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Coronavirus second wave
looms on potential steel market
recovery

The looming second wave of the Covid-19 pandemic is creating huge uncertainty over
steel demand and pricing in the fourth quarter after the market improvement witnessed in
Q3. So said International Rebar Exporters and Producers Association (Irepas) committee
members at the association’s virtual meeting this week.

Scrap is back to pre-pandemic levels of $300/tonne cfr Turkey, thanks in large part to “...
extreme” raw materials and semi-finished products demand from China, which has
proved a “...saviour,” Irepas raw materials suppliers committee chairman Jens Bjoérkman
said.

There is a lot of uncertainty over renewed lockdowns, Bjérkman added, but also positives
such as the strong construction sector performance.

Traders committee member F.D. Baysal said the US market has stabilised from the
pandemic-induced shock, but average capacity utilisation of 65% is still down on the
September 2019 level of 80%. Residential construction has grown but non-residential is
down with lower recovery prospects, he added. Steel prices have increased, driven by
costlier scrap and low inventories, but some of these prices may not hold if the pandemic
intensifies, he observed.

Producers committee chairman Murat Cebecioglu, meanwhile, said the pandemic has
resulted in investment delays that have reduced demand. Chinese stimulus measures
and reduced exports are driving the global market. However, there is huge uncertainty
regarding the future development of the virus.

Baysal said there will be fundamental changes to economies after the pandemic, with
more people working from home and companies occupying less office space. This will
create office overcapacity, considering the segment was already oversupplied before the
pandemic. However, there will be more warehouses and distribution centres built to cater
for growing online retail.

Bjorkman argued China’s scrap import restrictions make little sense. Although China has
vast scrap reserves, they are spread throughout the nation and need to be transported
long distances to areas where mills are located. Moreover, some scrap may have quality
issues and therefore needs to be blended with imported material.

When it comes to steel demand, “...1 guess for Turkey it is looking a lot rosier now than it
did 4-5 months ago,” Bjérkman observed. Construction activity and capacity utilisation is
rebounding globally, resulting in increased raw materials demand. It remains to be seen
whether supply keeps up, he concluded.

EAF IN A BETTER POSITION THAN BF

The outlook is brighter for electric arc furnace mills than for their blast furnace-based
counterparts not least because of growing environmental pressure, according to
International Rebar Exporters and Producers Association (lrepas) traders’ committee
members.

“I would rather be someone using an EAF as the scrap supply pool is certainly bigger
than the iron ore miner oligopoly,” traders committee member Wilhelm Alff said. EAFs
therefore have more buying power.

Moreover, the environmental costs of steelmaking are on the increase and it is becoming
“...more and more fashionable” to convert scrap into new steel products, Alff observed.
This process will be supported by governments rather than making investments into new
iron ore mines.

“At the same time, China is the biggest iron ore consumer and one to suffer most from
higher prices,” Alff continued. But it is building up a huge EAF capacity in expectation of
what is to come, he added.
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