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BY TOMAS GUTIERREZ

TABLE 1. SUPPLY AND DEMAND

POLICY SHIFTS SPARK
NEW HOPE

China has had a tough year, and there is still plenty to worry about. The last few weeks however
have seen policy changes that imply a recovery in steel demand in the coming year. The moves
come in two key areas, real estate and Covid. Changes in both these areas force changes to our
previous assumptions about the steel sector in 2023.

The year ahead now looks more positive, offsetting some of the structural problems that will
continue to drag on steel demand over the coming years.

The end of zero Covid?
It might be too soon to declare Chinaʼs stricter approach to Covid over, but there has been a
definite change in the direction of policy in recent weeks. After the national Party Congress in
October, it appeared that Xi Jinping felt secure enough to continue with the unpopular policy
unopposed. But it turns out that popular opposition had been underestimated. When a deadly fire
in Xinjiang provided a focal point for anger that conjoined anti-zero Covid sentiment with other
political frustrations, widespread protests erupted. These were short lived, but it seems they were
influential. That protests can have some impact should not be a surprise. After all, social cohesion
and stability is present as a goal in all Chinese policy-making. A key driver of zero-Covid policy
is believed to be that large-scale deaths from Covid could threaten the legitimacy of the Party. If
the policy is now triggering the problem it is meant to prevent, then change is desirable no matter
what form of government is in place.

Source: Kallanish. Million Tonnes

FIGURE 1. STEEL PRODUCTION AND DEMAND 2019-2022
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2021 Jan-Nov 2022 Y-o-y 2022 Outlook Y-o-y
Official crude steel output 1,033 860 -2.28% 1,016 -1.60%

Apparent consumption 943 775 -3.26% 913 -3.10%

End user demand 946 773 -1.97% 913 -3.50%
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Do you want to keep reading?
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: CSI US$ 3000
Option 2: CSI, KallanishSteel Subscriber Rate US$ 2550 SAVE 15%
Option 3: CSI + KallanishSteel Bundle US$ 5270 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.


