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The global steel mill profit outlook for 2011 is forecast by World Steel Dynamics to be ‘fair to good’ with a 45% probability for
‘fair’ and a 30% for ‘good’. For 2012, the likelihood of ‘good’ rises to 40% while ‘fair’ drops to 30%.
A Report by T Smith Editor Steel Times International

Steady expansion requires that inflation
remains under fair control and fixed asset
investment grows moderately as a share of
GDP. This will result in good profitability for
efficient steel mills with global demand growing
on average 3% CAGR. Mergers and acquisi-
tions will continue and several Chinese mills are
expected to establish plants internationally. The
world average price for hot rolled band (HRB)
will be around $650 per metric tonne FOB. 

This scenario anticipates a sizeable slow
down in the Chinese GDP growth rate with fix
asset investment (FAI) expanding only slightly
faster than the overall economy at about 10%/y.
As steel intensity in China falls back, demand
after 2011-12 grows at just 3%/y. Also, this sce-
nario anticipates the Information Technology
revolution promotes global economic expan-
sion and holds down inflation.

Global steel production in 2010 is forecast to
be a record 1.41bnt, a 4.4% rise on the previous
high of 1.35bnt in 2007 and 14.5% above the
2009 figure. Output is regional as indicated in
Table 2.

Since China has such a strong impact on
world steel production a paper by Mr Wu
Wenzhang, President Shanghai SteelHome
website http://en.steelhome.cn was read by
Peter Marcus in the author’s absence.

Mr Wenzhang believes that Chinese crude
steel output and consumption will peak close to
or in 2012, at about 680Mt production and
650Mt consumption and in 2013 to 2015 will
stay close to this level but then both output and
consumption fall to close to 600Mt or below in
2020 (Fig 1). China’s crude steel production
depends on the international demand for
Chinese exported goods.
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His arguments to support this forecast are
multifold:

• In 2011, China’s active fix asset investment
and steel-consuming industries will continue
driving up crude steel demand. He expects
crude steel demand may rise 8-9% by 50Mt
year on year to 650Mt in 2011. • China’s steel
industry has had poor profitability for the past
three years. • China would rather adjust the
product mix than relentlessly expand steel
capacity. • The Government will restrict invest-
ment in energy-intensive, high-polluting and
resources-dependent industries and accelerate
reducing energy consumption and emissions as
well as eliminating out-of-date capacities, a
move that may dampen the rise of crude steel
capacity. 

SteelHome expect Chinese crude steel
capacity to 720Mt at the end of 2010 versus
700Mt in 2009. Crude steel production will rise
4.8% or 30Mt year on year to 660Mt in 2011.
(A figure just 5Mt above the WSD forecast).

It will be hard for international steel demand
to rebound to the pre-crisis level and the world
export market will not be strong in 2011.
China’s net exports of crude steel will remain at
2010’s level of 25-30Mt in 2011. China’s appar-
ent steel consumption will be 635Mt on a crude
steel basis in 2011, and supply shortage will be
solved by inventory consumption.

Mr Wenzhang expects global crude steel
production to reach 1.474bnt in 2011, a new

NOW in its eighth year, and following the suc-
cessful formula of the New York annual Steel
Success Strategies conference, the European
version was held in London this year 29-30
November.

The annual event is organised by the US
based steel forecasting group, World Steel
Dynamics (WSD) and, in Europe, Metal
Bulletin (American Metal Market in USA).

Such is its reputation that despite unseason-
ably early snow across UK and disrupted travel,
close to 200 delegates attended – not only from
Europe but as far away as India, Brazil, Middle
East and USA. Delegates to this event tend to
represent those concerned with trading, ship-
ping and investing in the steel industry rather
than its technologies, although one session was
devoted to technological aspects. Several com-
panies sent multiple delegates.

WSD Managing Partners, Peter Marcus and
Karlis Kirsis presented the opening keynote
address ‘Profitability Revisited’ which forecast an
improvement in profitability in 2010 over 2009
in terms of EBITDA per metric tonne. Globally,
this equates to a $47bn recovery to $124bn after
falling by $124bn to $77bn in 2009.

In 2011, WSD forecast a further rise in glob-
al profitability of $18bn to $142bn and a fur-
ther rise of $60bn in 2012 to $202bn.

Improvement is, however, regional with
China leading recovery in 2010 and 2011 but
dropping back $4bn in 2012. WSD cites four
causes of China’s slowing growth: domestic
demand is expected to slow substantially after
2011-2012; competition within China’s steel
producers increases; production cost competi-
tiveness is only average and will worsen if the
RMB appreciates; and the Chinese
Government will prevent sizeable exports by
rescinding tax rebates. Table 1 summarises the
EBITD forecast.

WSD considered three possible scenarios for
growth in the steel industry to 2015: Boom;
Steady Expansion and Economic Stagnation.
It believes Steady Expansion to be the most
likely result allocating this a 75% chance com-
pared with just 5% for a boom and 20% for
stagnation.

Region 2009 2010 2011 2012

World 77 124 142 202

China 33 44 48 44

RoW 43 80 93 158

Table 1 WSD fore-
cast for world steel
industry and China
(EBITDA US$bn)

Fig 1 Prediction of Chinese crude steel output and consumption
Source: Wu Wenzhang SteelHome

Region 2010 % yoy 2011 % yoy 2012 % yoy

World 1410 14.5 1500 5.9 1560 4.3

China 632 9.7 655 3.8 677 3.4

Advanced
Countries 435 25.7 460 5.8 472 2.7

Developing
(excl China) 345 11.4 379 10.0 408 7.6

Table 2 WSD fore-
cast of crude steel
production by
region (Mt)

Fig 2 New ships on order and potential scrapping pool
Capesize >100dwt; Panamax 60-100dwt; Handymax 40-48dwt;
Handysize 15-40dwt  Source Sea-Web FIS
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– Expand value added products grades, gauge
and applications; and

– Identify strategic partners interested in 
licensing to expand global footprint (Nucor’s
co partners in the technology are Blue Scope
of Australia and IHI of Japan).

The other technical presentation was by Dr
Carlo Piemonte of Danieli Wean who spoke on
Danieli’s new generation thin slab caster rolling
line (TSCR) which provides greater productivi-
ty (close to 1.8Mt/y per strand) through high
speed casting (up to 7m/min) as well as the abil-
ity to process higher value added steel grades –
such as API steels for Arctic applications, peri-
tectic compositions, HSLA steels and 3.2% sili-
con steels. 

Raw Materials & Logistics
Three panellists addressed this topic, two
speakers replacing advertised presentations.

Jack Porco of US Xcoal spoke on what he
referred to as a ‘seismic shift in the global cok-
ing coal market’ which has seen China become
a net importer of coking coal which has
increased world demand by 47.2Mt both
through importing and minimal exports of cok-
ing coal from China.

In response, the three major coal mining com-
panies in USA have increased output capacities
from 57M metric tonnes in 2007 to 70Mt in
2010. North American demand is 21-23Mt in
2010 leaving some 48Mt available for export.

Four of the top ten export destinations for
US coal in 2010 are in Asia, compared with just
one in 2009. This has largely been at the
expense of exports to Europe. Australia and
Canada were the first countries to meet the
demand from China but they have difficulty in
supplying other Asian countries which is a mar-
ket now supplied by US producers, who also
supply to China and India. 16.4Mt of addition-
al demand are being met by US East coast
exporters with exports to China growing 701%
(to Sept 2010) and to India 43%. However,
these are not the largest increases with Ukraine
growing 1123% (from a smaller base of 135kt in
09 to 1.65Mt to Sept 10) and Japan 710% over
the same period.

India’s imports of coking coal have grown by
around 10% a year since 2008 and are expected
to grow 21% in FY 2010-11 to exceed 30Mt in
calendar year 2010 and double to 60Mt by
2015 as a result of 65Mt of new ironmaking
capacity announced by that year.

Because of draught limitations in the US
East coast ports Xcoal are partially loading
capesize vessels in port and ‘topping up’ the

load off-shore near Canso, Nova-Scotia to their
maximum 180-210dwt using smaller self dis-
charging belt vessels.

Pricing for FY2010/11 for seabourne coking
coal contracts is expected to be a combination
of fixed annual prices and quarterly pricing.

Peter Norfolk, Research Director, Freight
Investors UK forecasts freight earnings for a
Cape size vessel will continue to drop from an
average of $42656/day in 2009, through
$33958/day in 2010 to date to $24500 in 2011
and $23750 in 2012. These average global
prices hide much lower rates for shipments
from Brazil to the EU of $11.57/t in 09;
$10.56/t in 2010; $9.25 in 2011 and $9.13/t in
2012 compared with shipments Brazil to China
of $28.57/t; $26.75/t; $23.63/t and $23.25 for
the corresponding years.

Freight charges are dependent on the num-
ber of ships available. 120Mt of cape sized ves-
sels (>100k dwt) are presently on order of
which 24k dwt are firm orders and 33M dwt are
presently in operation – 10M dwt of which are
over 25 years old. Fig 2 illustrates the current
and forecast world fleet profile. Compared to
the existing fleet numbers the ratio of new
orders for each size are: 57% for Capesize, 53%
Panamax, 43% Handymax and 30% Handysize.

Stephen Navarra, President of Harsco
Metals, Europe spoke on reducing scrap costs
by improving internal mill efficiency. Price,
quality and scrap yard management all affect
profitability.

In UK, scrap prices doubled between
November 09 and April 10 to close to €300/t –
although fell back to around €240/t in
November 10. A typical 1Mt/y EAF based mill
using 1.1Mt scrap/y will spend €160-325M on
scrap. A 3Mt/y BOS steelplant will require
600kt of scrap costing €90-180M. The solution,
said Mr Navarra, is to recover as much internal-
ly generated scrap as possible eg from slag and
other products. A 3Mt/y BF-BOS steel plant
could typically recover 209kt of its 500-650kt
requirements, half from iron production and
half from steelmaking. This provides a saving of
€25M/y.

For the EAF steel plant, much of the savings
can be achieved by improving scrap quality and
thereby furnace productivity and yield.
Through better quality control and inspection
of purchased scrap improvements in furnace
yield of 1% have shown savings of €3M/y for a
900kt/y works.

On site shredding facilities at a major steel
works in Argentina have given cost savings of
over €11.5M/y for an annual liquid steel output
of 1.4Mt.

Poor scrap management leads to 
– EAF delays waiting for scrap;
– Incorrect weights charged;
– Low yields;
– Increased slag volumes;
– Missed specifications; and
– Increased refractory wear.

Harsco use software called ‘ScrapMaster’ to
control scrap management. A well laid out scrap
yard in which position of bays are optimised has
provided savings of €12.7M for a 3.9Mt/y
steelplant and improvements in the accuracy of
charge loading saved the same steel works
another €4.5M/y.

India v China
Jayant Acharya, Director Commercial &
Marketing JSW Steel, India contrasted India’s
industries with those of China concluding that

record. The global raw material market price
will remain high. China’s blast furnaces capaci-
ty is tending to grow which may trigger a supply
shortage of high grade iron ore and quality cok-
ing coal. High-quality raw material prices will
further increase in 2011.

Excess global liquidity will push up com-
modity prices. Appreciation of the Chinese cur-
rency will further increase these. China’s steel
industry may see improved profit in 2011.

During 2011-2015, the Chinese government
will adjust the economic structure and trans-
form the mode of growth, weakening invest-
ment and boosting spending as a share of GDP.
China’s steel intensity will fall and steel con-
sumption may not continue to sustain such a
high growth rate in output.

Other Sessions
The remainder of the sessions were divided into
six ‘panels’ with each panellist presenting a 20
minute or so paper. Although all were of inter-
esting content, this format left only limited time
for questions at the end of each session and
only occasionally succeeded in generating
meaningful discussion.

Panels covered European and CIS steel,
Middle East & North Africa steel, China and
India, the steel marketplace, iron ore & steel
derivatives, Raw Materials & Logistics and
Steel Technology. 

Technology
The technology panel on the second day had
only two speakers: Frank Fisher, President of
Castrip Technology who described the direct
casting of strip which first started at Nucor’s
Crawfordsville site and now a second larger
plant (600kst/y) is operational at Nucor Yamato
Steel in Arkansas. The process offers:
– CapEx 25% lower and OpEx 15% lower than

thin slab – direct rolling making Castrip a 
strategic fit for regional supply;

– Use of low quality scrap (savings of $50-
$70/ton) for increased margins;

– The product, known as ‘UCS’ is sold at a pre-
mium over hot rolled coil;

– Steel grades have been expanded to high 
strength grades through micro alloying;

– A ‘greener’ footprint with energy consump-
tion just 0.5GJ/ton compared with 4GJ/t for
the conventional thick slab route or 3GJ/t for
thin slab casting which reduces CO2Eq emis-
ions to just above 0.05t/ton product for 
Castrip compared with 0.39 for thick slab 
and 0.29 for thin slab.
The challenges ahead are:

– Focus on process optimisation;

Fig 3 Population demographics of China and India in 2010
Source UN Population Prospects 2008 Revision
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Compared with other Asian countries, both
China and India’s growth of GDP continue at a
high rate sustained by their large populations
(Table 3).

Drivers of India’s economy are:
– High savings rate;
– Availability of low cost, skilled labour;
– Technology;
– Favourable demographics;
– Trade openings.

Secondary factors are:
– Low inflation which keeps capital at home, 

while high inflation moves capital overseas, 
raising the cost of capital and overseas bor-
rowing.

India is rapidly approaching the take-off
point for rapid growth which occurs when per
capita income averages around $3500/y.
Urbanisation assists this process which in turn
is highly steel intensive.

Mr Bristow believes that while the service
sector will remain the dominant contributor to
GDP in 2020 its share will fall from the present
65% to 45% with manufacturing increasing
from 18% to 30% and, in contrast to Jayant
Acharya’s declining trend, the share from agri-
culture will grow from 17% to 25%.

The session was completed by John Kopfle
Director Corporate Development, Midrex USA
who pointed out that India was the global
leader in DRI production but 74% of its output
was coal based using rotary kilns which have
low productivities and can have high pollution
levels.

Since India is rich in ore but poor in coking
coal Midrex is to build a gas based DRI plant
using syngas produced from coal as the heating
and reducing gas rather than the more usual
reformed natural gas. India has large reserves of
suitable thermal coal for the process.

The process, named MXCOL, will use
Lurgi’s fixed bed coal gasifier. The first such
plant is to be built for Jindal Steel & Power at
Angul in Orissa State and is expected to be

completed by 2012. It will have a capacity of
1.8Mt/y of DRI. 

Mr Kopfle also spoke on the benefits of the
new ITMk3 process, a coal based rotary hearth
to produce nuggets of solid iron (rather than
DRI), as a suitable technology for both India
and China. 

The first such plant was commissioned in
January 2010 at Hoyt Lake in Minnesota, USA
for Steel Dynamics Incorporated. Although not
yet operating at design capacity, several coun-
tries have expressed interest in the technology
developed by Midrex’s parent company, Kobe
Steel of Japan.

Climate Change
This, almost obligatory topic, was addressed in
a keynote presentation on Day 2 by Dr Hans-
Jörne Weddige, Head of Corporate Climate
Policies of ThyssenKrupp Steel Europe. 

Total greenhouse gas (GHG) emissions in
the EU in 2007 amounted to 5.054bnt CO2
equivalent. Of this, just 2.3% came directly
from the steel industry. 

The largest emitters are power and other
energy production (32%), Transport (20%),
Industry (18%), Housing (13%), Agriculture
9% and others 8%.

The EU has announced a cap on GHG emis-
sions to reduce these 21% by 2020 compared
with 2005 levels. This is to be achieved through
the Energy Trading Scheme (ETS) in which a
free allocation is made to each company but
which will be reduced by 1.74% per annum
from 2013. 

Companies that emit less than their alloca-
tion can sell the surplus to companies that emit
more and hence must buy CO2 credits.  No
additional allocation will be made to account
for increased production. 

The need for a free allocation is recognised to
prevent ‘carbon leakage’ where producers move
outside of the EU to locations where demands
are less stringent.

Steel should be seen not so much as a problem
in creating GHG emissions but rather a solution
to reducing these. 

Major indirect savings can be achieved in the
use phase of plant and vehicles by using
advanced steels. For example, by enabling high-
er temperatures to be used in thermal power
generating plant a net CO2 reduction of 25.9Mt
can be achieved during the life-time of the plant
compared with emissions of 0.1Mt in the pro-
duction of the steel used. Thus a savings ratio of
400:1 is achievable. 

A total of 74Mt CO2Eq emissions can be
reduced by applying this philosophy to addition-
al products compared with 12Mt emitted in the
production of the steel required (Fig 4).

Taking an automobile as an example, a reduc-
tion of 17.63gCO2/km can be achieved by opti-
mising the steel grades used and the method of
fabrication. The power train offers the greatest
potential accounting for 14.07g/km with the
body offering 2.42g/km and the chassis
1.14g/km.

While many other interesting presentations
were made on Europe, CIS, Middle East and
markets, space does not permit all of these to
be described in this article. 

Readers are recommended to attend the next
Steel Success Strategy meetings to be held in
New York in June (see Steel Times International
September 2010 p 47-48 for the 2010 report) and
in Europe in Autumn 2011. Dates will be
advertised by Metal Bulletin Events:
www.metalbulletin.com/events  �

India has a higher proportion of GDP generat-
ed from Service Industries rather than manu-
facturing than does China. In 2010, Service
industries in India accounted for 59% of GDP,
Industry 30% and that from Agriculture, which
is falling fast, 15% compared with 45% in 1970.
In comparison, China’s Service industry has
grown to 45% in 2010, Industry to 55% and
Agriculture around 10%.

Urbanisation was leading to greater steel
intensity in both countries, although China was
presently well advanced over India in this with
42% of China’s population presently living in
cities compared with 30% of India’s.

Of India’s steel production, 54% are long
products and 46% flats. The major market is
infrastructure and construction which takes
63% of output followed by general engineering
(23%), Automotive (10%), Consumer appli-
ances (2%) and others (2%). Per capita con-
sumption is presently 48kg/person and is target-
ed to grow to 96kg by 2015-16 and 149kg by
2020-21.

China’s proportion of Longs to Flats is 60 :
40 and 59% of production goes for infrastruc-
ture and construction, 23% to general engineer-
ing, 5% to automotive, 9% to consumer appli-
ances and 4% others. Total consumption at
around 600Mt – some ten times that of India –
means per capita consumption is already 450kg
per person.

Neil Bristow, Director H&W Worldwide
Consulting, Australia also compared China with
India concluding that while China has not yet
finished expanding, India is about to take off in
industrial production but he was unwilling to
commit to say if it would become a ‘second
China’.

On present trends, India’s population will pass
that of China in 2030 at about 1.5bn people.
India has the advantage over China of a much
younger demographic (Fig 3). By 2030, the
shapes of the population pyramid between the
two countries will remain very different as China
becomes an ‘old’ country and India remains
‘young’ with ~60% below 30 years of age.

Period Japan Taiwan Korea China India

1960s 10.1 10.0 – 5.0 4.0

1970s 4.4 10.0 7.3 6.3 2.9

1980s 4.6 8.0 8.7 9.4 5.6

1990s 1.1 6.5 6.2 10.5 5.7

2000s 0.6 2.7 3.8 9.8 7.3

2010 Est – – lower 8.0 9.0

Source: UBS, Citibank, H&W Worldwide Consulting

Table 3 Comparison
of GDP growth for
selected Asian
economies

Fig 4 Benefits of CO2 savings from steel the use phase steel outweigh emissions in production
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