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EDITORIAL

[ CHINESE CONFIDENCE
WANES

BY TOMAS GUTIERREZ

China’s steel markets, and markets globally, lost confidence in April. Data shows steel demand continuing
to recover, but not at the speed some had hoped. Positive Q1 data meanwhile has been followed by a
slowdown in real estate and manufacturing in April. A resetting of expectations for the second half of the year
is now underway.

China could still see an increase in demand over the year, but policy intervention will be needed to boost
steel margins and to keep exports from pressuring global steel prices.

The loss of confidence in China has come as China’s recovery has not matched the scale of stimulus
announced in December, and it has not benefitted from as much of a post-Covid bounce as expected.
However, in absolute terms demand has not been weak. Q1 end user steel demand was not only
significantly higher on-year, it was also higher than the same quarter in pre-Covid 2019 and mid-stimulus
2021. The problem so far has been that production has overstepped demand, leading to a slower-than-
expected drawdown in inventories. This would not normally be a problem early in the year, as the peak Q2
demand season typically makes up for overproduction in Q1. This year’s demand trends however appear
set to mean a less exaggerated concentration of demand in the second quarter. That means that the market
expects China’s steel sector to go into the summer in a weaker position than previously hoped for.

TABLE 1. SUPPLY AND DEMAND

| 2022 | Jan-Mar2023 2023 Outlook
Official crude steel output 1,012 6.10% 1053 4.00%
Apparent consumption 911 231 1.89% 960 5.50%

End user demand 916 200 4.29% 960 5.00%

Source: Kallanish. Million Tonnes

FIGURE 1. STEEL PRODUCTION AND DEMAND 2019-2022
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FIGURE 2. MANUFACTURING FAILS TO SUSTAIN RECOVERY
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Manufacturing generally recovered in Q1 thanks to both optimism for the post-Covid recovery and state
support to ramp up production. After a February surge, the Caixin China manufacturing purchasing
managers’ index (PMI) fell to 50 in March, but this still indicated a steady market. In April however the figure
fell to 49.5, indicating a contraction. The official manufacturing PMI released by the National Bureau of
Statistics (NBS) meanwhile slumped from 51.9 in March to 49.2 in April. The sector began to lose steam as,
despite government support for production, it could not justify such elevated activity in light of weak end user
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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: CSl US$ 4000
Option 2: CSl, KallanishSteel Subscriber Rate US$ 3400 SAVE 15%
Option 3: CSI + KallanishSteel Bundle US$ 6885 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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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.



