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worldsteel Short Range Outlook April
2018

17 April 2018| London, United Kingdom

Global steel demand continues its broad
recovery

The World Steel Association (worldsteel) today released its April 2018 Short Range
Outlook (SRO). worldsteel forecasts global steel demand will reach 1,616.1 Mt in 2018, an
increase of 1.8% over 2017. In 2019, it is forecast that global steel demand will grow by
0.7% to reach 1,626.7 Mt.
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Commenting on the outlook, Mr T.V. Narendran, Chairman of the worldsteel Economics Committee
said, “In the next couple of years the global economic situation is expected to remain favourable
with high confidence and strengthening recovery of investment levels in advanced economies.
Benefitting from this, steel demand in both developed and developing economies is expected to
show sustained growth momentum with risks relatively limited. However, possible adverse impact
from rising trade tensions and the probable US and EU interest rate movements could erode this
current momentum.”

Steel demand benefitting from favourable global economic momentum, but facing risks
from rising global trade tensions

Upside and downside risks to this forecast are mostly balanced. In 2018, high confidence, strong
investment levels and a recovery in commodity prices are generating a virtuous cycle for steel
demand globally both in developed and developing economies. The slight deceleration in 2019 will
be due to further deceleration in China and weakened investment momentum due to higher
interest rates.

On the downside, possible escalation of trade tensions, rising inflationary pressure and tightening
of US and EU monetary policies may cause financial market volatilities and trouble highly indebted
emerging economies.

China will return to deceleration trend

In 2017, the mild government stimulus measures provided some boost to construction activity, but
investment continued to decelerate and steel demand showed only a moderate increase despite
the stimulus.

In 2018 and 2019 GDP growth is expected to decelerate mildly, but as the government continues
to focus on shifting the growth driver toward consumption, investment is likely to further
decelerate. Steel demand in 2018 is expected to stay flat. In 2019, it is expected to contract by
2.0% with a further slowdown in construction activity. In manufacturing, the machinery sector is
expected to maintain positive growth on the back of a strong global economy while automotive
and home appliances are expected to decelerate.

High corporate and local government debt continues to raise concern but a hard landing for the
Chinese economy is unlikely in the short run.

Developed economies’ outlook remains robust

Steel demand in the developed world is expected to increase by 1.8% in 2018 and decelerate to
1.1% in 2019.

The outlook for steel demand in the US remains robust on the back of the strong economic
fundamentals - strong consumption and investment due to high confidence, rising income and low
interest rates. The manufacturing sector is being supported by a low dollar and increasing
investment while rising housing prices and steady non-residential sector growth point to a healthy
construction sector. Though the recent tax reform is further expected to boost steel demand
through its positive impact on investment, there is some concern over a possible overheating of
the economy. The announced infrastructure plan is unlikely to affect steel demand in the short

term.
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The EU economy has developed strong momentum with broadening recovery across countries.
Prompted by robust domestic and external demand, investments are expected to remain a major
growth driver while low inflation, wage and real income growth will support private consumption.
Steel demand will be supported by a pickup in non-residential construction and strong
manufacturing activities.

The automotive sector in both the EU and the US is expected to moderate due to saturation effect
and rising interest rates, while the machinery sector is expected to benefit from rising investment.

An expected monetary tightening in the US and the EU is responsible for the forecasted
deceleration of steel demand growth in 2019.

Steel demand in Japan has been benefitting from an improving investment sentiment and
government stimulus, but the scope of growth will continue to be limited by structural factors such
as an aging population.

Despite improved consumer sentiment, steel demand growth in South Korea will be constrained
by high consumer debts, weakening construction and a depressed shipbuilding sector.

Developing economies ride the recovery momentum, yet to gain further strength

Steel demand in emerging and developing economies (excl. China) is expected to increase by 4.9%
and 4.5% in 2018 and 2019 respectively.

Recovery in oil and commodity prices has improved the outlook for MENA countries. Provided
geopolitical stability can be achieved, steel demand outlook for the region could further improve as
a result of reconstruction activities

The mild recovery in Russia and Brazil is expected to continue. Recovery in Russia will be
supported by credit expansion, easing monetary policy and improving consumer and business
confidence. In early 2017 Brazil started to come out of its deep recession, but uncertainty remains
as to the sustainability of this recovery momentum. Furthermore, recovery of construction
activities has been slow. In other Latin American countries, recovery is also underway and growth
in the region could accelerate if reforms are implemented, but the forthcoming elections lead to
uncertainty.

Turkish steel demand showed strength in 2017, backed by supportive government measures.
While slightly decelerating due to subsiding special economic stimulus, steel demand in Turkey is
expected to show stable growth in 2018/19.

The Indian economy is stabilising from the impact of currency reform and GST implementation and
steel demand is expected to accelerate gradually, mainly driven by public investment. Stronger
growth is held back by still weak private investment.

Steel demand in ASEAN-5 countries dipped in 2017 due to slow construction activity and
destocking. In 2018/19 however, steel demand is expected to regain the growth momentum
backed by infrastructure investment.
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* The World Steel Association (worldsteel) is one of the largest and most dynamic industry
associations in the world. worldsteel members represent approximately 85% of the world's
steel production, including over 160 steel producers with 9 of the 10 largest steel
companies, national and regional steel industry associations, and steel research institutes.

* In April and October, worldsteel announces its Short Range Outlook (SRO), a forecast for
steel demand (finished steel). The April SRO looks seven quarters ahead and the October
SRO, which is announced at worldsteel's General Assembly, looks five quarters ahead.

® See PDF to the right of this page for data by region.
4 Go back

2018 2017 2016 2015 2014

Downloads and links

& SRO 2018/2019: table by region (PDF | 60 KB)
& SRO: Interview of worldsteel Director General Edwin Basson (YouTube.com)
& Steelblog by Director Nae Hee Han: April 2018 SRO - Manifestation of new megatrends?

& About our statistics
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A S S O C I A

Table 1. Steel Demand Forecasts
SRO April 2018, finished steel products

million tonnes y-0-y growth rates, %

Regions 2017 2018 (f) 2019 (f) 2017 2018 (f) 2019 (f)
European Union (28) 162.3 165.6 166.9 25 2.0 0.8
Other Europe 42.3 44.2 46.1 4.1 4.5 4.4
CIS 52.8 54.0 55.0 6.1 2.3 1.8
NAFTA 140.7 145.0 147.3 6.4 3.0 1.6
Central and South America 40.9 43.5 45.6 3.8 6.2 4.9
Africa 35.1 36.6 38.3 -6.8 45 4.6
Middle East 53.3 55.7 57.8 0.4 4.6 3.7
Asia and Oceania 1060.1 10714 1069.7 5.5* 1.1 -0.2
World 1587.4 1616.1 1626.7 4.7 * 1.8 0.7
World excl. China 850.6 879.3 904.6 1.8 34 29
Developed Economies 410.7 417.9 422.7 2.9 1.8 1.1
China 736.8 736.8 722.1 8.3 * 0.0 -2.0
Em. and Dev. Economies excl. China 439.9 461.4 481.9 0.8 4.9 4.5
ASEAN-5 70.3 74.9 79.8 -5.2 6.6 6.4
MENA 71.7 75.3 78.5 -11 5.0 4.2

f - forecast
ASEAN (5): Indonesia, Malaysia, Philippines, Thailand, Vietham

Table 2. Top 10 Steel Using Countries 2017
SRO April 2018, finished steel products

million tonnes y-0-y growth rates, %
Countries 2017 2018 (f) 2019 (f) 2017 2018 (f) 2019 (f)
China 736.8 736.8 722.1 8.3 0.0 -2.0
United States 97.7 100.3 102.3 6.4 2.7 2.0
India 87.2 92.0 97.5 4.3 55 6.0
Japan 64.4 64.5 64.9 3.7 0.1 0.6
South Korea 56.4 57.0 57.5 -1.2 1.0 1.0
Germany 41.8 42.0 41.9 3.1 0.5 -0.2
Russia 40.6 41.5 42.1 51 2.1 14
Turkey 36.1 37.9 39.8 5.8 5.0 5.0
Mexico 26.4 27.3 27.7 4.0 3.5 1.5
Italy 24.5 24.9 25.2 1.8 1.7 1.1

f - forecast

*: a special note on China:

China closed most of its outdated induction furnaces in 2017, a category which was generally not captured in official statistics. With
closure of the induction furnaces, the demand from this sector of the market is now satisfied by mainstream steel makers and
therefore captured in the official statistics in 2017. Consequently, the nominal growth rate for steel demand in China increased to
8.3% or 736.8 Mt. Disregarding this statistical base effect worldsteel expects that the underlying growth rate of China’s steel demand
for 2017 will be 3.0%, which will make the corresponding global growth rate 2.4%.





