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GLOBAL apparent steel use will increase 
by 2% to 1.56 billion tonnes in 2014 
following growth in 2013 of 3.8%. In 2015 
world steel demand will grow by another 
2% to 1.59 billion tonnes, according to 
worldsteel’s short-range outlook, which 
was presented to delegates at the 48th 
World Steel Conference in Moscow.

“The reason for such a low growth 
rate is mainly due to slow growth in the 
emerging world, explicitly in China,” said 
Hans Jürgen Kerkhoff, chairman of the 
worldsteel economics committee. He 
added that China’s economic slowdown 
was an important feature of the global 
steel market. 

“However, in the developed world the 
recovery remains on track,” he said, “but it 
was not enough to offset the sluggishness 
in the emerging world, which accounts for 
over 70% of world steel use.”

Global GDP revised downwards
Kerkhoff said that the picture for the 
emerging world in 2015 was more 
optimistic in general, but that China will 
continue to show low growth.

He pointed out that global GDP in 
2014 was revised down by 3.4% in July 
by the International Monetary Fund (IMF) 
because of downward revisions to many 
emerging economies.

“On the other hand, the developed 
economies fared well,” said Kerkhoff, 
highlighting a moderate pick-up in Japan 
and the EU and strengths in the USA.

The outlook for developing countries 
was improving with reforms making 
progress in some countries. Uncertainties 

resulting from geopolitical tensions in the 
CIS and the Middle East are expected to 
dissipate.

Lower steel demand growth
According to Kerkhoff, positive 
momentum in global steel demand in the 
second half of 2013 abated in 2014 with 
a weaker than expected performance from 
the emerging and developing economies. 
“As a consequence we are issuing a lower 
steel demand growth figure than our 
forecast released in April this year.”

The slowdown in China’s steel demand, 
Kerkhoff explained, reflected the structural 
transformation of the economy and 
contributed significantly to worldsteel’s 
lower global growth projection. “We 
have also seen a major slowdown in 
South America and the CIS countries due 
to falling commodity prices, structural 
constraints and geopolitical tensions,” 
he said, adding that, in contrast, the 
developed economies fared well and 
recoveries in the European Union, the USA 
and Japan were stronger than previously 
thought – but not strong enough to offset 
slowdowns in the emerging economies.

Steel demand growth in developed 
economies is expected to be moderate 
in 2015, said Kerkhoff, while growth in 
emerging and developing economies are 
projected to pick up. He said that China’s 
rebalancing act would continue to act as 
a drag on steel demand.

The World Steel Association believes 
that its outlook is ‘prone to risks coming 
from various fronts’. One such risk is that 
US interest rates increase in 2015 and are 

likely to impact global capital flows and 
create instability in vulnerable emerging 
markets where structural reforms and 
geo-political tensions, caused by global 
energy prices, have emerged as a new 
threat. China’s transition towards a 
consumption-driven economy is not 
without its challenges, claimed Kerkhoff, 
and the recovery in the European Union 
is still constrained by household and 
government deleveraging.

China’s ‘new normal’
In China, apparent steel use is expected to 
slow to just 1% growth in 2014 (748.3Mt) 
as the Chinese real estate sector cools off 
and the government’s efforts to rebalance 
the economy curtail investment and 
weaken business sentiment. Weak growth 
momentum is expected to continue into 
2015 when China’s apparent steel use will 
grow by 0.8% to reach 754.3Mt. Possible 
use of targeted stimuli and the easing 
of restrictions on the real estate market 
in response to slower GDP growth could 
increase the forecast.

China’s economy, said Kerkhoff, has 
been decelerating since 2012 as the 
government pursues rebalancing. “So 
we have seen China’s GDP growth 
coming down to around 7.5% along with 
decelerating investment,” he said, adding 
that the Chinese had used mini-stimuli 
to smooth out the fall in investment but 
refrained from using major stimuli in order 
to boost GDP growth.

“So we noticed an important switch in 
the government’s stance towards growth 
versus rebalancing,” explained Kerkhoff.

Low growth might be the ‘new 
normal’ until the emerging 
economies pick up, says Hans 
Jürgen Kerkhoff, chairman 
of worldsteel’s economics 
committee. 
By Matthew Moggridge*

Low growth and high volatility
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“Last May, China’s president described 
the current slowdown as the ‘new normal’ 
for the Chinese economy that China will 
have to accept. This means that despite 
the slowing growth, the government will 
not actively stimulate the economy as it 
did in the past while mini stimulus might 
be used where necessary,” he said.

Kerkhoff said that China’s slowdown was 
necessary in order to implement reforms 
and prevent further issues concerning 
China’s structural problems such as local 
government debt, the real estate bubble 
and overcapacity, which could develop 
into a crisis if not managed properly.

“China’s slowdown and its structural 
transformation, which seems to be 
smooth so far, is a risk factor to be 
monitored. The good news is that the old 
risks related to the Eurozone crisis and the 
US government’s fiscal problems, have 
receded considerably. The recovery in the 
EU is on track, even if it is still not solid 
enough today, and the US recovery is 
strengthening.”

The ‘new normal’ in China
“The steel industry in China is facing a 
‘new normal’ that is even more drastic 
than GDP. Steel demand is expected to 
grow by 1% this year due to a depressed 
real estate sector and the current trend is 
expected to continue into 2015,” Kerkhoff 
said, adding that it reflected the Chinese 
government’s will to push forward with 
the rebalancing of the economy.  

China’s pro-business environment, 
brought about by the new government, 
has brightened the outlook for India’s 
steel industry where apparent steel use is 
expected to increase by 3.4% this year and 
further accelerate to 6% in 2015.

Where China’s slowdown is concerned 
it is thought that the Chinese economy 
will have ‘a soft landing’ as a result of 
government intervention to avert disaster 
following a severe downturn in the real 
estate market, which worldsteel believes 
will recover during H2 2015. 

“In a way the current slowdown in 
China is a reflection of the structural 
transformation taking place now in the 
Chinese economy,” said Kerkhoff. “It is 
unlikely that the investment boom of 
the past will return; instead the current 
slowdown signals the end of an era of 
high growth in China’s steel demand.” 

Steel demand in China, said Kerkhoff, 
will be peaking soon and steel demand 
in the emerging economies will continue 
to grow at a fast speed and gain a rising 
share of investment.

Other emerging markets
Where the emerging markets, excluding 
China, were concerned, Kerkhoff said 
that ‘we saw continued weakness this 

year’ in the shape of a combination of 
factors. “In much of Brazil and India, the 
themes leading to weak growth in 2013 
– continued high taxes and subsidies, 
corruption, a lack of infrastructure, 
elevated inflation and weak profitability – 
are the cause and it is being compounded 
by geopolitical tensions. He said that 
the share of investments in all emerging 
economies was stagnating. “However, the 
reforms taking place in some emerging 
economies, such as Mexico and Chile, are 
encouraging development.” 

In India the outlook is improving thanks 
to the election of a new government 
promising pro-business reforms. In 2014, 
India’s steel demand is expected to grow 
by 3.4% to 76.2Mt, following growth 
of 1.8% in 2013. Structural reforms 
and improving confidence will support 
a further 6% growth in steel demand in 
2015, but elevated inflation and fiscal 
consolidation remain key downside risks.

In Japan, steel demand in 2014 is 
revised upward to increase by a further 
2.3% to 66.8Mt following a 2.1% increase 
in 2013. However, as the positive impact 
of “Abenomics” fades away and with 
another consumption tax hike on the 
cards, steel demand is expected to decline 
by -1.5% in 2015.

In the USA, steel demand is increasing 
by 6.7% to 102.2Mt in 2014, a large 
upward revision, helped by strong growth 
in the automotive and energy sectors. Steel 
demand is expected to increase by 1.9% in 
2015 and in Mexico it is expected to grow 
by 6.9% this year and by a moderate 3.5% 
in 2015.

Poor performers in Latin America
Apparent steel use forecasts in Central and 
South America have been revised down 
with most countries registering negative 
growth and are expected to decline by 
2.4% to 48Mt in 2014 from 4.2% growth 
in 2013. The region’s woes are attributed 
to falling commodity prices and delayed 
structural reforms, which are hurting steel 
demand across the region. Steel demand 
is expected to increase by 3.4% in 2015. In 
Brazil, apparent steel use will contract by 
4.1% in 2014 to 25.3Mt and will rebound 
by just 1.5% in 2015 due to high inflation, 

over-valued currency, high labour costs 
and infrastructure bottlenecks, all of 
which are curtailing investment activities.

Brazil has entered recession and GDP 
growth is expected to be 0.5% this year. 
The current slow down is partly attributed 
to the ending of stimulus, but there are 
deeper roots, said Kerkhoff, and structural 
issues. 

“No significant pick-up is expected 
in 2015,” he added, explaining how 
the economic performance of other 
Latin American countries was ‘mostly 
disappointing’ with unfavourable policy 
development in Argentina and Venezuela. 
“Most Latin American countries expect to 
record negative growth this year, leaving 
Columbia as the lone success story in the 
region,” said Kerkhoff.

 
Eurozone growth
The steel demand outlook for the EU 28 has 
grown by 4% to 145.9Mt after increasing 
by 0.8% in 2013. The improvement 
reflects a pick-up in steel-using sectors 
in most countries, but notably the UK 
and Poland and those countries that 
underwent structural reforms. While 
apparent steel use in 2015 is projected to 
grow by 2.9%, the EU is facing disinflation 
and geopolitical tensions, which threaten 
the continued recovery. Apparent steel use 
in Germany is expected to grow 3.2% to 
39.1Mt in 2014 and by 2.3% in 2015.

“Recent indicators show that the 
recovery [in the Eurozone] is losing 
traction,” said Kerkhoff, but he added that 
reforms in Spain and Portugal have led to 
an economic pick-up thanks to improved 
competitiveness. In France and Italy 
restructuring has been sluggish resulting 
in weak economic activity. 

In Germany, GDP is generally strong 
but exports and business confidence 
are suffering, he said, adding that the 
Eurozone was facing the challenge of 
‘disinflation’. 

Steel demand in Germany rose by 3.2% 
in H1 2014 supported by strong increases 
in steel using sectors, such as construction 
and automotive, which are expected to 
slow in H2 2014. 

“Italy and France, which are lagging 
behind in reforms, are marked by low 
growth rates,” said Kerkhoff, while steel 
demand in the UK is expected to increase 
by 7.7% supported by a strong labour 
market and recovery in the residential 
building sector. Despite the improving 
picture, the recovery is still prone to risks. 
Challenges to the EU’s recovery include 
the threat of ‘disinflation’, the slow pace 
of reform and the impact of geopolitical 
tensions on economic activity.

Portugal and Greece have benefitted 
from structural reforms while Spain 
continues to grow thanks to a strong 
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automotive sector helped by exports. 
Simultaneously, residential construction, 
which has suffered from years of decline, 
has continued to improve. 

“In the EU we expect to see relatively 
strong growth of 4% this year supported 
by growth in most countries including 
Germany, Italy and Spain, the UK and 
Poland. In 2015 EU steel demand will 
continue to grow but 25% below the peak 
level of 2007. 

“The European Central Bank has cut 
interest rates recently and will start 
implementing a limited version of 
quantitative easing. In summary we expect 
a modest pick-up to continue into 2015,” 
Kerkhoff said.

Geopolitical strife
Apparent steel use figures in the CIS have 
been revised down significantly in 2014 by 
-3.8% to 56.9Mt, following 2.8% growth 
in 2013, but is expected to rebound in 
2015 assuming no further escalation of 
the crisis in Ukraine. 

In Russia, the weak trend in steel-
using sectors during the second half 
of 2013 continued, and in 2014 weak 
infrastructure investments, combined 
with geopolitical tensions, constrained 
steel demand and led to growth of -0.5% 
(43.2 Mt). Recovery is expected in 2015 
when growth is expected to reach 1.1% 
(43.7Mt). 

The conflict in Ukraine is a severe blow to 
the country’s economic activity. Apparent 
steel use is expected to decline by -19% 
in 2014 as the crisis has undermined 
investor confidence in the region. CIS 
growth of 1.9% in 2015 is expected, but 
this is assuming that the political situation 
stabilises.

Worldsteel’s current short-range outlook 
assumes that the situation in Ukraine will 
stabilise by the end of this year implying 
considerable outside risks if this does not 
happen, but even under the base scenario 
an immediate rebound is not likely.

In Russia, structural weaknesses and 
geopolitical tensions have led to a decline 
in investment activity and, as a result, 
apparent steel use declined in 2014 but 
will rebound by 1.1% in 2015 on the 
back of economic stabilisation and large 
infrastructure projects. 

In Turkey economic activity is slowing 
this year due to weak domestic demand 
and increased political tensions in 
neighbouring countries, such as Syria and 
Iraq.

Middle East and North Africa
Steel demand in 2014 for the MENA 
region has been revised down due to 
political instability, but is expected to 
grow by 3.3% to 67.6Mt and by 6.6% in 
2015 due to the strength of oil-producing 

countries in the region.
Moderate growth is expected in Africa 

this year, while in the Middle East apparent 
steel use will increase moderately by 2.3% 
in 2014 due to political unrest in some 
parts of the region. Slow improvement is 
expected in 2015. 

Steel demand in Central and South 
Africa will continue to struggle due to 
weakening economies and structural 
issues. 

North Africa’s ongoing political tensions 
continue to dampen economic activity. 
A recovering Egyptian market is driving 
regional steel growth. 

Construction activities in the Gulf Co-
operation Council (GCC) region accelerated 
during 2014 and were underpinned by 
government-driven infrastructure projects. 

Asian slowdown
Steel use in Asia and Australia is expected 
to slow down due to a deceleration of 
steel demand in China, but partly offset 
by a healthy upturn in developing Asia – 
excluding China. Asia accounts for 66% of 
world steel demand. 

Kerkhoff said that apparent steel use 
in South Korea is expected to increase 
in 2014, helped by restocking, while 
the country’s steel consuming sectors 
will remain at a low level. In 2015, 
improvements in production facilities in 
the automotive and construction sectors 
will result in a 1.6% increase in apparent 
steel use. Developed Asia will show an 
increase this year but will stagnate in 
2015. 

NAFTA recovery
In the NAFTA region, after a contraction 
of GDP in Q1 2014, economic activities 
are recovering at a sustainable pace and 
are strengthening housing investment, 
manufacturing and employment in the 
process, according to Kerkhoff.

He said that steel demand in NAFTA 
countries is expected to increase in 
2014 after a decrease last year and is 
supported by a strong pick-up in the 
energy and automotive sectors. The pick-
up in construction is not expected to be 
as strong due to an expected interest rate 
hike. 

There has, in fact, been a large upward 
revision reflecting strengths in the US and 
Mexico. In 2015 NAFTA apparent steel use 
is expected to slow to growth of 2.2%.

Steel demand in the USA is expected 
to increase this year while in Mexico 
construction appears to have bottomed 
out after a difficult 2013. Automotive 
output is strong, helped by deliveries to 
the USA. “This will continue in 2015 along 
with an expected continued improvement 
in the construction industry,” said 
Kerkhoff.

Divergent growth dynamics
Developed economies overall, said 
Kerkhoff, were showing higher growth 
rates that developing economies.

He said that overall apparent steel use 
in the developed economies will register 
over 4% growth in 2014, but will slow to 
1.7% in 2015. Emerging and developing 
economies, excluding China, will grow by 
1.7% in 2014, followed by a rebound of 
4.7% growth in 2015.

“There continues to be strong potential 
for growth in developing markets aided by 
a growing middle class, a relatively young 
population and the need for large scale 
investment,” said Kerkhoff. 

In recent years, he said, there had been 
increasingly divergent growth dynamics 
across the world and no unified pattern 
of steel demand growth within an 
economic growth region. “In the Middle 
East, for example, we see a very divided 
picture between the regions of the GCC 
and those elsewhere experiencing political 
instability,” he said. 

Taking a fresh look
The differing inter-regional economic 
growth dynamics, Kerkhoff suggested, 
means that it is probably time to take a 
fresh look at worldsteel’s conventional 
groupings of regions and economies. 
“This is something the committee will look 
into in future,” he said.  

“Under the current global situation we 
see new risks are emerging from various 
fronts while old risks are receding,” said 
Kerkhoff. “First of all, geopolitical risks 
are prevalent in many places and our 
forecast is based on the assumption that 
uncertainties related to these tensions 
will dissipate. A lack of structural reform 
in emerging economies will make those 
economies vulnerable to external shocks.” 

Kerkhoff warned delegates that the 
global steel industry faces a period of low 
growth and high volatility with new risks 
emerging from developing economies 
and low steel demand due to a lack of 
significant growth engines. 

“Low growth might be the ‘new normal’ 
until the emerging economies pick up,” he 
concluded. t
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