut
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EU scrap prices look up

e Longs remain under
pressure

e Eurofer remains vigilant
on imports
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e SE Asian long

pressure

not accepting price
yet
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South America

e Samarco to restart in 2020
e Vale to boost output
through mine restart

Middle East

e  Scrap prices firm further

e Turkish rebar offers rise,
deals at lower prices

e Turkish HRC sales pick up
after price hike

CIS

e CIS billet export prices rise

but sales lacklustre

o Weak flats market hampers

CIS slab rebound
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Word of the Week
Wrought Metals

Metals which after melting, casting and solidifying have been further worked
in a hot or cold condition to alter their shape and/or dimensions by rolling,
forging, extruding and drawing.
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