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After a troubled start to the year, China’s steel market has improved 

dramatically since April. Strong demand continued in May but there were 

moments in the month when it appeared demand was sliding. At the 

same time, production restrictions over winter have been replaced by 

other restrictions in some areas, particularly because of the Shanghai 

Cooperation Organisation Summit. How these factors will balance in the 

coming weeks will decide in what state the market enters the next period 

of stronger demand at the end of summer. 

 

Internationally meanwhile, the threat of trade wars has not abated. While 

this has had a detrimental impact on some public data, we round up 

some of our latest reportage on President Trump’s tariffs in the export 

section of this issue. Trade may still turn out to be a distraction however. 

The question that global steel markets should be 

asking is will China’s steel demand spike last? 
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Source: NBS, Kallanish 

Table 1: Supply and Demand (million tonnes) 

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

Crude Steel Production 831.7 289.0 5.00% 845.0 1.60% 

Apparent Steel Demand 737.4 257.4 4.97% 756.1 2.53% 

Real Demand  Est 745.5 226.2 -1.85% 755.1 1.29% 

Source: NBS, Kallanish 
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After a weak start to the year, data for April confirms that a massive increase 

in end user buying was behind the surge in prices. In May, demand appears to 

have remained strong, bolstering growing confidence in China’s steel sector 

and its raw materials suppliers. That confidence has also boosted expectations 

for the second half of the year. In the shorter term however, the Chinese 

market will have to contend with a summer slowdown and very high output 

levels which could again push the market temporarily into oversupply. 

China’s official steel production was up 4.8% in April at 76.7 million tonnes, 

bringing the total for the first four months of the year to 288.97mt, up 5% year-

on-year. Adjusting for yield loss, net exports and estimated unofficial output, 

apparent steel consumption was up 4% y-o-y to 67.43mt in April and up 5% 

over the year to 257.39mt. As apparent steel consumption really measures 

supply into the market, it is the supply side which has seen steady strength 

through the year. End user buying has been much more volatile. 

After steel market inventories soared in February-March, they began to turn 

downwards again and through April they were declining rapidly. That trend 

continued through May, bringing inventory levels back down to levels which 

suggested a very tight market. Accounting for inventory change, implied end 

user buying soared to 87.41mt in April, helping to compensate for the weak 

months preceding it. Over January-April end user buying was still down 2% y-o-

y to 257.39mt, but with May demand also holding firm, that was expected to 

recover further.  

That trends fits with other data for confirmation. Cement production tracks 

construction activity more closely than steel output due to the need to use 

cement as it is made. Over the first four months of the year, cement output 

was still down 1.9% y-o-y at 584.21mt, despite a strong recovery in April. The 

main reason for the decline was a 15.6% y-o-y drop in cement output in March 

as construction projects were delayed into April.   
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Fig. 2 End user buying draws down inventories (t) 

Source:  NBS, Kallanish, MySteel, CISA 
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