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and analysis for international
clients. WSD seeks to understand
how the “pricing power” of steel
companies the world over will be
impacted by changes in the steel
industry’s structure. The views
and opinions expressed in this
article are solely those of World
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necessarily those of AIST.
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SteelBenchmarker™ HRB export price: Strong, but changing,
correlations with home-market prices since 2000

Asindicated in Fig. 1, the extreme run-
up in the world price for hot rolled
band (HRB) from 2007 through the
summer of 2008 was mimicked by
home-market prices in the USA and
Western Europe. In China’s case, at
that time, with domestic deliveries
being so massive and exports rela-
tively low, the price run-up, although
substantial, was far less than that in
most other regions of the world.

From a peak export price in sum-
mer 2008 of about US$1,097/metric
ton, FOB the port of export, the HRB
export price had plummeted to about
US$396/metric ton by summer 2009.

WSD also observes that since sum-
mer 2009:

e The Chinese HRB domestic ex-
works price has consistently been
lower than the HRB export price.

® The current export price, at about
US$285/metric ton, is well below
that in summer 2009.

e The USA home-market price in
2014 rose to a massive premium to
the world export price — at times
as much as US$200/metric ton.

e Unlike prior episodes of pricing
“death spirals,” the current experi-
ence has not been a brief pricing
bottom followed by a sizable rally.
One reason is that steel produc-
tion has been sticky on the down-
side at least through October 2015.

Chinese home-market HRB price: Often highest through early

2003:; now, the lowest

The Chinese steel industry was in
a physical shortage condition from
2000 to 2011, which was a factor hold-
ing down the country’s steel exports

even as its home steel market grew
more “competitive,” reflecting the
massive surge in the number of wide
hot strip mills in the country — now

— USAFOB mill — Western Europe ex-works
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SteelBenchmarker™ HRB price. Source: World Steel Dynamics, American Metal

Market, Metal Bulletin.



about 90 versus 10 in 2000. Hence, through 2010, the
Chinese home-market price was less sensitive to swings
in the HRB export price than the home-market price in
many other countries.

Since 2010, the Chinese mills’ ex-works export price
has consistently been below the world price. Sizable over-
supply for Chinese HRB started to become evident in
2011; and, then, in 2013, HRB demand in China started
to stagnate and/or grow slowly. As the HRB oversupply
in China has blossomed, we’ve been witness to an incred-
ible boom in Chinese exports of a wide variety of steel
products. The Chinese have been willing to export below
their marginal cost in many cases, especially in 2015.

What’s the difference between the Chinese mills’
low export price and true love? Is the answer: “The low
export price is forever”? WSD thinks not, because the
current export price is wreaking incredible havoc on
the Chinese mills’ access to capital — as is the case else-
where in the world. The solution for the Chinese mills,
WSD is quite sure, will be the elimination of much excess
capacity — perhaps at a slower pace than elsewhere, but
inexorable nevertheless — and with an inevitable boost
in their home-market and export prices.

This report includes forward-looking statements that are based on cur-
rent expectations about future events and are subject to uncertainties
and factors relating to operations and the business environment, all of
which are difficult to predict. Although WSD believes that the expec-
tations reflected in its forward-looking statements are reasonable,
they can be affected by inaccurate assumptions made or by known
or unknown risks and uncertainties, including, among other things,
changes in prices, shifts in demand, variations in supply, movements in
international currency, developments in technology, actions by govern-
ments and/or other factors. +

Remote
Controlled
Machines

The next generation of remote controlled
machines for steel mills has arrived!

Clean ladles, runners, furnaces, torpedoes and kilns quickly, safely
and accurately with a state-of-the-art Brokk remote-controlled
machine. Our new BBOO is a 12-ton powerhouse with over 31 feet
of vertical reach in a compact package. We mount a hard-hitting,
heat-shielded Atlas Copeo breaker on a custom-designed, three-piece
arm that rotates 360 degrees, and include a special bit for
heavy-duty prying. A new two-way radio control box offers finely
tuned operation from a safe distance.

For more than 30 years, Brokk machines have proven themselves

in mills and foundries all over the world. Contact us to find out how
you can take your processes to the next level.

Brokk. Bring it on.
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BROKK

Original Demaolition Power™

Brokk Inc | 1144 Village Way | Monroe WA 88272

Tel 1-360-794-1277 Toll free 1-800-621-7856 | Fax +1- 360-805-2521

E-mail: info@brokkine.com | wwwibrakk com
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