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AUSTRALIA

POSCO to participate in green hydrogen production project in
Australia

POSCO has agreed with Fortescue Metal Group (FMG) of Australia
to cooperate in the green hydrogen business.

POSCO chairman Choi Jeong-woo met with Andrew Forrest,
chairman of FMG, the world’s fourth largest iron ore company at
the POSCO Center in Seoul on Dec. 14. FMG declared carbon
neutrality in 2040 and is promoting hydrogen production using
renewable energy sources.

POSCO and FMG will first participate in a green hydrogen
production project that FMG is promoting in Australia, and jointly
look for additional projects.

The two sides also agreed to use POSCO’s premium steel products
such as PosMAC in building eco-friendly power generation
facilities for FMG’s green hydrogen production. POSCO imports
iron ore from FMG to produce steel products, which will in turn
be used for FMG’s solar power generation facilities for hydrogen
production. The two sides shared the view that this type of
cooperation is a sustainable business model in a carbon-neutral
era.

The partnership with FMG is POSCO’s first step towards creating
a hydrogen business. It recently declared carbon neutrality in
2050 and disclosed a plan to expand its hydrogen production to
five million tons per year.

Business Korea, December 16, 2020

INDONESIA

Indonesia’s CNI lands ferronickel project in Sulawesi

PT Ceria Nugraha Indotama (CNI) in Indonesia has signed a
contract with PT Wijaya Karya to build a nickel ore processing
and refining plant using rotary kiln electric furnaces (RKEFs),
Kallanish notes.

Wijaya plans to take 36 months to build the plant in Kolaka
Regency in Southeast Sulawesi, which will have two RKEFs costing
acombined $360 million. After completion, it will have the ability
to annually refine nickel ore with a grade of 1.59% and produce
27,800 tonnes/year of ferronickel with 22% nickel content.

“God willing, this project can be completed on time with
satisfactory quality and can be a tipping point for the revival of
the mineral-based industry in the country and the world,” says
Wijaya president director Agung Budi Waskito.

The second phase of the project includes output of nickel
hydroxide.

China’s An Shun Coal Mines Company, wholly owned by Tsingdao

Hengshun Electricity Company, holds 51% of CNI.
Kallanish, December 2, 2020
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Indonesia’s Dexin prepares blast furnace start-up

Dexin Steel Indonesia has ignited the hot stove for its No.2 1,780m3
blast furnace, indicating that the BF is preparing to be put into
production soon, Kallanish notes.

The company commissioned a BF of the same size in the first half
of 2020. These two BFs are part of building up capacity at the
plant to 3.5 million tonnes/year of finished steel.

The whole project, located in Morowali Industrial Park in Central
Sulawesi, is jointly funded by Delong Group, Shanghai Decent
Investment, PT Indonesia Morowali Industrial Park and Hanwa
Singapore (Private) Limited. The total investment is $1.3 billion.

After the first part of the project was commissioned, Dexin began
offering wire rod to the market in 2019 and billet in January
2020. A bar rolling mill with 1.5m t/y capacity started to produce
in September

Kallanish, December 10, 2020

JAPAN

Japan’s scrap exports in October rise to 2020 high

Japan’s ferrous scrap exports in October rose from September to
the highest level this year, led by volumes to Vietnam.

Exports to all main destinations except Malaysia edged up higher
in October. Cargoes cleared by customs in October were mainly
booked from late August to September.

Scrap demand in Vietnam has been supported by firm steel
exports amid tight supplies in global ferrous markets.

South Korean domestic scrap prices started to fall from early
September but were still higher than import prices. Many steel
mills with low inventories purchased imports in September to
build stocks. South Korea was the only major market that fell
compared with a year earlier. Some mills cut production with
stagnant domestic steel sales.

Bangladesh showed the fastest growth on a percentage basis.
Rising steel-producing capacity in the country has been the main
driver of its raw material import growth. The rapid spread of
Covid-19 in south Asia has not stopped its mills from stepping
into the market to buy scrap in the second half of the year as they
responded to recovering steel demand.

Japanese domestic scrap demand also rose in October with the
rebound in auto manufacturing, driving higher crude steel output.
Japan’s crude steel output in October rose by 11.5pc from
September. The au Jibun Bank Japan manufacturing purchasing
managers’ index in November also rose to 49 from 48.7 in
October.

Japanese scrap exports are expected to slow in the coming
months, especially in December, given the rapid increases in
domestic scrap prices. Steel mills raised domestic collection
prices nine times in November. The Tahara plant H2 price rose by
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¥5,000/t ($47.80/t) over the period. Japanese domestic scrap
prices are higher than workable levels in many overseas markets.
This prompted Japanese suppliers to focus on the domestic market
to maximise profits with limited supplies.

Japan ferrous scrap exports (t)
Oct %+vs Sep %=xvs Oct Jan-Oct %z*y-0-y
'19

Viethnam 365,690 35 86.1 2,800,029 584
South Korea 285,542 134 -19.2 2,521,676  -24.8
Taiwan 53,659 10.5 42.6 1,009,928 108.2
Bangladesh 153,959 47.7 3449 734,211 262.6
Malaysia 26,474 -29.6 7.4 514,668 222

Others 36,101 5.9 4.5 370,656 44 .4
Total 921,425 233 35.2 7,951,168 27.7

Source: Japan customs

Argus, December 3, 2020

Nippon Steel plans output capacity boost at foreign steel plants

Tokyo-headquartered Nippon Steel Corporation announced plans
to raise output capacity at its steel plants outside Japan. At the
same time, it plans to cut domestic steel capacity. This is in
response to changing demand levels and the projected demands
for the future.

According to Katsuhiro Miyamoto, Executive Vice President,
Nippon Steel, the company has decided to focus on improving
profits from overseas operations, by tapping the rising demand
from automotive market. To this effect, it plans to materialize
planned expansion of overseas capacities in mid-term.

The company had recently announced capacity expansion of its
joint venture project with ArcelorMittal in India. The AM/NS joint
venture’s capacity will be expanded to up to 15 million tonnes.
Furthermore, it also plans major capacity expansion at its pellet
plant in the country.

The company’s joint venture with ArcelorMittal in Calvert,
Alabama, U.S. announced its plans to construct a new electric
arc furnace. As a first step, a furnace of 1.5 million tonnes per
annum output capacity is being considered.

Meantime, the domestic steel output and demand in the upcoming
financial year is likely to remain flat. The company is expected
to report net loss for the second consecutive year, primarily due
to Covid-19 related factors.

Scrap Monster, December 8, 2020



Japan-China trade key to new Asia scrap balance

Japanese suppliers said they do not expect their total export
volumes to rise significantly, but believe that the bottom of the
price fluctuation range will be lifted after China joins the
competition for seaborne tons.

Once international ferrous scrap prices drop enough to generate
any arbitrage window, Chinese buyers will step into the market
to import and thus prevent the price from dropping further.

Japan was the largest supplier for China before it closed the
door to imported ferrous scrap in mid-2018. Japan’s overall yearly
export volume was stable in a range of 7.5mn-8.5mn t during the
past several years.

Before China banned ferrous scrap imports in mid-2018, the
country imported 1.8mn-2mn t of ferrous scrap from Japan yearly
in 2014-17, accounting for around 25pc of Japan’s total export
volume. Japanese suppliers are happy to see China restart ferrous
scrap imports. Many of them have received enquiries from
Chinese traders for shipment in the first quarter next year.

Chinese businessmen have long had a presence in the Japanese
scrap market, but the recent development of Chinese imports
has incentivised those that are bullish on Chinese seaborne
demand to increase efforts to invest in scrap yards in Japan’s
Kansai region. Japan’s other main export hub, the Kanto region,
is better established and does not provide any opportunity for
Chinese investors to enter.

After China stopped purchases, Vietnam, Taiwan and Bangladesh
absorbed the excess amount shifted from China.

Scrap demand from Vietnam and Bangladesh is rising rapidly on
higher crude steel output generated from many newly launched
steelmaking projects. In 2020, Vietnam is expected to surpass
South Korea as the biggest buyer of Japanese scrap based on its
surging demand.

Japanese suppliers expect some of the tonnage directed to Vietnam
and Bangladesh to move back into China next year, in part
because of China’s proximity to Japan. The longer freight distance
means the minimum sized cargo per shipment to Vietnam is
5,000t, rising to 10,000t to Bangladesh.

Not all ports in Japan are capable of berthing large vessels, so
some suppliers near small ports have no choice but to sell at
relatively low prices to South Korea, which can accept minimum
cargoes of 2,000t. China holds a similar geographic advantage.

Most market participants think Chinese buyers will mainly import
higher grade Japanese scrap such as shred, HS and shindachi,
rather than H2 or H1/H2 50:50. But these grades are in strong
demand in Japan’s booming domestic ferrous market, and
Japanese traders are not sure whether their material will still be
attractive for Chinese buyers next year if prices remain supported
at current levels or move higher.

Japan’s leading electric arc furnace steelmaker Tokyo Steel
aggressively lifted collection prices from early November. The
H2 price delivered to its Tahara plant rose by ¥8,500/t ($81.42/

t) from 2 November to 9 December. Suppliers’ target price for HS
is already higher than current Chinese domestic prices for the
equivalent grade.

Some Vietnamese mills this week admitted that the global scrap
price will be higher after Chinese buyers enter the market. “Prices
will definitely go up if China starts to buy, no matter which product.
We can only try to push finish product prices higher, otherwise
we have no profit,” a Vietnamese mill said.
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KOREA

POSCO to expand hydrogen production to 5 mil. tons by 2050

POSCO has unveiled a new vision of becoming a green hydrogen
enterprise that leads a transition to a decarbonized hydrogen
economy.

To attain the vision, the company plans to expand its hydrogen
production capacity to five million tons a year by 2050.

SEAISI Newsletter, December 2020



It will seek to secure core technologies for hydrogen production
through water electrolysis and establish hydrogen production
facilities by 2030, and foster the hydrogen business as one of its
growth engines.

Currently, POSCO produces 7,000 tons of hydrogen annually using
by-product gas generated from a steel manufacturing process,
and LNG. It extracts about 3,500 tons of by-product hydrogen
and use it to control temperature and prevent oxidation during
steel production.

In addition, the steelmaker has developed the world’s first steel
product for hydrogen fuel cell separators and supplies it to
hydrogen car producers in Korea.

POSCO plans to strengthen its capabilities to research the
hydrogen reduction steel production method which is a steel
production technology using hydrogen, develop steel products
needed to produce, transport, storage and utilize hydrogen,
increase facilities for production of hydrogen, and develop core
technologies for hydrogen production among others going
forward.

On top of that, the company plans to pursue large-scale
investments while seeking various business opportunities such
as green hydrogen distribution, infrastructure construction, and
participation in green hydrogen projects.

By doing so, the company plans to jack up its production capacity
of by-product hydrogen to 70,000 tons by 2025, and to produce
up to 500,000 tons of blue hydrogen in cooperation with global
companies by 2030. At the same time, it plans to complete a five-
million-ton green hydrogen production system by 2050 including
the establishment of a two-million-ton green hydrogen production
system by 2040.

Blue hydrogen is produced by using fossil fuels such as natural
gas, and carbon dioxide generated at this time is collected and
stored in the ground. Green hydrogen is produced by the
electrolysis of water based on new and renewable energy.

POSCO also plans to usher in a carbon-phase out era by realizing
ahydrogen reduction steel mill based on green hydrogen by 2050.
If the hydrogen reduction steel construction method is
commercialized, it will require up to 3.7 million tons of green
hydrogen a year, which is expected to make POSCO the largest
hydrogen demand company and producer.

It will also develop technology to extract hydrogen from ammonia
considered key technology for hydrogen transportation and
storage. Ammonia is a combination of hydrogen and nitrogen
and is considered the best material for the efficient and
economical transportation of hydrogen.

Business Korea, December 15, 2020

South Korean companies oppose stainless dumping duties

470 local steel enterprises have jointly requested South Korea’s
Ministry of Trade, Industry and Energy (MOTIE) to cancel the
anti-dumping investigation into stainless flat steel from China,
Indonesia and Taiwan, according to media reports, Kallanish
notes.

SEAISI Newsletter, December 2020

At the request of Posco, MOTIE began the investigation on 17
September 2020. The product involved is stainless flat steel with
a thickness of more than 8mm, which are hot rolled, cold rolled
or processed by other additional treatments (see Kallanish
passim).

There are three reasons noted by companies opposing the duties.
Limited stainless steel production means unstable raw materials
supply for their companies. Posco’s products of the same quality
are more expensive. Their final products will lose competitive
advantage due to the loss of imported materials, and the related
manufacturing industry will struggle to operate due to the levy
of AD duties.

MOTIE has not yet issued it final determination.
Kallanish, December 17, 2020

MALAYSIA

Malaysia Steel Works proposes funding mechanism

Electric arc furnace (EAF) steelmaker Malaysia Steel Works
(Masteel) has announced plans for a stock shares issue with
five-year warrants designed to raise up to $20 million.

The steel bar producer says the proceeds will be used “for working
capital, repayment of bank borrowings and to defray expenses
for corporate exercise.

“We are witnessing an upcycle in steel demand within both the
local and regional markets, as governments prioritize high-
multiplier infrastructure developments and construction projects
to stimulate economic growth,” says Dato’ Sri Tai Hean Leng,
managing director and CEO of Masteel.

“This is clearly advantageous for established steel
manufacturers like us who have both capacity and
competitiveness to reap the benefits of this recovery,” he
continues. “To this end, our recent capital expenditure
investments in employing the latest steel melting technology will
optimize our cost-efficiency. As the proposed rights issue
proceeds are mainly used for working capital, it will further
enhance our financial footing that will allow us to focus on
enhancing our capabilities to capture new opportunities.”

In January 2020, Malaysia’s Ministry of International Trade and
Industry (MITI) enforced an anti-dumping duty on steel products
from Singapore and Turkey, which Masteel says “gradually
alleviated the issue of steel products oversupply in the
Malaysian market.”

Adds the firm, “In line with these positive developments, Masteel
expects to commission a third manufacturing plant in the first
quarter of 2021, [which] would increase productivity and expand
the versatility of the Group’s product range to eventually include
alloy and stainless steel.”

Masteel says the Malaysian construction sector is expected to
rebound by 13.9 percent in 2021 because of “the acceleration
and revival of major infrastructure projects.” Malaysia’s GDP is
expected to rebound between 6.5 percentand 7.5 percentin 2021,
adds the firm.

Recycling Today, December 10, 2020



PHILIPPINES

PH becomes dumping ground for obsolete Chinese steel
technology

The Philippines is fast becoming China’s favorite dumping ground
for an outdated steel technology that Beijing itself has banned in
2017.

The repercussions of the irresponsible shipment of steel plants
using induction furnace (IF) technology to the Philippines are
grave for the country they stunt the development of a genuine
steel industry and significantly contribute to air pollution.

It is a well-known fact that smog blanketed Beijing during the
2008 Summer Olympics mainly because of polluting factories
that include obsolete IF facilities. China until 2017 had over 600
induction furnace producers manufacturing substandard quality
steel products. The factories had a combined capacity of around
120 million tons, although their total output in 2016 amounted
to just 30 to 50 million tons.

China finally banned steel plants using the IF technology in 2017,
resulting in cleaner air in the northern Asian country. That
decision mothballed around 120 million metric tons of
production capacity. Unfortunately, China’s dirty junk is finding
its way into the Philippines, Indonesia, Malaysia and Thailand.

The ASEAN Iron & Steel Council has expressed alarm over the
unwanted transfer of technology.

“Our main concern arising from the above development is that
ASEAN is becoming a dumping ground for these obsolete and
outdated machinery and equipment, which, because of their
inherent technology limitations and constraints, could adversely
impact the orderly development of the iron and steel industry in
the region,” says the council.

The induction furnaces, according to the council, “produce sub-
standard quality steel products and are environmentally
unfriendly as they emit uncontrolled harmful gases and
particulates and consume higher electrical energy than electric
arc furnace.”

The increasing shipments of IF plants to the Philippines are
disturbing. The country now has 13 IF plants from just five in
2015, or from just 200,000 MT of production capacity to over a
million MT now. Thus, instead of having a state-of-the-art steel
industry, the Philippines now have plants using obsolete and
highly polluting technology. That means a lot of smog.

More alarming is the fact that IF produces steel products of
inconsistent quality that explains the proliferation of
substandard steel across the Philippines.

Test-buys from hardware stores by the private sector and
examinations by a government laboratory have shown that rebars
and angle bars in the country do not comply with product
standards. These are apart from unmarked and unregistered
products, possibly because of smuggling and the output of IF
plants.

Official records have named errant IF companies like Real Steel,
Philippine Koktai Metal, Metrodragon, among others, as the
alleged source of substandard products.

Lax permitting rules

How China’s IF technology ends up in the Philippines is
interesting. It all starts in the permitting process where some
lawyers found a loophole in the rules. IF companies apply with
local government units for permits by under-claiming their
production capacity at just 30,000 MT per year. A higher capacity
will require the attention of the head office of the Department of
Environment and Natural Resources, where vetting is stricter.

The loose rules have clearly resulted in the exponential rise of
dirty steel facilities in the Philippines and the underdevelopment
of the local industry. Modern steel plants are actually sprouting
all over the country but these efforts could be sabotaged by the
flood of IF into the country.

Authorities should be reminded about the spotty compliance
monitoring in Boracay Island, which virtually turned into a
cesspool because of the inept administration of the local
government unit. The local steel industry is heading in the same
direction unless the national government takes over the
permitting process for IF.

The ASEAN Iron & Steel Council has noted that IF plants have no
process of removing the harmful elements in the liquid steel,
resulting in inconsistent quality of steel products produced. This,
in turn, is a safety hazard since these steel products are used in
construction of buildings and infrastructures.

“The operation of these induction furnaces also harms their
workers and surrounding communities since they generally do
not have dust and emissions collecting equipment. Harmful gases
and dusts generated during the scrap melting are just allowed to
be emitted directly to the environment,” the council said.

The Philippines has a disaster waiting to happen if authorities

do not act fast.
Manila Standard, December 4, 2020

Philippine steel industry battles against substandard steel

The Philippine steel industry has intensified its campaign against
the production and usage of substandard steel in the country.
There are plans to seek the closure of induction furnace mills in
the country which are violating environmental and product
standards regulations, PISI president, Ronald Magsajo, told
Kallanish.

With regards to product standards, PISI is working with
government-agency, the Department of Trade & Industry (DTI) in
market-monitoring and product standards enforcement.
Substandard rebar and angle bar products as well as unmarked
and unregistered bar products have been flooding the market.
Over the past months, several samples when tested failed to
meet product standards in terms of weight and size. Steel products
with unregistered marks or unmarked were also found.

SEAISI Newsletter, December 2020



“The pandemic has made people price-sensitive and some
unscrupulous manufacturers have been taking advantage of this.
So PISI and the DTl have to step in to protect the public,” Magsajo
was quoted as saying in the local press.

While some of these products are smuggled into the country, PISI
believed that others are being made locally. Four years ago, there
were only about five induction furnace mills in the country with
a capacity of 200,000 t/y, he notes. This has since risen to 13
mills with a capacity of 1m t/t after China banned mills using
induction furnaces in 2017.

“PISI is advocating for policy reforms in the Department of
Environment & Natural Resources in the Environmental
Compliance Certificate requirements of induction furnace mill
projects and the monitoring of environmental laws compliance
of induction furnace plants that are already operational,” he
said.

The country’s imports of induction furnace billet, priced $10-1%
t cheaper than EAF and blast furnace billet, are also a concern.
Impurities of phosphorus and sulphur cannot be removed in the
molten metal produced in induction furnaces and are
“detrimental to product quality.” He added: “We have monitored
several complaints from re-rollers using IF billets regarding
cracks in the rolled steel bar”
Kallanish, December 21, 2020

TAIWAN

Taiwan CSC orders Nippon coke dry guenching system

Nippon Steel Engineering (NSE), a subsidiary of Japanese steel
producer Nippon Steel, says it has received an order for a coke
dry quenching (CDQ) project from Taiwan’s China Steel
Corporation (CSC).

This CDQ project will replace the old coke oven with a new one at
CSC’s Kaohsiung steel mill, Kallanish notes. The coke cooling
capacity of the CDQ is the largest in the world at 260 tonnes/
hour, and is unique to the NSE Group, which has supplied four
such units in the past, the Japanese technology supplier says on
its website.

In comparison with wet quenching (water sprinkling), CDQ
improves environmental performance by reducing the generation
of dust when cooling the coke. Moreover, the recovered hot gases
can be utilised to generate electricity, which also contributes to
energy saving and reduction of CO2 emissions. The NSE Group
has now received orders for a total of 140 CDQ units over the
world, including Japan, China, South Korea, and India.
Kallanish, December 2, 2020

THAILAND

Analysis: Thailand’s steel sector under pressure as economy slows

Thailand’s steel sector is showing signs of slowing down in line
with the country’s weakening economy, with exports, production
and domestic consumption all posting declines in latest data.

SEAISI Newsletter, December 2020

The country’s production of finished steel fell down 18.7% year
on year over January-September to 5.74 million mt, Iron and
Steel Institute of Thailand data showed.

Exports of finished steel fell 15.3% over the same period to 1.11
million mt, the institute’s data showed.

Exports comprise around two-thirds of Thailand’s gross domestic
product, and in its latest data for the third quarter, the National
Economic and Social Development Council said it saw drops in
major products such as “refined fuels, passenger cars and pick-
up trucks, chemicals and petrochemicals.”

Thailand’s GDP rose 2.4% in Q3, edging up from 2.3% in Q2 — the
lowest since Q3 2018 — council data showed, but prompting a
downgrading of its full year 2019 forecast to 2.6% from 2.7%-
3.2% earlier.

Amid this, Thailand’s consumption of finished steel fell 5.1%
year on year to 14.01 million mt over January-September. Notably,
consumption of long finished steel fell 9.5% over the same period
t0 5.22 million mt, which can be attributed to weakening demand
for steel bar and structural steel used in construction.

The Thai construction sector grew 2.8% on year in Q3, slowing
from 3.5% growth in Q2 and 4.6% in Q3 2018.

In line with the slowing economic growth, the Federation of Thai
Industries or FTI has revised down its projection for the country’s
vehicle production in 2019 to 2 million units from 2.15 million
units earlier, citing both lower domestic sales and exports.

For vehicle exports, the FTI cut its full-year outlook to 1 million
units from 1.1 million units.

“The US-China trade war is the main factor lowering the country’s
exports, while overall economic sentiment pulled down GDP
growth,” Mazda Sales Thailand president Chanchai
Trakarnudomsuk said.

FTI data showed vehicle production fell 2% year on year over
January-September to 1.57 million units, while exports fell 4.4%
to 821,101 units.

Commenting on the slowdown, the Bank of Thailand’s monetary
policy committee said in a Q4 outlook: “The Thai economy would
face higher risks in the following period, especially external risks
from trade tensions, the economic outlook of China and advanced
economies that could affect domestic demand, as well as
geopolitical risks.”

“In the short term, we are ready to use monetary policy if needed.

We are ready to act if growth fails to meet our expectations,” the

bank’s governor, Veerathai Santiprabhob,said November 23.
Platts, November 30, 2020

VIETNAM

Hoa Phat posts surging imports from Australia

The Hoa Phat Group has reported some US$700 million worth of
imports from Australia this year, more than double the figure



from last year and making the industrial manufacturer the largest
Vietnamese client of the country.

More than half of the total import value, or $364 million, came
from coal, compared to just US$115 million in 2019.

The group’s purchases of iron ore leapt a whopping 19-times to
$123 million in the first eleven months of the year.

Hoa Phat bought more coal and iron ore this year to serve
production at its iron and steel integrated complexes in the
northern province of Hai Dudng and the central province of Quang
Ngai’s Dung Quat Economic Zone.

Meanwhile, it annually purchases hundreds of thousands of cows
from Australia, with its herd now accounting for 50 per cent of
all Australian-imported cows in Viet Nam.

With such soaring import numbers, Hoa Phat is estimated to
account for 17 per cent of Australia’s total export value to Vi t
Nam, compared to 7.4 per cent in 2018 and 7.6 per cent in 2019.

It is expected to outlay over $1 billion on goods from Australia

next year, an annual increase of 40 per cent.
Vietnam News, December 16, 2020

INDIA

India extends CR stainless flats anti-dumping duties

India has extended anti-dumping duties on some cold rolled
stainless flat products from China, Korea, the EU, South Africa,
Taiwan, Thailand and the US, but only until end-January 2021.

This follows a sunset review initiated in September at the request
of Jindal Stainless, Jindal Stainless (Hisar) and Jindal Stainless
Steelway (see Kallanish passim).

The products in question fall under HS codes 7219.31, 7219.32,
7219.33, 7219.34, 7219.35 and 7219.90. India imposed in 2010
and then amended in December 2015 to 4.58-57.39% AD duties
on 600-1,250mm wide and up to 4mm thick stainless CR flats
from these countries. These duties were widened in 2017 to include
product over 1,250mm wide after it was found the same product
but in widths exceeding 1,250mm was circumventing the duties.
Kallanish, December 8, 2020

Steel capacity utilisation levels set to drop further to 74-75% in
Fy21

Increase in the number of secondary steel units, despite
production of the alloy remaining stagnant, is leading to lower
capacity utilisation in the domestic steel industry. This is despite
the long-term steel demand scenario remaining positive.

Capacity utilisation in the domestic steel industry has declined
to 77 per cent in FY20 from 88 per cent in FY11. The utilisation
levels have been gradually sliding and, in fact, are expected to
decline further to 74-75 per cent in the current fiscal year.

“The secondary producers are playing spoilsport since they shut
their small-sized units if their input cost goes up or demand
comes down. Units with induction furnaces have that flexibility.
However, this causes a drop in utilisations of the industry,” Sushim
Banerjee, director-general, Institute for Steel Development &
Growth told Business Standard.

Fitch Ratings expects steel demand to fall by around 10 per cent
in FY21. Steel’s exposure to real estate is lower than cement, with
sectors other than construction and infrastructure accounting
for around 40 per cent of the overall demand, it said in its recent
report.

“Moderation in demand growth along with steady capacity
additions to the tune of 60-65 million tonnes over the last decade
(2010-2020) led to a gradual fall in utilisation levels in the sector.
Operating levels are expected to fall to 74-75 per cent in the
current fiscal. This is just above the historic lows seen in FY16,”
said Isha Chaudhary, director at CRISIL Research.

Capacity for domestic crude steel production expanded from
109.85 million tonnes in 2014-15 to 142.24 million tonnes in
2018-19, acompound annual growth rate (CAGR) of 6.8 per cent
during this five-year period, according to the ministry of steel
website.

According to Joint Plant Committee data, finished steel
production in FY20 stood at 102 million tonnes, up 0.8 per cent
from the previous year. Consumption in the period under review
stood at 100.06 million tonnes, up 1.4 per cent from the
corresponding period last year.

“InFY20, of the 77 per cent industry utilisation, large steel players
have maintained 100 per cent capacity utilisation levels while
the small secondary steel producers’ segment has shown 50-60
per cent,” added Banerjee.

The secondary steel producers make up nearly 47 per cent of the
total domestic steel industry and hence play a crucial role in
maintaining capacity utilisation level along with supply and
pricing scenario.

Tata Steel, JSW Steel, Jindal Steel & Power and AM/NS India are
among the large organised private producers of steel in the
country along with state-owned Steel Authority of India and
Rashtriya Ispat Nigam.

Unavailability of raw material such as thermal coal, iron ore
and increased power rates led to the small players shutting units
from time to time, creating ripples in the market, said industry
experts.

“Despite the steep government targets, only 20-22 million tonnes
of capacity is expected to be added in the next five years. With
demand growth picking up from the next fiscal, operating rates
are expected to rise above 80 per cent over the next five years.
Further, majority of the new additions are by large players who
are already operating at significantly higher levels. These players
would continue to operate at healthy levels by exporting any
excess production during weak demand scenarios, as witnessed
in current fiscal, said Chaudhary.
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Though the secondary steel producers contribute sizeably
towards total annual steel production, the quality of the product
is not in line with steel produced via blast furnace. Due to this,
these producers cater to a market, which is not quality conscious
but price sensitive.

Business Standard, December 10, 2020

Steel firms say they are bullish on demand

The coronavirus pandemic pulled down the steel industry
tailspin, but it quickly bounced back with a pick-up in domestic
demand.

The initial months were, however, about strategising and
surviving the demand destruction during the lockdown months.
“We found out the right locations and the right products for
exports, to remain in the game. So, we exported pellets and steel
during this time because there was total demand destruction in
the first couple of months. But whatever we did, it paid off,” said
AMNS India chief executive officer, Dilip Oommen on Thursday.

“By middle of May we were at 100 per cent capacity utilization in
all our assets,” said Oommen at the Bengal Chamber of Commerce
& Industry’s virtual conclave Minerals, Mining and Metals.

Pankaj Malhan, CEO of Vedanta Electrosteel, said he hoped that
the full capacity utilization levels would be sustained. “In terms
of product portfolio, we are back to pre-Covid period.”

Vedanta Electrosteel had realigned its product portfolio to
demand levels and customer preferences when the lockdown
happened.

The industry relied heavily on exports during the initial months
of lockdown as domestic industries were mostly shut. The
recovery since then has been sharp.

Soma Mondal, director commercial, Steel Authority of India
Limited (SAIL), said, “Restoration of activities have taken place.
In steel, we have seen a V-shaped recovery.” The demand surge,
however, has led to a surge in prices that have now gone past
peak levels of 2018.

In response to a question on increasing prices, Mondal explained
that domestic prices were impacted by international prices
besides the forces of demand and supply. “There is an increase
in demand in the international market. Iron ore prices are at
around $150 a tonne, which has an impact on global prices.
Indian prices cannot be insulated from that,” she said.

Mondal also pointed out that because of the perked-up demand
in the domestic market, steel companies had reduced exports
substantially.

The industry expects the strong demand to continue for the next
few quarters. SAIL chairman, Anil Chaudhary, said, “Most
companies in the first quarter posted losses; SAIL recorded a
loss in the first quarter, but had a profit in Q2. The third quarter
will also be good, given the good market conditions.”

“This year will be better than the last financial year for most
players in the steel industry,” he added.
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Prices of long products — used mostly by the infrastructure and
construction — started moving up with the pick-up in activities.

The mood in the steel industry is upbeat so far as demand growth
in India is concerned. Mondal said, so far as growth goes, India
has real promise. The per capita consumption of steel in India is
low, which leaves room for growth. In India, it stands at around
78 kg compared to a global average of 225 kg.

“We are quite bullish on the future of the steel industry in India.
While we are expanding our pellet capacity to 20 million tonnes,
we want to double the production at Hazira in the first stage and
then we will look for brownfield and greenfield opportunities,”
said Oommen.

Business Standard, December 14, 2020

CHINA

Baowu on steel capacity concentration in Northwest China

China Baowu Steel Group (Baowu), China’s and also the world’s
top steel producer in capacity, has been taking no break in its
expansion in capacity and inner strength enhancement at the
same time, with the latest move to solidify its footing in Northwest
China via acquiring existing steel mill and iron ore mines,
Mysteel Global noted.

On November 25 Baowu, via its subsidiary in Northwest China’s
Xinjiang, Xinjiang Tianshan Iron & Steel (Tianshan Steel), took
over about 77% stake in Yili Iron and Steel Group (Yili Steel) at
Yuan 1.45 billion ($2.2 million) from the latter’s 31 individual
shareholders, shortly after its acquisition of the full ownership
of Xinxing Ductile Iron Pipes Xinjiang Co (Xinxing Ductile) at a
price of Yuan 2.2 billion on November 19, according to the related
official statements.

Tianshan Steel is the joint venture between Baowu and its two
other subsidiaries including Bayi Steel, set up in April, serving
as a steel asset acquisition and management arm of Baowu in
consolidating the blast-furnace steel capacities in Xinjiang,
Xinjiang Bayi Iron & Steel (Bayi Steel), Baowu’s other Shanghai-
listed arm, explained in a notice on November 24.

Bayi Steel is holding a 20% stake in Yili Steel.

Tianshan Steel targets to accomplish the mission in three years
relying on the market forces and economic means, thus enabling
Bayi Steel to raise its steel capacity utilization, optimize resource
distribution, reduce logistics costs and unnecessary pricing
competition among local producers, and to safeguard Bayi Steel’s
local market share, Bayi Steel elaborated.

In five years, Tianshan Steel and Bayi Steel will resort to various
means such as consolidation and asset swaps to eliminate their
internal competition in steel operations.

The Xinjiang authorities approved a series of new steel projects
around 2007-2008, which led to serious overcapacity in steel
due to the limited demand from the local market or in general in
Northwest China due to the comparatively backward regional
economy, while steel sales to other regions is lacking pricing



competitiveness when the logistics costs are added, Mysteel
Global understands.

“Tianshan Steel has taken on the responsibility of efficiently
dissolving the excess steel capacity in Xinjiang, nurturing a fair
and orderly local steel market, and it has been progressing
according to the plan in consolidating the steel mills in Xinjiang,”
Bayi Steel stated in another release on November 25.

Bayi Iron & Steel became Baowu’s subsidiary in 2007, boasting
about 10 million tonnes/year of steel capacity, and Xinxing
Ductile is the one of the two manufacturers of earthquake-
resistance and high-strength reinforcement bars in the Xinjiang
area, accounting for a 30% steel market share in Xinjiang,
according to the companies.

Yili Group is with about 2.2 million t/y molten iron capacity, is
an integrated mill with its own iron ore mining operation,
according to the company’s website.

“Baowu’s all-out integration of steel enterprises in Xinjiang is
fast and unique, mainly because of the autonomous region’s
geographical location, as its local steel market is rather
independent and exclusive,” Xu Xiangchun, Mysteel’s senior
analyst from Beijing office, commented.

“Most of steel mills in Xinjiang are small in scale, making the
whole integration easy to fulfil, and Bayi Steel, the largest steel
mill in the region, is no doubt the ideal producer to take all the
others in,” he elaborated, adding, “in other parts of China, such
a blanket takeover is unlikely to realize.”

Baowu’s latest action in Xinjiang is almost in parallel with its
internal strength enhancement, as on November 20 Baowu
renamed Shaoguan Iron & Steel Co, one of its subsidiaries in
South China’s Guangdong province, as Central South China Iron
& Steel Co (literal translation) or Zhongnan (in pinyin) Steel,
which is meant to consolidate the group’s steel assets
management in different regions of China for higher efficiency,
as reported.

As of November, Baowu already boasts a combined steelmaking
capacity at 110 million t/y, as Mysteel Global calculates, based
on the available data, achieving the capacity target at 100 million
t/y one year in advance, but it seems that Baowu’s domestic
mergers and acquisitions in China’s steel industry will proceed
for efficiency and competitiveness in the long run.

Mysteel Global, November 30, 2020

China’s manufacturing sector grows at fastest rate in 10 years in
Nov, steel inventories tighten

China’s manufacturing sector grew at the fastest rate in a decade
in November, latest data showed Dec. 1, with companies reporting
difficulties in sourcing materials including steel — suggesting
rising steel prices have further to climb, though this may be
limited as manufacturers note their margins were being squeezed.

China’s headline manufacturing purchasing managers’ index rose

to 54.9 points in November from 53.6 in October, according to
Chinese media company Caixin on Dec. 1.

10

This follows the release of the National Bureau of Statistics’ PMI
on Nov. 30 at a three-year high of 52.1 for November, up from
51.4 for October.

The Caixin PMI mostly tracks smaller and privately-owned
manufacturers, while the NBS PMI looks at larger, state-owned
entities.

In its report for November, Caixin said stronger new orders were
mainly coming from domestic customers, though export orders
also improved for the fourth consecutive month.

Sales and production hit decade highs in November as China’s
economy roared back from the impact of the coronavirus,
manufacturers noted.

As a result, they had to significantly step up their purchasing of
inputs and noted delivery times had lengthened due to low stocks
at suppliers. Metals prices were specifically mentioned as rising
quickly and companies were unable to pass on the full cost impact
to their customers, according to the Caixin report.

Steel inventories have been falling rapidly in China in recent
weeks due mainly to strong downstream demand. China Iron &
Steel Association data showed total stocks of major steel products
in 20 Chinese cities fell almost 13% in the space of 10 days to
8.75 million mt on Nov. 20.

Demand from key downstream segments such as automotive,
white goods and appliances, and machinery have all improved
as China’s economy has recovered.

This has supported prices of hot-rolled coil — the major steel
product used in manufacturing — which reached Yuan 4,225/mt
($642/mt) Nov.30, up from Yuan 3,980/mt at the start of the month,
S&P Global Platts data shows.

HRC margins averaged $30/mt in October before surging to

$62.04/mt on Nov. 30, according to Platts data.
Platts, December 2, 2020

China’s Jan-Nov steel exports down 18%, imports up 74%

China exported a total of 48.8 million tonnes of finished steel
over January-November, down 18.1% on year, while its finished
steel imports surged 74.3% on year to 18.9 million tonnes over
the same period, according to the latest statistics released by
the country’s General Administration of Customs on December 7.

The decline in China’s steel exports, however, narrowed from the
19.3% on-year drop over January-October, mainly due to higher
steel exports in November, as the global demand has been
recovering and the narrowing gap between China’s domestic and
export prices of steel products in September, as the November
deliveries were mainly booked two months before, Mysteel Global
understands.

In November, China’s finished steel exports approximated 4.4

million tonnes, up 9% on month but down 3.8% on year, according
to the available Customs data.
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On the other hand, China’s steel imports fell 4% on month in
November to about 1.85 million tonnes in November, or the second
consecutive month with on-month decline from the record high
of nearly 2.9 million tonnes in September, according to the
publicly-available Customs data, but it was still up 81.2% on
year, and the on-year gain in the country’s steel imports in the
first eleven months, was still higher than the 73.9% rise over
January-October, Mysteel Global noted.

Global steel market has shown signs of slow but consistent
recovery in both demand and supply in September even though
the second or third wave of the COVID-19 outbreak hit many
countries out of China in November, as the overseas economies
have been striving to return to the normal tracks after a few
months of partial or complete lockdowns over late February-
August, Mysteel Global noted.

In September, major steel mills in the countries such as Vietnam,
Japan, India and those in Europe have been gradually lifting
their output and prices, enabling Chinese steel producers to raise
their export offering prices in tandem and to narrow the gap
against the domestic prices, Mysteel’s tracking showed.

On September 11, Formosa Ha Tinh (FHS), Vietnam’s largest
integrated steel mill, for example, increased its HRC offering
prices by $45-50/t on month to $545-550/t (non-skin pass) and
$550-555/t (skin pass) CIF for both domestic and overseas sales
for November 20 deliveries, or the fourth price increment since
June, as Mysteel Global reported.

China’s SS400 4.75mm HRC, therefore, went up by $21/t on month
accordingly to $521/t FOB Tianjin port, North China, according
to Mysteel’s assessments.

Mysteel Global, December 8, 2020

China’s steel imports report steep Jan.-Oct. rise

China’s steel imports registered rapid growth in the first 10
months of the year, while the decline in exports narrowed,
according to the Ministry of Industry and Information Technology
(MIIT).

The country’s steel imports surged 73.9 percent year on year to
over 17 million tonnes in the Jan.-Oct. period. The growth was up
1.7 percentage points from the first three quarters, MIIT data
showed.

Around 44.43 million tonnes of steel was exported in the first ten
months, down 19.3 percent year on year, narrowing the decline
by 0.3 percentage points from the first three quarters.

In October, the country’s steel imports registered an 87.6-percent
growth to 1.93 million tonnes, while exports reached around
4.04 million tonnes, down 15.5 percent year on year.

Amid solid efforts to bolster the economy, the country’s major
steel firms saw sales revenue grow 7.2 percent year on year to
3.8 trillion yuan (about 580 billion U.S. dollars) in the first 10
months.

Xinhua, December 8, 2020
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China’s steel industry calls for government to intervene on prices

China’s steel industry has called on the government to intervene
in the iron ore market, pointing to the “failed” market pricing.

In a statement from the China Iron & Steel Association reported
by the South China Morning Post, the industry body asked for
two of the country’s regulators to look at the cause of the price
rises, which ended last week at seven-year highs.

“The iron ore market pricing mechanism has failed and steel
companies unanimously call on the State Administration for
Market Supervision and the China Securities Regulatory
Commission to take effective measures ... and crack down on
possible violations of regulations,” CISA is reported to have said.

BHP is also reported to have met with CISA on Thursday to discuss
the industry group’s concerns about pricing, which CISA said
included a “candid exchange of views”.

The price of iron ore climbed $US3.55 to $US160.13 per tonne at
the end of last week, according to Metal Bulletin, leaving the
steel-making ingredient higher than it’s been in more than seven
years.

Investors and exporters remain on edge as the breadth of
economic penalties on Australian goods sold into China expands
amid political tensions between the two countries.

But iron ore is viewed as impervious to the intergovernmental
fracas because of the lack of alternative sources of supply.

And with the outlook for supply from China’s second-largest
source, South America, sliding after Brazil’s Vale lowered its
production estimates, prices have continued to rise off the back
of demand from China.

“Year to November Chinese imports of iron ore are 1.073 billion
tonnes -about 100 million tonnes more than the average over the
same period in 2019 and 2018,” Westpac’s Robert Rennie said.

“Simple supply and demand mechanics would tell you that if the
demand for a commodity from China has risen by 100mt, while
supply from the key providers is unchanged, price simply has to
rise. And rise it certainly has.”

Financial Review, December 15, 2020

China’s November auto sales, output at 2020 highs

Chinese vehicle sales and production rose for an eighth straight
month to hit 2020 highs in November on sustained growth
supported by government policies.

The higher sales in November gave China its seventh consecutive
month of growth above 10pc, according to China association of
automobile manufacturers (CAAM) data.

January-November sales further narrowed falls from the year-
to-date decline of 4.7pc in October, 6.9pc in September and 9.7pc
in August. January-November vehicle production also narrowed
its falls from 4.6pc through to October.
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China’s auto sector accounts for less than 10pc of its total steel
demand, especially for hot-rolled coil (HRC), and around a third
of global auto sales.

Shanghai HRC ex-warehouse prices increased by 280 yuan/t
($43/1) to Yn4,230/t on 30 November from Yn3,950/t on 30
October, in line with the rapid recovery of the auto industry. Auto
steel demand has helped lift cold-rolled coil prices to the highest
premium to HRC since 2017.

China’s auto exports set an all-time high of 122,000 vehicles in
November, up by 11.6pc on the previous month and up by 46.7pc
from a year earlier. January-November exports reached 850,000
units, down by 7.3pc.

China’s vehicle demand will be sustained in the coming months
with China’s economy maintaining steady growth and domestic
stimulus policies promoting sales of electric and traditional
vehicles. But vehicle production is likely to slow in next year’s
first quarter as some auto manufacturers face a shortage of
semiconductor chips, CAAM said.

China car sales, output (000s)

Nov ‘20 Nov'1l9 y-0-y+% Jan-Nov y-0-y+x%
2020

Tomlvehicle 5770 2460 4126 22470 29
sales
Total vehicle 547 5 508 196 22372 30
production
Passenger 2297 2058  +116 17,793 76
car sales
Passenger
car 2,329 2,167 +7.5 17,651 -8.1
production
Source: CAAM

Argus, December 15, 2020

CISA: Member mills’ early Dec daily output rises 4.6%

Daily crude steel output among the member mills of the China
Iron & Steel Association (CISA) increased over December 1-10 to
an average of 2.2 million tonnes/day, up by 4.6% from that for
the prior ten days and reversing the continuous decline since
late October, according to the association’s latest data released
on December 15.

Behind the growth in production among China’s medium- and
large-sized steel mills was stepped-up output from electric arc
furnace-based steelmakers, as the EAF-mills in East and South
China are still earning handsome profits of around Yuan 200/
tonne ($30.6/t), Mysteel Global noted.
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The capacity utilization rate among the 71 independent EAF
steelmakers across the country tracked by Mysteel has increased
for five successive weeks by a total of 4.26 percentage points to
reach 61.35% as of December 10, according to Mysteel’s weekly
survey.

More generally, average daily steel output among the CISA member
steel mills in early December was 12% higher on year, mainly as
the restrictions on steelmakers’ operations this year to control
pollution are not proving as tight as last year’s, and most mills
are eager to maintain scheduled production to the largest extent
possible as they have been making moderate profits.

For November, the profit margin for rebar earned by the 91 blast
furnace-based mills Mysteel monitors averaged Yuan 147/t, up
by a huge Yuan 128/t on month, while that for hot-rolled coils
improved by an even larger Yuan 204/t to average Yuan 250/t, as
reported.

Perhaps not surprisingly, the higher production saw finished
steel stocks held by CISA’'s member mills increase over December
1-10, with the tonnage gaining 1.3 million tonnes or 11.5% from
ten days earlier to 12.7 million tonnes, or 13.1% higher on year,
according to CISA.

CISA estimated that based on its member mills’ data, the country’s
total daily crude steel output over December 1-10 would inch up
0.8% from that over November 21-30 to 2.91 million t/d, a jump
of 10.3% on year.

Over early December, the national price of HRB 400 20mm dia
rebar remained generally stable, losing a mere Yuan 4/t from
November 30 to reach Yuan 4,09%t including the 13% VAT as of
December 10, according to Mysteel’s data.

Mysteel Global, December 17,2020

China issues revised steel ‘capacity swap’ guidance draft

On December 16 China’s Ministry of Industry and Information
Technology (MIIT) released a draft version of the “capacity swap”
scheme for the domestic steel industry, listing the detailed
guidelines to adhere to for the installation of all the new domestic
iron- and steelmaking capacities, and this long-awaited
document has been viewed by market insiders as the new code of
conduct to shape the country’s steel industry in the future.

The term “capacity swap” refers to the removal of old or inefficient
iron- or steelmaking capacities by steelmakers and the
installation of new facilities of similar capacity, a crucial
measure in the central government’s strategy to rein-in the
country’s bloated steel industry. Beijing is also eager that benefits
to the industry’s structure achieved by the removal of over 150
million tonnes/year of excessive iron and steel capacity over
2016-2018 and 140 million t/y of substandard induction furnace
capacity in 2017 are safeguarded, Mysteel Global notes.

Once ratified, this new guideline will replace that in force since
the beginning of 2018 but suspended January. That was when
MIIT decided adjustments were needed after irregularities and
transgressions were found in completed or ongoing capacity-
swap projects, as Mysteel Global reported. The ministry also
hoped that reformulating the key provisions of the guide would
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help to slim down the industry further while promoting
environmentally-friendly steel production and industry
integration through mergers and acquisitions.

The ministry will accept public feedback regarding its draft until
January 18, 2021, according to MIIT’s Wednesday release.

Though not unexpected, significant changes have been made in
this new guideline, Mysteel Global noted. The capacity swap
ratio for areas that are susceptible to atmospheric pollution is
raised to 1.5:1 from 1.25:1 in the existing guide, meaning that for
a mill to build a 1 million t/y converter, it must eliminate
steelmaking capacity of over 1.5 million t/y. The ratio for other
areas is also raised to 1.25:1 from 1:1.

Addressing an industry conference in July, Lv Guixin, a senior
MIIT official, had given a strong signal that the ratios would be
increased to further reduce China’s total steel capacity, as Mysteel
Global reported.

Yet, to enhance industry concentration MIIT had stated that so
long as the capacity is acquired through mergers and
acquisitions, the swap ratio for new capacity will be 1.25:1 in
environmentally sensitive areas, and 1.1:1 in other areas.

Meanwhile, the guideline encourages Chinese mills to switch
from blast furnace-based steelmaking to more eco-friendly steel
production employing technologies such as electric arc furnace,
Corex, Finex and Hismelt-based steelmaking, saying that for such
projects, the ratio will be 1:1, namely, “equivalent swap”.

The “equivalent swap” principle also applied to projects that
use RKEF+AOD to produce stainless steel, according to the draft.

As indicated by Lv in July, the new guide adds the Fenwei Plains
spanning North, Northwest and Central China to those areas it
regards as environmentally-sensitive, to synchronize the
definition in the country’s campaign against atmospheric
pollution. Therefore, the environmentally-sensitive areas for
steelmakers now include “2+26 cities” in and around North
China’s Beijing-Tianjin-Hebei region, the Yangtze River Delta,
Pearl River Delta and the Fenwei Plains, according to the guideline.
Mysteel Global, December 18, 2020

WORLD

Yeoh Wee Jin: Turkish producers should analyze ASEAN’s needs
better

Speaking at the 15t SteelOrhis “New Horizons in Steel Markets”
annual conference being held virtually on December 1-2 due to
the Covid-19 pandemic, Yeoh Wee-Jin, secretary general of the
South East Asia Iron and Steel Institute (SEAISI), shared information
regarding ASEAN countries’ economies, steel consumption
behavior, and how the pandemic has affected this region.
Accordingly, steel consumption in the ASEAN region decreased
during the first half of the year due to the pandemic, with long
steel consumption by falling 9.8 percent and flat steel
consumption down 14.5 percent year on year.

Mr. Yeoh stated that long steel consumption is usually catered to
by domestic production, while flat steel consumption is more
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reliant on imports. He pointed out that Turkish steel producers
should analyze the opportunities in the ASEAN market better,
adding that sales from Turkey are usually for products which are
also found domestically. He stressed that China is determining
its sales strategy according to the needs of customers and said
that Turkey should also pay attention to this issue in order to be
more active in this region. The SEAISI official said that in the
January-September period this year Turkey mostly exported rebar,
wire rod and small tonnages of hot rolled coil to the ASEAN region.

Commenting on new capacities due to come online, Mr. Yeoh
said that the current steel capacity of 89.5 million mt in the
ASEAN region will incrase to 157.2 million mt, while demand
only increases by five percent each year. He added that
overcapacity will hamper steelmakers’ profitability.

For the coming year, SEAISI expects a 4.5-7 percent economic
contraction in all ASEAN countries except for Vietnam, while in
2022 all countries are likely to see a recovery. Regarding steel
consumption in the region, for the whole 2020 the expectation
for 73.3.-75.3 million mt, down 6.2-8.7 per cent year on year,
while there are no predictions for 2021 because of the
uncertainties in the market.
Steel Orbis, December 2, 2020

Construction, renewable energy buyers join steel producers to
push zero carbon steel

A global shift to net-zero carbon steel requires a 10-30 year
phased approach that starts with driving demand through policy
and aligning costs against traditionally produced steel, rather
than expecting consumers to pay significantly more for green
production, according to industry experts speaking Dec. 1.

The officials spoke during a webinar hosted by international
non-profit the Climate Group, which the same day announced a
new global initiative — SteelZero —in partnership with
ResponsibleSteel and supported by eight major steel-buying
companies aimed at driving market demand for net-zero steel.

Currently, steelmaking is one of the biggest emitters of CO2
globally, with the $2 trillion sector’s total greenhouse gas
emissions accounting for 7%-9% of global direct emissions from
the use of fossil fuels, according to Climate Group.

The steel consumers signing on to SteelZero have made a public
commitment to transition to procuring, specifying or stocking
100% net-zero steel by 2050. The companies include: UK steel
construction company BHC, UK constructional steelwork
company Bourne Group, international property developer
Grosvenor Britain & Ireland, multinational construction
company Lendlease, global consultancy and construction firm
Mace Group, renewable energy company Orsted and engineering
services group WSP UK.

“Targeting net-zero steel from the demand-side of the supply chain
makes this initiative the first of its kind, with the potential for it
to have significant impact on investment, policy, manufacturing
and production in the sector,” Climate Group said in a news
release announcing the initiative.
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The webinar speakers — which included officials from
ArcelorMittal, Orsted, Lendlease and environmental consultancy
Environmental Resources Management — agreed the technology
exists to produce decarbonized steel, and that demand is
increasing, but said the movement needs support from regulatory
policy and green financing.

Eur50 billion for a steelmaker to go green

Moderator Peggy Hollinger of the Financial Times asked about
the estimated Eur50 billion cost for a steel company to “go entirely
green,” and whether society had to help pay.

Alan Knight, AM’s head of corporate responsibility and
sustainable development, conceded “those sorts of numbers we
do recognize,” and said green bonds and access to green
financing were key.

He suggested that while producers transitioned, government
policy needed to drive a higher price for blast-furnace produced
carbon steel to narrow the cost differential and ensure demand.

Knight said producers and consumers together needed to go to
policy makers and say: “‘You are asking us to take on all of the
risk; can you push the risk to those people who aren’t making
those investments. The more certain we are [of demand], the
more we can borrow.”

The process requires support from regulators, investment and
sustainable finance, and “will take time; it won’t take 10 years ...
It will be a journey of 25-30 years,” said Dirk Nuyens, ERM’s
senior partner and global account director, steel and mining.

The situation mirrors that of offshore wind energy in 2012, when
it was “one of the most expensive energies available,” said Jakob
Askou Bgss, Orsted’s senior vice president of corporate strategy
and stakeholder relations. Now, “it’s actually cheaper to buy
renewable versus fossil fuel energy,” he said. “There will be a
time when carbon neutral steel will be cheaper.”

He said the experience with wind energy was that getting there
required “significant innovation, significant market demand, and
a lot of policy.”

Fifty percent of Orsted’s procurement cost comes from steel, and
the company has set a target to make its supply chain carbon
free by 2040.

But he agreed with Lendlease’s Cate Harris, group head of
sustainability and the Lendlease Foundation, that steel
consumers are not about “to pay 50% more tomorrow,” since
they face competition as well.

Reusing carbon currently cheaper than hydrogen

Knight said since scrap-based steel production cannot meet
global demand, the traditional BOF production from iron had to
be made green in one of two ways: by recycling and storing carbon
or by using hydrogen.

“The routes that rely on circular carbon rather than hydrogen

are coming in at lower cost,” he said. So most steel companies
are looking into hybrid solutions, blending “carbon capture,
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weaving in hydrogen as it becomes more affordable, and
increasing recycling to reduce the footprint.”

Knight said hydrogen cost should reach a tipping point in 10-15
years to enable its competitive use in steelmaking, at which point
“demand should be there.”

Hydrogen in 10 years should be more affordable, but it’s also
about “creating demand and promoting it,” Nuyens said.

They agreed the transition was also linked to carbon taxation
and border adjustment, which is expected to increase with time.
Knight said Europe should put a tax on “carbon used in Europe,
not just made in Europe, to level the playing field” with imports.

Nuyens said some Chinese producers were “preparing themselves
a bit faster than some of the American and European ones,” and
that India was also moving rapidly.

Critically, they said the steel industry needs standards and
specifications that go beyond just the carbon specification, and
away to prove those are being adopted, “to know what we mean
by green steel,” Knight said.

Nuyens said these are being adopted and validated by
independent certified auditors — “a roll-out; it’s happening as we
speak.”

Platts, December 2, 2020

Thyssenkrupp works on ‘green hydrogen’ joint feasibility study

Essen-based energy company STEAG, Duisburg-based steel
producer thyssenkrupp Steel and Dortmund-based thyssenkrupp
Uhde Chlorine Engineers, specializing in electrolysis technology,
are working on a joint feasibility study. The study deals with the
construction of a water electrolysis plant at the STEAG site in
Duisburg-Walsum by thyssenkrupp Uhde Chlorine Engineers, the
structuring of energy supply and operation of the electrolysis
plant by STEAG and the supply of green hydrogen and oxygen to
thyssenkrupp Steel’s steel mill in the neighboring Duisburg district
of Bruckhausen.

“At its core, our climate transformation is based on the use of
hydrogen”, explains Dr. Arnd Kofler, chief technology officer at
thyssenkrupp Steel. “It is the key to using the great potential we
have in reducing CO2 emissions in the steel industry. It is
important to plan ahead. We must set the course for supply
today so that we can produce climate-neutral steel tomorrow. In
this context, the co-operation between three companies based in
the region is an important element. With this project, we will lay
the foundation of a hydrogen economy in North Rhine-
Westphalia. Moreover, this project offers investors the possibility
to directly invest in this growth market.”

STEAG site in Duisburg-Walsum offers numerous advantages

The immediate proximity of the sites allows optimum transport
connections to the steelworks: The project includes the
construction of two new pipelines to transport hydrogen and
oxygen from Walsum to the steel mill less than three kilometres
away. The connection to the extra high-voltage grid ensures the
supply of green electricity for the electrolysis; large-scale battery
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systems ensure grid stability. The approximately 15-hectare site
in Duisburg-Walsum offers the possibility to erect electrolysis
units with a total capacity of up to 500 MW. It also has a
connection to the existing natural gas network, which in the future
could be used for the transport of hydrogen.

But not only the physical proximity of the STEAG site is an
argument in favour of the Essen-based energy company. With
the ‘HydroHub’ in Volklingen-Fenne, Saarland, a project outline
included by the Federal Ministry of Economics in the group of
“Real-World Laboratories of the Energy Revolution”, STEAG has
already gained experience in the hydrogen economy.

“The joint project of thyssenkrupp and STEAG would send out a
strong signal for an important centre of the German industry:
Construction and operation of an electrolysis plant of this scale
would not only safeguard the steel and energy location in
Duisburg, but would make the city the centre of a thriving green
hydrogen economy in one go. This will have an impact beyond
Duisburg and the Ruhr region”, says STEAG’s managing director
Dr. Ralf Schiele. Duisburg would thus become a global beacon
project in the field of climate-neutral steel production. At the
same time, the project is an important part of STEAG’s strategic
reorientation, with the focus on developing the business with
energy solutions and on intensifying activities in the field of
renewables.

Water electrolysis technology by thyssenkrupp

The water electrolysis system, says thyssenkrupp, will be
installed by the company’s Uhde Chlorine Engineers’ Green
Hydrogen product division. It consists of pre-fabricated standard
modules. This modular system makes it easy to scale up a plant
to several hundred megawatts or gigawatts. This is why the
technology is particularly suitable even beyond green steel
production for an industrial-scale decarbonization on the path
towards sustainable value chains and CO2 reduction. This kind
of sector coupling enables new business models and a
sustainable circular economy, which is to be completely powered
by renewable energy sources in the future. Together with the
Business Unit Chemical and Process Technologies, thyssenkrupp
in Dortmund is able to supply the entire range of green chemicals,
from hydrogen to ammonia, methanol and synthetic natural gas,
thus contributing significantly to a climate-neutral industry.

Being the largest project of its kind, this project is a blueprint for
exporting know-how and high-tech applications from North
Rhine-Westphalia to the world. “We are excited to contribute
our 50 years of experience in the planning, construction and
operation of electrolysis plants to this project, said Sami
Pelkonen, CEO of thyssenkrupp’s Business Unit Chemical and
Process Technologies.

Attractive project for investors

According to thyssenkrupp, the project will be open to investors:
Aside from participating in the project development, investors
can acquire shares in the new operating company to be founded
and in doing so, they will finance — together with the project
partners — the development and construction of the water
electrolysis plant and the connection to the steel mill, while
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securing a stable cash flow due to the regular purchase of green
hydrogen and oxygen by thyssenkrupp Steel. The geographical
proximity to the customer makes the project largely independent
of third parties and facilitates its swift realization. Apart from
attracting investors, the project partners will also apply for public
funding granted within the scope of state aid for climate-neutral
technologies.

The project development is planned to start as soon as the

feasibility study delivers a positive result.
Steel Times International, December 7, 2020

Steel consumption reaches pre-pandemic levels

The pace of growth of steelmaking activities continues with an
upward trend, despite the prospects of an uneven recovery in
Latin American countries. In September, consumption totaled
5.025 million tons (Mt), an increase of 6.4% compared to August.
This recovery was mainly leveraged by Brazil, Mexico and Peru,
respectively. In the month, flat steel represented more than 85%
of the recovery in consumption, while long steel represented
17.5%. Steel consumption reached 14.245 Mt in the third quarter,
which represents an increase of 15.9% compared to the second
quarter. Thus, consumption reached the 2020 average (14.245
Mt) and a process of recovery from pre-Pandemic levels of Covid-
19 began (see graph 1). If the trend continues, there is a light at
the end of the tunnel for the steel industry.

In October, crude steel production was 4,974 Mt, an increase of
1.7% over the same month of 2019. In this period Blast Furnace
production grew 4.8% to 2,546 Mt compared to September, while
Electric Furnaces reached 2,512 Mt, a 10.2% recovery compared
to the previous month. Regarding rolled products, October’s
production was 4,438 Mt, an increase of 8.1% compared to
September and 2.6% in comparison to October 2019. The
production of seamless tubes had the highest growth (26%), in
second place were the plans, with an increase of 8.4%, and then
the long ones, with 7.3%.

Exports played an important role in the growth of production,
representing 14.6% of it in September, when the average of the
first eight months was 17.6%. This performance contributed to
the reduction of the trade deficit.

Imports represented 27.6% of consumption in September, below
the 34.6% identified as the average of the first eight months of
the year. However, the region’s excess production capacity
indicates that local production has a way ahead. These import
figures oblige us to be alert and identify the unfair trade.

“What we see continues to be a gradual reactivation of productive
capacity. However, the producers of the value chain preceding
steel, such as iron ore, coal and scrap, do not yet have the ideal
conditions for a resumption of production that will accompany
the steel industry in a positive way,” said Francisco Leal, General
Director of Alacero. “Local production is the path to a productive
reactivation and, therefore, it is expected that the support of
governments will improve conditions so that the entire value
chain can recover its normal levels of activity,” he added.
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SPECIAL FEATURE

Today’s world scenario is undermined by global uncertainties
risk, from the unprecedented COVID pandemic, geopolitical
tension to impending issues of over-investment particularly in
developing economies. Major concerns in the steel industry are
also coming from pressing issues such as growing protectionism
and escalating tension over trade war as well as the effects of
the China global supply reform. Such a scenario is going through
a period of heighten uncertainty alongside with mounting
concerns on issues moving into unchartered territory, that laying
ahead of it, lies significant risks, but also opens to some new
opportunities.

The challenges and opportunities from the global uncertainty
posed to the ASEAN steel industry has been addressed in the
recent SEAISI e-Forum held virtually on 24 — 27 Nov 2020 by the
Secretary General, Mr. Yeoh Wee Jin. Traditionally, steel demand
in the ASEAN region has been in the construction sectors followed
by automotive and shipbuilding sector.

In 2019 ASEAN steel demand was about 80 million MT, with
Vietnam, Thailand and Indonesia standing at the top 3 steel
consuming country. However due to the COVID pandemic, the
ASEAN total consumption of steel, long and flat products, in the
1t half 2020 declined by 12.3% compared to the same period a
year ago. ASEAN countries import has also declined in 1% half
2020, except for Singapore, sustaining imports as a trading hub
for the region. But not all are bad during this difficult time as
most ASEAN steel producers have taken steps to re-strategize
their businesses by seeking new trade opportunities, exporting
steel products notably to countries which had controlled the
pandemic and restarted their economy much earlier like China.
Total steel export from ASEAN registered a significant increase of
27% y-0-y in 1% half of 2020.

Demand

The region’s economies took a severe hitin Q2 2020 as the COVID
pandemic started to impact the economies in Indonesia,
Malaysia, Philippines, Singapore and Thailand. The disruption
to the economy continued to be felt in Q3 and it was reported
that the GDP growth of these countries remain negative, with the
exception of Vietnam being the only country which has managed
to escape a negative GDP growth in 2020, by a small margin, due
to their fast action in controlling the pandemic.

The construction industry is always seen as a driver for providing
the essential support for developing the region economy.
However, it is also the one of most vulnerable sectors in any
economic downturn. Construction activities in Indonesia,
Malaysia and Philippines were disrupted as the consequences
of the outbreak of COVID-19 and the containment measures
deployed by governments. On the other hand, Vietnam has been
very effective in its response to the pandemic. Its fast action and
early easing of restrictions have allowed its construction sector
to continue expanding in Q2 and Q3 2020. Thailand too has
taken immediate action by boldly driving the demand for
construction in Q2 and Q3 of 2020 while the country was still in
the mist of the outbreak, when the MOT Thailand readjusted
infrastructure budget to prioritise projects to boost the economic
recovery. Yet at the same time during the recovery, the construction
sector in ASEAN is still facing several issues caused by the
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outbreak that are limiting the construction activities and
infrastructure expansion.

The major victim of the pandemic is the automotive industry in
ASEAN. Its 3 largest automotive producing countries Thailand,
Indonesia and Malaysia were severely hit, largely due to COVID
and the resulting low domestic demand. The total automotive
production for ASEAN in April 2020 dropped by 84.6%, from
330,000 to 51,000 vehicles in April 2020. Vehicle production
has since picked up by September but the volume remained 20.8%
lower compared to a year ago.

As for the manufacturing sectors, most of the ASEAN countries
have been affected by the COVID outbreak except Vietnam and
Singapore to a lesser extent. Vietham’s manufacturing sector
continued to expand throughout the pandemic due to its fast
action in controlling the virus spread. Singapore manufacturing
registered a positive growth in Q3 2020 due to high demand for
electronics, precision engineering and pharmaceutical goods,
for export. Manufacturing output across ASEAN-6 countries has
been on the rise after Q2 2020.

All in all, the rate of economic recovery in ASEAN very much
depends on the successful containment of COVID19, which is
still a challenge globally.

Supply
With collapsing domestic demand for steel, the ASEAN steel

industries are facing the urgent need for new market opportunities
outside the region to withstand the economic downturn. The
domestic steel producers have been going back to basics in their
new business strategies and have been seeking new export
markets, while adhering to the outbreak restrictions by its
government. Beside this, ASEAN producers that already have
strong external trading links especially with China, are fully
leveraging their trade connection to salvage their business by
exporting their products.

However, ASEAN market is open to imports from foreign steel
players and investment from potential foreign investors, and is
deemed to be exposed to several threats coming from outside of
the region. These new challenges have raised the call for the
region to urgently highlight this serious issue and for a review of
regional investment strategies amid global overcapacity.

ASEAN at the moment has a total capacity of 89.5 million MT of
steel along with 67.7 million MT capacities of new proposed
integrated steel projects. This will bring the region to a capacity
of 157.2 million MT in the future. In such a situation, based on
the current demand growth, it is foreseen that the region will
face overcapacity of the steel industry if all investments were to
come out as planned. More seriously, the overcapacity issue
will become worse due to the COVID pandemic.

Government actions

The economic downturn caused by the COVID pandemic is
comparable with the 199798 Asian Financial Crisis when the
region was hit by the collapse of local currency exchange rates
against the USD. Ensuing capital flight affected many ASEAN
countries as well as Hong Kong and South Korea. With huge debt
burden and sizeable non performing loans, it took many years
before the ASEAN economies were able to recover. Since then, the
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ASEAN economies have shored up their banking system and have
built reserves for future crisis.

The COVID pandemic, has caused a similar negative impact to
the economy; contraction of GDP growth of around 7% is expected.
As in the past, ASEAN governments have chosen to continue the
same approach it had taken in the Asian Financial Crisis,
introducing stimulus packages to drive construction activities
and infrastructure projects to help in economy recovery. A total
of USD363 hillion economic stimulus packages were announced
by the 6 largest ASEAN countries to support their economies, and
investments in public construction works will continue to be the
tool to kickstart the economies

Forecast

In the face of uncertainties, the ASEAN region economic growth
may take longer time and the progress will be uneven across the
region. Recovery would also vary from one economies to another,
depending how successful is each country’s containment of the
outbreak, its financial position and its government initiatives.
Most ASEAN countries are expecting a contraction of 4.5% - 7%in
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economy in 2020, except for Vietnam, which is expected to expand
at an average growth rate of 2.5%. The Indonesian economy
expecting slight contraction compared to the steady expansion
over the last few years.

ASEAN governments have forecasted that in 2021, ASEAN
economies will return to positive growth. As for the construction
sector, only Vietnam is seen to grow in 2020, where else other
countries will be still in negative growth because its construction
sector has not really been anticipated to restart until 2021. The
automotive industry remains deeply affected, with negative
growth in 2020 throughout the region as the direct impact from
the pandemic is still being felt.

Many attempts have been made to estimate and forecast the
steel consumption in ASEAN and most of it has resulted a
downward revision. SEAISI has estimated the 2020 ASEAN steel
consumption to be 73.3 — 75.3 million MT, a decline of 6.2% —
8.7% from the previous year. The accuracy of estimates and
forecasts of steel consumption depends very much on how well
and effective each country controls the pandemic.
SEAISI, December 2020
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