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BY TOMAS GUTIERREZ

TABLE 1. SUPPLY AND DEMAND

SUMMER STIMULUS 
DISAPPOINTS

Summer is fading fast and autumn is approaching. With steel markets now focussed on the seasonal 
autumn recovery, there remain big questions hanging over the Chinese economy. China’s leaders were 
meant to be putting doubts to rest after their mid-summer meeting, but policy options remain limited and 
confidence has not been restored. Further stimulus is still expected, and production cuts could help tighten 
steel markets, but there is little doubt that further action is needed.

July saw a steady ramp up in sentiment-building activity. July typically sees a major economy-focussed 
meeting of the Politburo set out the economic agenda for the rest of the year. This year, the focus is firmly 
on restoring confidence in the economy. 

Ahead of the July Politburo meeting, major figures including premier Li Qiang held widely-publicised 
meetings with economic experts to gather views on what needs to be done. Sectoral associations and 
financial experts were also consulted. 

These moves are seen as an important way to erode pessimism, especially among consumers. The 
People’s Bank of China’s quarterly urban household survey for Q2 showed negative responses for 
employment sentiment and confidence, and for current and future income sentiment. In other words, urban 
households are not confident in their employment and income, and so are not likely to engage on any 
consumption spree. 

Source: Kallanish. Million Tonnes

FIGURE 1. STEEL PRODUCTION AND DEMAND 2019-2023

Source: Kallanish. Million Tonnes

2022 Jan-Jun 2023 Y-o-y 2023 Outlook Y-o-y
Official crude steel output 1,014 536 1.30% 1,027 1.30%
Apparent consumption 912 469 -1.94% 927 1.70%
End user demand 917 452 1.84% 924 0.90%
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Economic data for the fourth quarter and for June undermined confidence further. GDP was up 6.3% y-o-y, 
compared to 4.5% in Q1, but this was below economist forecasts. June data meanwhile showed the 
economy appearing to slow down yet again. Both retail sales and fixed asset investment were up just 3.1% 
y-o-y, while industrial value-add was up 4.4% y-o-y. 

June also showed another worrying trend. The economy is increasingly reliant on the state, as private 
sentiment has only deteriorated. In June, state-owned enterprises increased their investment by 7.4% y-o-y, 
but private firms cut investment by 0.6% y-o-y. While infrastructure investment was up 11.7% y-o-y, real 
estate investment dropped 10.3%. With this in mind, the emphasis for the economic recovery has fallen to 
reviving private sector confidence.

FIGURE 2. PRIVATE INVESTMENT SLUMPS

TABLE 2. Q2 ECONOMIC DATA DISAPPOINTS

Source: NBS

Source: NBS

FIGURE 3. SCRAP CONSUMPTION RETREATS

Source: NBS

Q2
GDP y-o-y 6.3%
GDP q-o-q 0.8%
Secondary industry value added y-o-y 5.2%
Construction value added y-o-y 8.2%
Real estate value added y-o-y -1.2%
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