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EDITORIAL

Bﬂ VOLATILITY MASKS
STRUCTURAL SHIFTS

BY TOMAS GUTIERREZ

Market volatility is easing slightly but has likely not gone very far. As the dust of the last month settles
however, there are some structural changes which will influence global steel markets in the medium term.
The changes are largely good news for overseas steelmakers, while Chinese steelmakers, especially the
smaller private players, will bear the brunt of China’s shift in focus towards economic reforms.

China’s steel market became extremely volatile in May, as did global steel markets. Prices became
detached from the fundamental supply-demand balance, while markets are also adjusting to the fact that
China is no longer the key driver of the recovery. Fundamentals are coming back into play however, while
Chinese policy remains deeply influential for global steel pricing.

One factor that came into play at the end of the month is how the same policies can have different impacts
in different situations. In the bullish market earlier in the year, China’s attempts to control production simply
encouraged expectations of tight markets through much of the year. Controlling production sent prices

TABLE 1. SUPPLY AND DEMAND

2020 |y |tanhpr 2021 | Yooy |2021 Outlook | Yoy

(0}iiEING(ILEXSI LNl NIl 1,058 5.72% 374.6 15.80% 1080.0 2.60%
Apparent consumption 990 9.75% 338.4 15.40% 976 -0.90%
End user demand 985 8.93% 308.4 31.20% 978 -0.20%

Source: Kallanish. Million Tonnes

FIGURE 1. STEEL PRODUCTION AND DEMAND 2018-2021
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Kallanish

CHINA STEEL INTELLIGENCE

IN NEXT MONTH’S ISSUE
—

As Chinese demand slows into the summer, next month we will begin to review the assumptions which underpin our

supply and demand forecasts for the year. After so much volatility in prices, have fundamentals changed beyond
expectation?

CONTACT KALLANISH

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.



