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PRESS RELEASE

Global steel demand continues to show resilience.
worldsteel Short Range Outlook October 2018

Tokyo, 16 October 2018 - The World Steel Association (worldsteel) today released its October
2018 Short Range Outlook (SRO). worldsteel projects global steel demand will reach 1,657.9 Mt
in 2018, an increase of 3.9%* (please see *note below) over 2017. In 2019, it is forecast that
global steel demand will grow by 1.4% to reach 1,681.2 Mt.

Commenting on the outlook, Mr Al Remeithi, Chairman of the worldsteel Economics Committee said,
“In 2018, global steel demand continued to show resilience supported by the recovery in investment
activities in developed economies and the improved performance of emerging economies. Demand
for steel is expected to remain positive into 2019, growing at 1.4% globally.”
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Global steel demand faces uncertainty from tensions in the global economic
environment

While the strength of steel demand recovery seen in 2017 was carried over to 2018, risks have
increased. Rising trade tensions and volatile currency movements are increasing uncertainty.
Normalisation of monetary policies in the US and EU could also influence the currencies of emerging
economies.

China steel demand growth is expected to decelerate in the absence of stimulus
measures.

In the first half of 2018, Chinese steel demand got a boost from the mini stimulus in real estate and
the strong global economy. However, continued economic rebalancing efforts and toughening
environmental regulations will lead to deceleration of steel demand toward the end of 2018 and 2019.

Both downside and upside risks exist for China. Downside risks come from the ongoing trade friction
with the US and a decelerating global economy. However, if the Chinese government decides to use
stimulus measures to contain the potential slowdown of the Chinese economy in the face of a
deteriorating economic environment, steel demand in 2019 will be boosted.

*Note: China continued to close most of its outdated induction furnaces in 2017, a category
which was not captured in official statistics. While nominal steel demand growth in China in
2018 is expected to reach 6.0%, the dynamics of steel using sectors suggest growth of 2.0% in
real terms. Accordingly, real global growth in 2018 is 2.1%. As happened in our October 2017
Short Range Outlook, the disparity comes from an underestimation of 2017 steel use that had
been supplied by the illegal induction furnaces.

Steel demand in the developed world remains healthy, but growth will
moderate

Steel demand in developed economies is expected to increase by 1.0% in 2018 and 1.2% in 2019.

US steel demand grew strongly in 2017, benefiting from strong consumer spending and business
investment supported by tax and regulatory changes and fiscal stimulus, although growth in the
construction sector moderated. Steel demand growth in 2019 is expected to slow as auto
manufacturing and construction activity is expected to see modest growth. The manufacturing sector
is expected to perform well thanks to the strength of the machinery and equipment sector.

The broadening recovery of EU steel demand is expected to continue, though at a reduced pace,
mainly driven by domestic demand. With business confidence high, investment and construction
continued to recover while the automotive market may see slower demand growth. Though the
economic fundamentals of the EU economy remain relatively healthy, steel demand in 2019 will show
some deceleration over the growth seen in 2017-18, partly due to uncertainties resulting from global
trade tensions.
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Steel demand in Japan is expected to remain stable due to supportive factors on investment (record-
high corporate earnings, the continuation of monetary easing, demand associated with the Tokyo
Olympics and the increasing need for labour-saving investments).

Steel demand in Korea will contract further in 2018 with all its major steel using sectors struggling.
Only a minor recovery is expected in 2019.

The developing world’s steel demand recovery continues, but is facing
challenges

As India recovers from the twin shocks of demonetisation and the goods and services tax (GST)
implementation, India’s steel demand is expected to move back to a higher growth track. Steel
demand will be supported by improving investment and infrastructure programs. Stressed government
finances and corporate debt weighs on the outlook.

Sluggish construction activities and stock adjustments led to slow growth of steel demand in the
ASEAN region in 2017 and 2018, but demand in the ASEAN region is expected to resume its growth
momentum backed by infrastructure programmes in 2019 and onwards. Risks are largely related to
rising trade tensions between the US and China, currency volatilities and political instability.

Steel demand in developing Asia excluding China is expected to increase by 5.9% and 6.8% in 2018
and 2019 respectively.

In the remainder of the emerging and developing economies, the recovery has been slow to gain
momentum, with rising uncertainty in both domestic and external environments. Structural reforms, high
financial market vulnerability and possible currency pressures from the tensions in the global economy
are amongst the main reasons.

In the Gulf Cooperation Council (GCC) countries, reforms and a stronger oil market have led to an
upward momentum in steel demand, but at a slow pace. The outlook for Iran has turned less favourable
due to the reinstatement of sanctions by the US.

Even with the rise in oil prices, growth in steel demand in Russia is expected to show weak momentum.

Turkish steel demand is expected to contract in 2018 with the currency crisis it has faced, but the
government’s stabilisation measures and a consequent return to the competitiveness of the
manufacturing sector is expected to help recovery in 2019.

Steel demand in the Latin American economies is continuing its second year of recovery backed by
positive developments in the domestic and the global economy. Steel demand in Brazil continued its
stable recovery in 2018. This will continue into 2019 as election fever subsides. Steel demand in
Mexico has suffered from uncertainties related to the NAFTA negotiation and the election, but the
recent signing of USMCA and the new President calming jittery markets are expected to help the
economy to recover slowly in 2019.

Steel demand in the emerging economies excluding China is expected to grow 3.2% and 3.9% in
2018 and 2019 respectively.
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Mixed outlook for the construction sector and automotive market in many
countries.

In the developed economies, growth in the construction sector is likely to moderate after the strong
recovery momentum seen in 2017-18 due to a high base and rising interest rates. On the other hand,
construction activities in most developing economies will continue to grow, notably in India, ASEAN
and MENA. However, Brazil’s construction sector has not yet started to recover from its deep crisis.

The automotive markets which showed strong growth in the developed economies are softening on
the back of slowing demand growth, rising fuel prices and interest rates. In the developing countries,
demand for automobiles will continue to grow at a healthy pace. The machinery sector in both the EU
and US continues to be supported by a strong business investment phase.

# Ends #

Notes to editors:

e 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.

e The SRO includes presentations, estimates and other information that are forward-looking.
While these forward-looking statements represent our current judgement on what the future
holds, they are subject to risks and uncertainties that could cause actual results to differ
materially. Readers are cautioned not to place undue reliance on these forward-looking
statements, which reflect worldsteel’s opinions only as of the date of this presentation.
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Table 1. Steel Demand Forecasts

SRO October 2018, finished steel products

Regions 2017
European Union (28) 163.0
Other Europe 42.6
CIS 54.0
NAFTA 140.8
Central and South America 41.8
Africa 34.9
Middle East 53.3
Asia and Oceania 1065.0
World 1595.4
World excl. China 858.6
Developed Economies 407.2
China 736.8
Em. and Dev. Economies excl. China 451.3
ASEAN (5) 71.0
MENA 71.7

f - forecast

ASEAN (5): Indonesia, Malaysia, Philippines, Thailand, Vietnam

*Note: China continued to close most of its outdated induction furnaces in 2017, a category which was not captured in official

million tonnes

2018 (f)

166.6
41.9
54.8

143.2
43.2
36.0
54.5

1117.8
1657.9

876.8
411.2
781.0
465.7
73.7
73.7

2019 (f)

169.4
42.5
55.3

144.7
45.1
37.3
55.1

1131.9
1681.2

900.2
416.1
781.0
484.1
78.3
75.3

2017

3.4
4.6
6.1
6.3
4.6
-7.2
0.4
57~
5.0 *

24
3.1
82~
1.7
-4.3
-1.1

y-o-y growth rates, %

2018 (f)

2.2
16
1.4
17
3.4
3.1
2.1
50 *
39+

2.1
1.0
6.0 *
3.2
3.8
2.8

2019 (f)

1.7
1.5
0.9
1.0
4.3
3.7
1.2
1.3
14

27
1.2
0.0
3.9
6.2
22

statistics. While nominal steel demand growth in 2018 is expected to reach 6.0%, the dynamics of steel using sectors suggest

growth of 2.0% in real terms. Accordingly, real global growth in 2018 is 2.1%. As happened in our October 2017 Short Range

Outlook, the disparity comes from an underestimation of 2017 steel use that had been supplied by the illegal induction furnaces.

Countries

China

United States
India

Japan

South Korea
Germany
Russia
Turkey
Mexico

Italy

f - forecast

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

2017

736.8
97.7
88.7
64.4
56.4
41.0
40.6
36.1
26.4
24.6

million tonnes

2018 (f)

781.0
99.9
95.4
64.5
54.1
41.2
41.1
35.2
259
256

2019 (f)

781.0
101.2
102.3
64.8
54.7
41.9
41.2
35.8
26.2
25.9

2017

8.2*
6.4
6.0
3.6
-1.2
1.4
5.1
5.8
3.7
3.9

y-0-y growth rates, %

2018 (f)

6.0*
2.3
7.5
0.2
-4.1
0.5
1.1
-2.3
-1.9
3.8

2019 (f)

0.0
1.3
7.3
0.5
1.1
1.7
0.3
1.5
1.2
1.0
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