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As the Chinese steel market enters the New Year holiday, steel and 

steelmaking raw material prices remain high and the market is 

optimistic that buying after the holidays will be strong. There 

remains however a fundamental issue, which is that real steel 

demand should be down in 2017 and raw materials prices already 

look unsupported.  

As we wait for demand to reveal itself after the holidays it is worth 

taking time to break down the outlook for Chinese steel exports. 

We talked about Chinese supply and demand in the last issue but 

external demand for Chinese steel, and the various strategies 

countries are increasingly using to defend themselves also need to 

be considered. The expected decline in Chinese steel exports will 

not be distributed evenly, and some regions are likely to still see 

significant increases in flows of Chinese steel. In this issue we will 

look at basic issues in key regions which import Chinese steel and 

give a brief outlook on how steel flows may shift over the coming 

year.  

The question now is, which markets will turn back the tide of 

Chinese steel? 
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Fig. 1 Daily steel production and demand 2010-2016 (tonnes) 

Source: NBS, Kallanish 

Table 1: Supply and Demand (million tonnes) 

 2015 YTD — Sep 2016 Y-o-y 2016 outlook Y-o-y 

Crude Steel Production 803.8 808.4 1.20% 783.5 -3.10% 

Apparent Steel Demand 664 672.2 1.96% 656.8 -2.30% 

Real Demand  Est 668.4 668.6 0.61% 654.9 -2.00% 

Source: NBS, Kallanish 
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Looking back at exports over 2016, it is worth noting that there were both 

familiar trends and some surprises at play determining where volumes went. 

Overall however, total volumes barely moved from 2015’s level despite some 

dramatic monthly variation and in spite of forecasts by some analysts at the 

end of 2015 that exports would slump to below 100mt. 

Over 2017, total exports will likely be largely decided by two interlinked factors: 

Chinese prices and the relative competitiveness of Chinese blast furnace 

producers. At the start of 2017, both of these factors are very negative for 

Chinese steel exports. Chinese steel prices are high, and iron ore and coking 

coal costs are also high. Scrap-based producers meanwhile are enjoying a 

comeback. Cost curves seen by Kallanish show Southeast Asian EAFs now 

have steelmaking costs slightly lower than Chinese blast furnace based 

producers. The longer that continues, the harder it will be for China to sustain 

large export volumes.  

Our base case scenario is that Chinese steel exports could drop to around 

100m t in 2017. This is on the assumption however that lower coking coal prices 

will mean iron ore prices also drop in the second or third quarter, and this will 

bring down Chinese steel prices to a level where they are again more 

competitive. If steel prices are surprisingly strong this year, there is a risk that 

Chinese steel volumes will shrink well below 100m t. That decline will mean 

different things in different regions, as we will see below. 
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Chinese exports in 2017 

Southeast Asia 

Fig. 2 Share of Chinese steel exports by region 2015-2016 
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