
SAMPLE 



The coronavirus is a new crisis, yet it is forcing China deeper into the same 
debate it has been struggling with for a decade. Q1 was expected to be weak, but 
the recovery in Q2 has disappointed. Now Beijing must decide exactly how and 
how much it wants to support the economy. 

The more China seeks to reform its economy, the more events have forced its 
reliance on state-owned national champions and traditional investment. For the 
steel industry, that may not be a bad thing in the short term. The longer term 
questions over the Chinese economy remain however. 
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Table 1. Supply and Demand (million tonnes) 

 2019 2020 Q1 Y-o-y 2020 outlook Y-o-y 

Official crude steel output 996.3 234 1.20% 1003.9 1.40% 

Apparent consumption 894.5 211.6 2.75% 901.5 1.10% 

End user demand 894.5 133.4 -19.50% 896 0.90% 

Source: Kallanish 
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China returns to its great debate  

Figure 1. Daily steel production and demand 2010-2019 (tonnes) 

The first quarter in China was as terrible as expected economically. GDP was 
down 6.8% year-on-year even by official accounting. With most businesses, 
factories and construction sites closed from the Chinese New Year to the end of 
the quarter, that was hardly surprising. The steel sector also succumbed to this 
weakness, with real demand falling to a seven-year low. The drop in real demand 
was however not as bad as some of the more dramatic forecasts being touted at 
the start of the crisis. China officially produced 78.98 million tonnes of crude steel 
in March, down -1.7% year-on-year, according to the National Bureau of Statistics 
(NBS). That left crude steel output over Q1 up just 1.2% to 234.45mt. Mills had 
been slow to cut production immediately after China took measures to control the 
spread of the coronavirus at the end of January, but continued to control output 
into April. Considering that exports also picked up in March, apparent steel 
consumption was also down -1.7% y-o-y at 69.7mt. January-March apparent steel 
consumption totalled 211.6mt, up 2.75% y-o-y. That does not take into account 
any inventory change however. Although mill inventories fell slightly over March, 
social inventories ended the month much where they had started. Implied end 
user buying recovered from the abysmal February, but was still down -19.6% y-o-
y at 70.07mt. Over the first quarter, total end user buying is now estimated to be 
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