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2 EDITOR’S NOTE

Dear readers!

This issue of Iron Magazine is
special. It is dedicated to the 24th
Metal-Expo Industrial Exhibition,
the main forum for Russian steel-
workers. The event brings to-
gether producers and consumers
of steel products from dozens of
countries to develop mutually-ben-
eficial partnerships, find solutions
for improving business efficiency,
while reducing production costs
and economic risks.

IRON MAGAZINE

Steel remains the backbone of global construction
and industrial production, but it is competing with

other materials, such as aluminium and composites.

Due to this competition, steel is looking at ways

to improve. The steel industry is on a mission to
improve product quality, expanding and diversifying
Its product lines and developing new grades with

a specific set of characteristics for individual
customer needs.

A special place in the steel industry is occupied by
high-quality rolled steel products (SBQ)J, developed
specifically for use in mechanical engineering,
primarily in the automotive industry — Metalloinvest
Is a leading player in the SBQ market.

This issue of Iron Magazine covers Metalloinvest's
plans to modernise production processes and
further strengthen its position on the SBQ market,
as well as the latest trends in the global steel
Industry and the different ways in which steel
companies are engaging with their customers.

Andrey Varichev,
CEO of Management Company Metalloinvest

Competition in the market of high-quality
steel products is increasing and customer
requirements are becoming more critical. In order

improve technologies and develop new steel grades
for our partners

to win the competitive struggle, we must constantly >>
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How trade wars are changing the-global
steel market ~
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Trade conflicts, which grew more f,fﬁf
acute over the summer, could upsef~ ==~
_ the balance of power on the=global ff”ff
Vasilya steel market and fore€ steelmakers to

Plekhanova urgently seek-new distribution chapnels

-

he summer of 2018 brought
a new wave of international
trade conflicts. In June, the
US extended its 25% tariffs
on steel imports to products
from the EU, Canada and
Mexico. From July 19
the European Union imposed its own
restrictions on steel imports, applicable
to alliexporters except those based in
countries that are part of the European
economic zone. At the same time, US
trade relations with China are tenser than
ever before.

Metalloinvest experts point out
that the biggest uncertainties are not
directly caused by the US tariffs, but by
the chain reaction of special measures
and debates, which they have prompted
in a growing circle of countries and
industries. Meanwhile, the use of
concepts such as “national security” to
justify protectionism opens a Pandora’s
box in international trade. The US has
imposed steel tariffs and the EU has
introduced quotas and duties to protect
itself from the effect of the US action.

What other countries will do after
reaching the export ceiling imposed by
the EU quotas is hard to predict. Further
consequences of the new steel tariffs
are also unclear. Steel is one of the most
conflict-prone sectors of international
trade, and upsets in that segment spread
quickly-to other markets and industries,
which will be forced to adjust their
demand for steel. How far the ripples will
spread remains to be seen.

Steelmakers are thinking hard about
how they can maintain profitability of
steel exports, taking into account the
anti-dumping duties and levels of access
of foreign competitors to their own
domestie markets. The winners in the

~—heWw-environment will be companies that
“can improve the quality of their products

and customise their steel supplies to
meet the needs of specific customers.
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rigure 1. 1 0P-10 steel-producing
countries

China 831.7 5.7 49.18
Japan 104.7 01 6.19
India 1014 6.2 5.99
USA 816 4 483
South Korea 711 36 42
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a possible reduction of 0.4%.

According to the World Steel
Association, world steel production
grew by 4.8% (to 1194 million tonnes)
in January-August 2018 compared
with the same period last year. The
growth leaders were:

n $1JOB UP NIJMMJPO
tonnes);

n *OEJB UP NIMMJIPO
tonnes);

n 60JUFE 4UBUFT UupP

million tonnes).

The Chinese government
SFTPMWFE JO UP SFEVDF FYDFTT
steelmaking capacity by 2020 in
order to curb negative environmental
impacts and improve the financial
state of the industry. The target is
to close down more than 20% of
capacity and the Chinese government
announced this July that it will
speed up the liquidation of outdated
steelmaking facilities. According
to official data, the Chinese
have already reduced domestic
DBQBDJUZ CZ, NIJMMJPO UPOOFT
per year (equal to the combined
DBQBDJUJFT PG UIF 64 $BOBEB BOE
Mexico).
The closures will not affect
China’s status as the main global
supplier of steel (see Figures 1 and 2).
At the same time, the Central Bank
of China is continuing to devalue the
yuan in order to protect its industry,
including the steel industry. Growth
in prices for Chinese steel will also
have a positive effect on producers:
Morgan Stanley expects price rises of

UlJT ZFBS The Chinese government is targeting a reduction in excess capacity by 2020, with the aim
of reducing the industry’s environmental impact while improving its financial situation
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Production in the region,
without China, grew by 5.5% in 2017,
despite the fact that Japan, the
second largest steel producer in the
world, reduced its output by 0.1%.

Indian and Vietnamese
steelmakers launched more
capacity, reacting to a reduction
of Chinese export volumes. South
Korea and Taiwan also contributed
to the growth, increasing volumes
by 3.6% and 6.8% respectively. No
increase of Chinese exports is
expected this year, so the Economist
Intelligence Unit (EIU) predicts
production in Asia without China
to grow by 3.8% in 2018. Forecasts
for 2019 are more modest (1.5%
growth), although experts see large
potential for greater steel volumes
from companies in Vietnam and
India. The EIU predicts that India will
increase production by 5% in 2018,

rigure 2. \WOrld steel
production by
regions in 2017 (%)
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