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Will the Chinese market return from
holidays with stronger sentiment?

How many European BFs will be
substituted by EAFs?

Will import offers put pressure on US
domestic prices?

What is driving the latest scrap rally
and will it last?

How is the German steel sector
recoverying from summer floods?

High freight costs, chip
shortage to continue
affecting steel markets
The last several months have been
characterised by a number of issues and
bottlenecks affecting steel markets and
adding to the price momentum of most
commodities. According to analysts, two of
the main issues noted in 2021 - high freight
costs and chip shortages - are here to stay for
the foreseeable future.

FREIGHT RATES
Despite some recent signals of alleviation of
bottlenecks in global freight, an Austria-
based analyst believes those issues are here
to stay.

“Along with Covid-19 came a shortage of
vessels in international trade, and next came
the shortage of containers,” says Markus Moll
of consultancy SMR. Recently containers
from Asia to the US reached a price of
$22,200, to both the East and West Coast.
With a loading limit of 22 tonnes of steel per
22-foot container.

“This would mean $1,000 and more per tonne
of steel to the ports – and you have not even
reached the customer yet,” he says.

Along with existing US safeguard duties of
25% under Section 232, transport costs are
another massive hurdle for trade from Asia to
North America. Still, in view of domestic steel
prices, many US buyers find imports a
feasible alternative.

According to Moll, freight rates have come
down somewhat in recent days. However,
“we had a dip in August already, and then
prices peaked again. For the foreseeable
future, I don’t think we will return to the old
freight rates that were six times lower,” he
says.

The bottleneck on the water affects other
transportation, too. Moll cites a Chicago-
based hauler who says that transports are
increasingly being moved to aircraft. He now
does 50% of his jobs by plane, against 25%
in normal times. This, too, is driving up costs.

Aggravating the situation is the fact many
containers are lying idle at ports after a one-
way journey. In Europe, Rotterdam Port is full
of empty containers from Asia that are not
being used for return transports because Asia
is normally the exporter, rather than the
importer. “They are waiting for some freight to
be filled – no ship would just take them back
empty for free,” Moll concludes.

CHIP SHORTAGE
Global semiconductor shortages will cost the
worldwide automotive industry around $210
billion in lost revenue this year, shows the
latest forecast from consulting company
AlixPartners. This is markedly more than its
estimate in May of $110 billion.

In terms of vehicles, the company is now
forecasting that production of 7.7 million units
will be lost in 2021, up from 3.9m in its May
forecast.

“Of course, everyone had hoped that the chip
crisis would have abated more by now, but
unfortunate events such as the Covid-19
lockdowns in Malaysia and continued
problems elsewhere have exacerbated
things,” says AlixPartners global co-leader of
automotive and industrial practice Mark
Wakefield.

“Also, semiconductors are just one of a
multitude of extraordinary disruptions the
industry is facing, including everything from
resin and steel shortages to labour
shortages. There’s no room for error for
automakers and suppliers right now and they
need to calculate every alternative and make
sure they’re undertaking only the best
options.”

There really are no “shock absorbers” left in
the industry right now when it comes to
production or obtaining material, notes
AlixPartners managing director for
automotive Dan Hearsch. “Virtually any
shortage or production interruption in any
part of the world affects companies around
the globe, and the impacts are now amplified
due to all the other shortages,” he adds.

Tesla head Elon Musk believes the
semiconductor crisis will end next year with
the emergence of new enterprises producing
chips. “I think the situation will be better in
2022. I'm not 100% sure, but I think it will be
so," he said during an online speech at Italian
Tech Week.

At the beginning of September,
semiconductor shortages forced Ford,
General Motors, Audi, Nissan and Volvo to
halt some production sites. Russian
carmakers have also been hit by the lack of
supply.

Boston Consulting Group (BCG) previously
said almost 9m fewer vehicles will be
produced in 2021 due to the global chip
problem.

Index 58% 62% 65%
W-o-w %
Change +3.04% +9.34% +7.55%

01 Oct 88.03 115.30 138.08

30 Sep 89.14 116.62 139.47

29 Sep 88.71 115.68 138.60

28 Sep 88.36 114.98 137.89

27 Sep 87.97 115.60 138.46

Average 88.44 115.64 138.50

24 Sep 85.65 111.49 134.13

23 Sep 86.04 110.69 133.47

22 Sep 82.73 104.38 127.34

21 Sep 84.88 99.31 122.70

20 Sep 89.84 102.93 126.26

Average 85.83 105.76 128.78
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Global Overview

Asia:Europe:North America:

Middle East:CIS:

Click here to view this map online
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• Chinese steel price firm
• Iron remains in lull
• ASEAN billet market hit by poor

rebar demand

• EU coil prices correcting but not
crashing

• Former Ilva to boost output
• S.Europe rebar prices under

pressure

• US hot-rolled prices remain at
record high

• Prime-grade scrap expected to fall
by up to $50/t

• Import offers appear in US flat, long
markets

• Turkish scrap rebounds strongly
• Turkish rebar export deal

rumours unfounded
• GCC rebar mills lower prices

• CIS billet suppliers continue
Chinese sales pursuit

• CIS HRC demand strong but bids
decline
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Order Form

Subscribe to Kallanish Steel Weekly
today
Start your subscription to Kallanish Steel Weekly (KSW) today

Kallanish Steel Weekly is a new weekly publication from Kallanish Commodities.

The pricing options for 12 month subscriptions are available below.

To sign up complete the form below and return to us.

Standard: Kallanish Steel Weekly US$ 1725/ €1495

Premium: Kallanish Steel Weekly US$ 2450/ €2150

KSW Content:

The publication is filled with market
information, charts and graphs.

• Supplied in PDF
• Pricing Table
• Price Spreads Table
• 8-9 pages
• Special features
• Prices to watch
• Word of the week
• Global heat map

Start my subscription

Yes, please start my subscription so that I can read the Kallanish Steel Weekly.

Please choose your option below:

Option 1: Standard KSW US$ 1500

Option 2: Premium KSW US$ 2100

Payment type:Your details:

Please tick below:

Credit Card:

Name:

Job Title:

Company:

Address:

City:

Country:

Pay by invoice

Pay by credit card

Amex

Mastercard

Visa

Signature: Date:

Phone:

Email:

Name on card:

Card number:

CCV: Expires:

Signature

I confirm I am signing up for a 12 month subscription to KSW

I have read and agreed to the Kallanish Terms and Conditions.
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Word of the week

Contact

Continuous casting is the process in which molten steel is
poured into a water-cooled copper mould allowing it to
gradually solidify as it moves down the mould. Once the
steel solidifies it becomes known as a steel billet, bloom,
or slab. The process has become the preferred method for
making semi-finished steel because of much better yield,
productivity and cost performance.

If you found this issue of Kallanish Steel Weekly interesting please let us know, we would love to hear from you.

Kallanish - UK
Britannia House
t: +44 7874 008654

Kallanish - Germany
t: +49 304280 2034

Kallanish - Bulgaria
t: +359 896 266 305

Kallanish - China
Shanghai, China
t: +86 182 1728 2941

Kallanish - USA
t: +1 609 216 0640

Kallanish - Singapore
t: +65 9766 8157

General Enquiries:
www.kallanish.com
info@kallanish.com

Social Media:

Continuous Casting
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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.
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