


As China faces down its economic slowdown and a trade war with the 

USA, all eyes are on its fiscal policy for any sign of stimulus. There is potential 

for an extreme reaction – either large-scale stimulus or inaction – to skew 

steel markets significantly in H2. In this issue however we explain why we 

think piecemeal reaction should make for a strong H2, albeit allowing for 

some volatility. 

 

That is based on the state of the market as it comes out of the summer 

period and enters the demand recovery in autumn. It is also worth noting 

that individual end use sectors remain largely firm, despite the concern 

among macroeconomists. Chinese policy remains as essentially 

unpredictable as ever because it is not in any way transparent. So far 

however there is little sign of any knee-jerk reactions. 

The question now is, China’s hand remain steady 

on the tiller? 
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Figure 1: Daily steel production and demand 2010-2017 

Source: NBS, Kallanish 

Table 1: Supply and Demand (million tonnes) 

 2017 2018 ytd Y-o-y 2018 outlook Y-o-y 

Official crude steel output 831.7 451.2 6.00% 848.7 2.04% 

Apparent consumption 737.4 399.8 5.32% 762.9 3.46% 

End user demand 745.5 389.3 2.45% 761.3 2.12% 

Source: Kallanish 
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July has seen several divergent forecasts for the Chinese economy and the 

steel market emerge and a number of serious uncertainties raised over issues 

such as policy and trade which could have significant knock-on effects on the 

steel sector. These create the possibility of a sharp divergence from forecasts 

of a strong H2. However, Kallanish is not changing its forecasts and to explain 

why we will look a little at the position of the steel market as we come to the 

end of the summer and why we expect fears over policy changes to be 

exaggerated, even though the policy changes themselves are important. 

China’s crude steel output increased further in June on a daily basis, reaching 

new record highs. Demand, meanwhile, declined into the summer but 

remained firm year-on-year. China produced 80.2 million tonnes of crude steel 

in June, up 7.5% year-on-year, according to the National Bureau of Statistics 

(NBS). That put official crude steel output over the first half of the year at 

451.16 million tonnes, up 6% y-o-y. June output was down -1.15%, but on a 

daily basis output was up 2.15% month-on-month to 2.67m t/day. <Figure 2.> 

 

Considering China’s net steel exports, which were up both m-o-m and y-o-y in 

June, apparent steel consumption was down -2.88% m-o-m in June, but still up 

4.88% y-o-y at 70.29mt. Over the first six months of 2018, apparent steel 

consumption was up 5.32% y-o-y at 399.82mt. End user buying fell as expected 

in June, Kallanish calculates. This was in part because of the slow decline in 

demand into the winter, and in part a cooling from the supercharged end use 

buying seen in April-May. End user buying was down -11.71% m-o-m at 

76.61mt, but this was still up 6.47% y-o-y. Over the first six months end user 

buying is now up 2.45% y-o-y at 389.34mt. This puts the data on track to meet 

Kallanish’s forecast for end user buying increasing 2.12% in 2018 to 761.28mt. 

The ten-day output figure for major mill produced by the China Iron and Steel 

Association (CISA) showed an uptick in production and the start of July as 

restrictions in eastern China eased off, but then another decline as restrictions 

in Tangshan kicked in. With restrictions becoming more severe and 

widespread through to the end of the month, Chinese crude steel output is set 

to finally break its increasing streak. On a daily basis, crude steel output has 

been up month-month steadily since March. At the same time however, 

export volumes are also set to break their increasing trend, seeing their first 

monthly decline since January. That will leave apparent steel demand roughly 

flat.  
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Figure 2: Chinese output and demand complete strong H1  

Source: Kallanish, NBS 
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