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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.
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Q@Q\ of Chinese steel exports

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?

Table 1: Supply and Demand (million tonnes) Source: NBS, Kallanish

2015  YTD — Sep 2016 Y-o-y 2016 outlook Y-o0-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%

Fig. 1 Daily steel production and demand 2010-2016 (tonnes)
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Looking back at exports over 2016, it is worth noting that there were both
familiar frends 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 confinues, 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 tin 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.

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

TO KEEP READING..

T OMuie H

O W W

7 36 e

¥ w‘

www kallanish.com

© Kallanish 2017

Page 2



[TRENE

“Kallanish

14 Data Series

glcomMmMO|DITIES
7 |Copyright material to Kallanish

8

9 |Data Period Jan-06
10 |Frequency |Monthly

11 |Region China

12

13

Reported crude stee Aparent steel

Apr-16

P ¥

Steel exports  Steel imports

r

3

L Kallanish

COMMODITIES

15 |Unit Million tonnes Million tonnes Million tonnes Million tonnes Million tonnes
16 Source NBS Kallanish Kallanish Customs Customs.
17 |Dates
18 Jan-06 XXX XXX XXX
19 Feb-06 XXX XXX XXX
20 Mar-06 XXX XXX XXX
21 Apr-06 XX XX XX
22 May-06 XXX XXX XXX
23 Jun-06] XXX XXX XXX
24 Jul-06] HEX HEX HEX
25 Aug-06 XXX XXX XXX
26 Sep-06 XXX XXX XXX
27 Oct-06 XK XK XK
28 Nov-06 XXX XXX XXX
29 Dec-06| XXX XXX XXX
n-n7 YUK YUK YWY [
4 ial I! !
A [ D E F G I
1

6
7 Copyright material to Kallanish
8
9 Data Period Jan-13 Apr-16
10 |Frequency |Monthly
11 Region China
12
13
14 Data Series |Real estate investment New construction starts Completed construction Real estate sales Railway investment Air transport FAl Automotive production Passenger vehicle production Comm|
15 |Unit CNY billion Million square metres Ytd Million square metres Ytd Million square me CNY billion Ytd CNY billion Ytd ~ Million units Millfion units Miflien
16 Source NBS NBS NBS NBS NBS NBS CAAM CAAM CAAM
17 | Dates
18 Jan-13 KX KX XXX KX KX KX XXX XXX
19 Feb-13 KXY KXY XXX KXY KX KX XXX XXX
20 Mar-13 MHX XXX XXX MHX pees MK XXX XXX
21 Apr-13 KX KxX XXX KX KX KX XXX XXX
22 May-13 KXY KXY XXX KXY KX KX XXX XXX
23 Jun-13 KX KxX XXX KX KXX KXX XXX XXX
24 Jul-13 HKHX KXX XXX HKHX HKHXK KHK XXX XXX
25 Aug-13 KXY KXY XXX KXY KX KX XXX XXX
26 Sep-13 KX KX XXX KX KRX KX XXX XXX
27 Oct-13 HKHX KXX XXX HKHX HKHXK KHK XXX XXX
28 Nov-13 KXY KXY XXX KXY KX KX XXX XXX
29 Dec-13 KX KX XXX KX KRX KX XXX XXX
ET] lan-14 WHY WHH XX WHY ¥¥y XN XXK YWY
. _Monthiy steel data_|_Monthly downstream data . Prices ] L m S ————
B39 - 5|
A B e D E F G H
1 e
2
3 » X
a
: [Kallanish
G|COMMODIFIES
7 | Copyright materia| to Kallanish
8
9 | Data Period Nov-14 May-16
10 | Frequency Monthly averages (daily/weekly available for subscription)
11
12
13 Price series Series |Iron Ore 62% Fe Australian fines HRC / Shanghai CRC / Shanghai Cold Rolled Sheet / Shanghai HDG / Shanghai Rebar / Shanghai Rebar in Coil / Shanghai High Spe|
14 Source Kallanish Kallanish SteelHome SteelHome SteelHome SteelHome
15 |Unit s/dmt cfr Qingdoo CNY/t FOT warehouse CNY/t FOT warehouse CNY/t FOT warehouse CNY/t FOT warehouse CNY/t FOT warehouse CNY/t FOT warehouse CN
16 | Dates
17 MNov-14/ XX XX XXXX
18 Dec-14 XX XX XXX
19 Jan-15 XX XX XXXX
20 Feb-15/ XX XX XXXX
21 Mar-15] KX XX XXXX
22 Apr-15 XX XX XX HKHHX XXX XXX
23 May-15 XX XX HHXX HHXX XXXX XXXX
24 Jun-15 XX XX KRXXK KKK XXXX XXXX
25 Jul-15 XX XX XX HKHHX XXX XXX
26 Aug-15] XX XX KXXK KHXK XXXX XXXX
27 Sep-15 XX XX KRXXK KKK XXXX XXXX
28 Oct-15] XX XX XX HKHHX XXX XXX
29 Nov-15] XX XX KXXK KHXK KXXX XXXX XXXX
an Der-15 e W XUNY WAHNY Pran XHHA XA
ﬁﬁl [~ Monthly steel data - Monthly downstream data | Prices . #3 [ m : -
-




China Steel Intelligence January 2017

ORDER FORM

Subscribe to China Steel Intelligence
today

Get your copy of the monthly China Steel CSI Content:

Intelligence report at a great price

The report is filled with market
China Steel Intelligence is a monthly report put together by our expert information, charts and graphs.
team of analysts based in Shanghai.

o Supplied in PDF

If you are already a subscriber to KallanishSteel you qualify for an -
o Excel statistical supplement

additional discount. The pricing options for 12 month subscriptions are

available below. . 7-10 pages

o Supply and demand
To sign up complete the form below and return to us. forecasts

. End use sector data
Option 1:  CSlI US$ 3000 Trade data
Option 2:  CSI, KallanishSteel Subscriber Rate US$ 2550 SAVE 15%

Option 3:  CSI + KallanishSteel Bundle US$ 4249  SAVE 15% Macro economic overview

I Start my subscription
I'ves, please start my subscription so that | can read the China Steel Intelligence. Please choose your option

I'below:
: Option 1: CSI, US$3000
I Option 2: CSI, with KallanishSteel Subscriber 15% discount, US$ 2550
: Option 3: CSI and KallanishSteel Bundle, 15% discount, US$ 4249
|
I Name Payment type: Pay by invoice
: Job Title Pay by credit card
: Company Credit card: Visa AMEX Mastercard
IAddress Card number
: City ccv Exp
IPhone
) Name on card
I Email

|
|
|
|
I Please tick below:

: | confirm | am signing up for a 12 month subscription to CSI

Signature

| I have read and agreed to the Kallanish Terms and Conditions.

I Signature: Date:
L

Subscribe to CSlfoday (<) news@kallanish.com (X) +44 208 735 6520




