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WSD’s steel experience, steel
database and availability of steel
statistics are the principles for
performing steel forecasts, studies
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
Steel Dynamics and not
necessarily those of AIST.
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Analyzing Chinese Steelmaking Data

Challenges are substantial when seck-
ing to adjust published Chinese steel
statistics for: (a) unreported blast fur-
nace output — that could be 20 mil-
lion metric tons per year assuming
that some smaller integrated mills at
times don’t report output during the
nighttime; and (b) unreported induc-
tion furnace output — that could
have been 60 million metric tons in

IELIER

2016 and 20 million metric tons in
the first half of 2017 (with no output
in the second half since the closure
of all units was mandated by 1 July
2017). We also don’t know: (a) how
much replacement EAF steelmaking
capacity is being built by the previous
induction furnace producers (with
“talk” that the figure is 20 million met-
ric tons); (b) how much obsolete steel

Chinese Steel Gross Capacity, ECO Capacity and Steel Production: 2013-2018

(million metric tons)

Note: ECO Capacity is the global steel production rate in a rising steel production environment at which the

mills’ marginal cost starts to rise significantly.

*The gross capacity figures are not precise. TUnregulated and not known. The production estimate for 2017 is

through June. ¥Half-year.
Source: WSD estimates.
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scrap was recovered in 2016 and 2017; (c) the size of the
steel scrap glut that’s been created by the shutdown of
the steel-scrap-dependent induction furnaces; (d) how
much of the induction furnace producers’ final output
was billet, rebar or wire rod (with the billet rolled into
low-grade products by independent rolling mills and the
rolling mills of smaller integrated steelmakers); and (e)
the size of steel mill and steel buyer inventory swings.
Given this background, we expect:

e Apparent steel demand in China in 2018 to rise about
1.3% after a 2.4% increase in 2017. The key factor sus-
taining steel demand will be the government’s pro-
motion of further gains in infrastructure spending.

¢ Chinese steel production may amount to 860 million
metric tons in 2018 versus 840 million metric tons in
2017. If so, a 900-million-metric-ton annualized rate
may be hit by June 2018 as the mills make up for the
production shortfall in the North during the winter
months (mandated in order to reduce air pollution).

¢ Chinese EAF production is rising given: (a) the sur-
plus of steel scrap that’s been created after the closing
of the induction furnaces; and (b) the 40% Chinese
export duty on steel scrap that’s restraining sizable
offshore deliveries. China’s BOF steelmakers are also
now using a higher proportion of steel scrap in their
metallics charge.

When will Chinese steelmaking capacity be cut back
substantially? WSD expects this to occur in 2019 given
substantial industry overcapacity. In 2019, WSD is fore-
casting reduced domestic steel demand as fixed asset
investment falls back as a share of gross domestic
product and no major gain in steel exports reflecting
trade suit restrictions and the government’s production
restraints in order to hold down air pollution. The bulk
of the steelmaking capacity reduction to date in China
has reflected the closure of inefficient and highly pollut-
ing smaller units.

This report includes forward-looking statements that are based on current 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 expectations
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 governments and/or other factors.
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