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Wl Strategic Insights From WSD

European Steel: Record-High Prices Driven by Sanctions

On 15 March 2022, the EU and
G7 partners, including the UK,
announced a new sanctions package
against the Russian federation amid
the ongoing invasion of Ukraine.
The scope of the new sanctions
includes the ban of imports of iron
and steel products (excluding semi-
finished products) from the Russian
federation.

The conflict in Ukraine has
caused a significant impact on ener-
gy prices around the world, caus-
ing skyrocketing oil and natural
gas prices. The Brent crude oil
price soared to a high of US$127/
barrel from an average of US$94 in
February. The price has since held
steady at about US$100-110/barrel.

As oil price hikes have dominated
headlines across the world, steel was
also heavily impacted as supply was
cut off from Russia and Ukraine

because of the war. Steel, being a
foundation of the modern economy,
is a key commodity in a slew of appli-
cations from bridges and skyscrap-
ers to automobiles and household
appliances. The prices of steel have
also hit record highs globally, espe-
cially in Europe.

The hotrolled band price in
Europe hita high of about US$1,550/
metric ton in late March immediate-
ly after the invasion. In January 2022,
hot-rolled band price was about
US$1,040/metric ton (see Fig. 1). It
remained around US$1,450 in April
but eased to about US$1,300 in early
May.

The rise in European prices has
been exacerbated by the disruption
in supply of steel brought about
by the ban of steel imports from
Russia, which accounted for about
12.8% (16% increase from 2020) of

SteelBenchmarker

WSD’s PriceTrack data, January 2000-March 2006; SteelBenchmarker data begins April 2006
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Western Europe hot-rolled band price.



Finished Steel Products Imports Into the EU (million metric tons). Source: EUROFER, WSD estimates.

the EU’s finished steel imports in 2021 (see Table 1). The question that needs to be answered now is:
Ukraine all but halted its steel production due to the how can the supply gap left by Russia and Ukraine be
ongoing conflict (with ArcelorMittal and Metinvest offset? Europe could possibly increase its own produc-
among those affected by the war), which intensified tion, but it is constrained by raw material shortages
the steel supply gap in Europe. Steel imports from  and high costs of energy and carbon. China, India,
Ukraine made up about 8.77% (111% rise from 2020)  Turkey and Southeast Asia have already begun to fill
of Europe’s finished steel imports in 2021. the gap, but not without some challenges.

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. +

Upgrade Your:Shredtded Scrap

and useMORE per Melt

Eriez’ copper reduction process
upgrades shredded scrap, allowing mills
to use more scrap per melt and improve
yield. Comprehensive tests show that
improved yields lead to a fast return

on investment.

Eriez Copper Reduction Process
¢ Upgrades Shred to a Consistent
< 0.2% Low Copper
e Works with Any Feed Stock
¢ Improves Melt Yield
1 » Fast ROI
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