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Steel timeline: a new era approaches

Global apparent steel consumption, Mt
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From a profitability perspective, the global steel industry is
performing well today

Global steelmaking profitability, % EBITDA
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Data: CRU Steel Cost Review: Note: EBITDA margin average of China, Europe and N. America regions.
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Chinais driving the current upturn

Chinese costs and domestic and export HR coil prices, $/t Chinese costs and domestic and export rebar prices, $/t
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Chinese crude steel production is not at record high levels,
only reported production is...

CISA average daily crude steel production, Mt/m Chinese crude steel production, Mt/m
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Data: CRU, CRU Crude Steel Market Outlook.
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China supply reform: capacity utilisation has improved
remarkably

LHS: production and capacity of crude steel, Mt
RHS: capacity utilisation, %
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Data: CRU Capacity Database, CRU Crude Steel Market Outlook.
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Steel demand will continue to expand over the medium-
term...but the majority of growth is outside China

Change in apparentfinished steel demand, 2021 vs. 2016, Mt
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Data: CRU Crude Steel Market Outlook.
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Supply reform in China will ensure that profitability in the
domestic market will remain elevated...

x-axis: capacity utilisation of the Chinese steel sector, 2007-2016, %
y-axis: profitability of the Chinese steel sector, 2007-2016, notional EBITDA margin, %
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...and strength of the domestic market is a key determinant
of propensity to export

x-axis: profitability of the Chinese steel sector, 2010-2016, notional EBITDA margin, %
y-axis: steel exports as a percentage of steel production, 2010-2016, quarterly, %

Outlier data (2014), significant cost
advantage due to high scrap prices
and strong US market lifted exports.

~ | Green data pointrepresents April,
| May, June period for profitability and
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(25)% (20)% (15)% (10)% (5)% 10% 15% 20%

Data: CRU Steel Cost Model, CRU Crude Steel Market Outlook, IHS.
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Heating season restrictions: large production cuts could lift
Chinese steel prices and lower exports further

Hot metal capacity and production during the heating season, annualised, Mt
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Data: CRU Crude Steel Market Outlook.
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Supply side restrictions have led to sharp increases in the
graphite electrode price
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Supply side restrictions have led to sharp increases in the
graphite electrode price
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Operating at close to coke production was Very little incre_ase N
100% capacity sold to battery demand (despite some
manufacturers this year. market commentary to the
contrary)



CRU muilti-client study:
https://www.crugroup.com/knowledge-and-
insights/spotlights/global-graphite-electrode-
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Impact more likely on cost, rather than production. Market
study currently being undertaken

Graphite electrode representative price, $/t Graphite electrode cost input to steelmaking, $/tls
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...but we believe the majority can be absorbed within the
Chinese steel sector, certainly up to 2030

Crude steel, hot metal production and implied scrap availability, Mt
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Data: CRU Long Term Steel Outlook, CRU Metallics Market Outlook.
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Changes to cost competitiveness will open up opportunities
for some steelmakers

Change in costposition, 2017-2020, BOF only, $/tls Exchange rate, 2017-2021, local currency vs. US Dollar,
2017 Q4 =1.00, index
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Data: CRU Steel Cost Model. Data: CRU Industrial and Economic Outlook.
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Conclusions

The steel industry has entered a new era:
» Chinese supply-side reform has transformed the fortunes of the global steel industry.

In the medium-term, steel demand outside China is forecast to grow:
» coupled with lower volume/higher priced exports from China, profitability of the steel
sector should sit at sustainably higher levels.

There are risks and opportunities:
« operating at high capacity utilisations will introduce price volatility.
» additional ‘heating season’ controls are likely to exacerbate price volatility.
» constrained supply of electrodes limits the sector’s ability to respond to supply shocks.

« scrap generation in China will impact on bulk raw material and scrap pricing.

« exchange rate and raw materials exposure will shift underlying cost competitiveness,
but trade friction is likely to diminish.
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About CRU

CRU's reputation with customers across mining, metals and fertilizers is for integrity,
reliability, independence and authority.

CRU's insights are built on a twin commitment to quality primary research and robust,
transparent methodologies.

CRU invests in a global team of
analysts, the key to gaining a real
understanding of critical hard-to-reach
markets such as China.

We strive to provide customers with the
best service and closest contact —
flexible, personal, responsive.

CRU’s office locations

CRU - big enough to deliver, a high quality service, small enough to care about all our
customers.
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