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Abstract for Emerging Market for Steel -- Malaysia

<<Market>» >

®Due to the relatively smaller production scale,

the quality and price competitiveness of]
Malaysian steel industry is lower. Although
there is an increase in domestic demand, the
production of crude steel has been declining.
The imported steel has posed great
competitive pressure for Malaysian steel

industry.

®@In 2014, the total steel production was 7.544

million tons and increased by 0.72% relative
to 2013. Although the production of shape
steel, steel bar and wire rod has decreased,
plate steel has had the positive growth in

production.

® Due to the weak demand for construction,.the

steel consumption in 2014 had a small growth
of 2.2% and reached 10.227 million tons. In
2014, the consumption for long bar steel was
about 6.339 million tons and increased by
13.0% relative to 2013; the consumption of]
plate steel was 3.888 million tons and

decreased by 11.6% relative to 2013.

(®Malaysia is a trade deficit country of steel

products, which imported a total of 6.722
million tons of steel billet semi-finished
products and steel materials and exported
1.618 million tons in 2013, with a net import
of 5.104 million tons. Its import has been

increasing in recent years.

@In recent years, the conflicts between the

®@In October 2013, the signing of stakeholder

®@In August 2014, the China Guangxi Shenglong]

< <Manufacturers» »

up-stream and down-stream manufacturers inl|
Malaysia have been aggravated. While the
down-stream manufacturers tend to support]|
the trade liberalization, hoping for the
reduction of import tariffs and the loosening]

of restrictions such as import/export permits,

the up-stream steel smelting manufacturers|
request the government to impose restrictions|
on imported steel. In September 2010, 9 steel
manufacturers in Malaysia announced the]
establishment of Malaysia Steel Associatio

(MSA) and separated from Malaysia Iron an:"
Steel Industry Federation (MISIF).

contract =~ was completed for Sakura
Sdn., a

ferromanganese alloy factory with joint

Ferroalloys Malaysian
venture of China Steel Corporation, Assmang
(South Africa) and Sumitomo Corporation
(Japan). Not only does it ensure the sable
supply of ferroalloy, it also reduces the cost

of raw materials effectively.

Metallurgical Co., Ltd. and Northern Harbor
Company invested 1.4billion USD in building]
an integrated steel factory at MCKIP. The
factory has an annual production of 3.5
million tons and is one of the stepping stones||
for China’s steel industry to advance into the
ASEAN market.
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©® With housing and public facilities becoming

® Malaysian steel market is about at the later

< <Products and Applications> >

widely available, steel used for construction is
gradually saturated. As for the manufacturing
industry, the Malaysian industrial structure has
been adjusted and transformed in recent years,
and the percentage of the manufacturing
industry shows a mild decreasing trend. The
economic structure put less emphasis on the
manufacturing industry and this trend is

disadvantageous for steel demand.

growth stage for steel demand growth period.
The industries using steel are mostly the
construction industry that involves electric
furnace production process, uses mainly long
bar steel and does not have economies of]
scale. Hence, the future of this industry is still
full of challenges.

©Currently, the

© Currently, with severe global excess capacity

<<Industry Foresight> >

average per capita stee
consumption in Malaysia is more than 330kg,

This is greater than the global average,

belonging to the middle/upper levels,
However, based on the development|
experience of developed countries, the

average per capita steel consumption ca
increase with increasing GDP, but it stil
depends on whether there is the prosperous

development in the steel-using industries.

and continuous _trade liberalization, how to
deal with. competition from international
steel industry has become a serious issue for

Malaysian steel industry during its growth.
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®Overcoming non-tariff and tariff trade barriers: For non-tariff barriers,
countries like Malaysia implement national standard inspection for steel
products, which is disadvantageous for our steel export, but can still be
overcome the manufacturers themselves. For the tariff barriers, since ASEAN
Plus Three Cooperation has been formed, in the competition with major rival
countries such as China, Japan and Korea, the situation is disadvantageous to
Taiwan, but more advantageous to our rivals. If the tide cannot be turned, it
will hurt our manufacturers in the long run. Therefore, this requires active

efforts from the government.

®Being close to the market and responding to customers’ demand rapidly:
ASEAN market has a bigger steel supply gap and is the biggest steel import
market in the world. Facing the competition from major rival countries, our
steel industry must be close to the market, enhance pre-sale and after-sale
services and build stable long term collaborative partnership with major steel
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customers.

©®Laying out in the ASEAN market through collaboration with the down-stream|
steel using industries in pursuit of mutual benefit and common prosperity: The
main steel using industry in Malaysia is still the construction industry, and the
development of down-stream high intensity steel using industries are still
lacking. It will help the territory expansion of the steel industry to collaborate
with down-stream industries for mutual benefits by bringing the Taiwanese
resources to inyest in Malaysia or encouraging the domestic Malaysian|

manufacturers to form alliances.
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