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Key Point Summary of Steel and Iron Chapter

1. Analysis of industrial dynamics

According to data released by the World Steel Association in April 2023, global
steel surface consumption in 2022 was 1.78 billion metric tons, down 3.2% from 2021,
affected by factors such as intensifying global inflation, the unresolved
Russia-Ukraine war, and China's real estate recession. In terms of changes in demand
in individual regions, in addition to Africa and the Middle East, the euro area, North
America, Central and South America, Asia and Oceania all showed declines.

Looking forward to 2023, many adverse factors will continue to influence, but in
balance with positive factors such as the haze of the epidemic and the recovery of
demand, it is estimated that steel demand will gradually recover in 2023, which is
expected to grow by 2.3% to 1.82 billion metric tons. Affected by the slowdown in
global steel demand, Taiwan's crude steel production in 2022 was 20.792 million tons,
down 10.5% from 2021. The overall production capacity accounts for about 1.1% of
the global total, ranking 12th, with a self-sufficiency rate of 76%. In terms of
equipment capacity, blast furnace steelmaking accounted for 60.5% and electric
furnace accounted for 39.5%. In terms of products, the production of ordinary steel is
the mainstay, accounting for 95.7% of the total output, and special steels account for
only 4.3%. In response to the shrinking global demand, Chinese manufacturers have
adjusted production capacity and reviewed inventory profiles to reduce losses. With
favorable factors such as the lifting of epidemic lockdowns and the strong promotion
of infrastructure construction in Southeast Asia and other places, overall demand may
resume growth in 2023.

Key downside risks to future steel demand include: tighter monetary policy in the
United States, which could have a partial negative impact on emerging economies;
The decline in Chinese and the transformation of economic growth mode will slow
down the contribution rate to the growth of global steel demand, and global steel
demand will depend on Asian economies with less growth space in the future. It is
worth noting that while China's contribution to global steel demand growth is
decreasing, decarbonization investments and active emerging economies will
increasingly contribute to global steel demand growth.

2. Analysis of major issues

The first is the impact of the Russian-Ukrainian war on China's steel industry.
Russia and Ukraine are one of the main import markets for Taiwan's steel, from the
perspective of steel imports from Russia in 2022, the top three steel types are steel
embryo semi-finished products, strip steel and hot-rolled steel coil strip (accounting
for more than 80% of the proportion), and the import items are quite concentrated. It
is suggested that Taiwanese companies can reduce the impact of the unresolved
Russia-Ukraine war on the supply chain of steel and related materials by seeking
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alternative sources, reducing exports, investing in low-carbon smelting process
technologies, and deepening the use of scrap resources.

The second is the impact of the net-zero carbon reduction trend on Taiwan's steel
industry. Under the trend of net-zero carbon reduction, carbon reduction in the steel
industry is imperative. Worldsteel advocates three parallel paths: (1) improving
material efficiency and circular economy; (2) Develop high-quality low-carbon steel
products to promote the low-carbon transformation of the industry and (3) reduce the
carbon emissions of the steel industry itself.

Due to the different maturity of the required technologies, it is advisable to adopt
short- and medium-term transition technologies to assist the low-carbon
transformation of the steel industry, such as the use of hydrogen-rich gases such as
natural gas to replace coal, the use of bioenergy as a reducing agent, and promote
long-term mainstream technologies, such as hydrogen ironmaking combined with
green electric furnace steelmaking technology. In terms of the impact of CBAM, most
of the domestic upstream steel plants have completed carbon emissions and some
product footprint inventory, but the middle and downstream steel industry and
steel-using industry, most of which are small and medium-sized enterprises, lack the
energy of carbon inventory.

Regardless of the scale, manufacturers are bound to face the test of carbon
inventory, it is recommended to improve the relevant mechanism design and
technology investment planning as soon as possible to help the industry quickly
integrate with the world, and then match the operational needs for resource allocation
and inventory planning to reduce the impact of domestic and foreign carbon fee
collection on subsequent operations.

3. Conclusion

In 2022, due to high inflation, high interest rates and the repeated impact of the
new crown pneumonia epidemic, global steel demand contracted. Looking forward to
2023, although adverse factors will continue to have an impact, global steel demand is
expected to recover by 2.3% to 1.82 billion tons under the balance of positive factors
such as demand recovery. The Russian-Ukrainian war is in the ascendant, and it is
recommended to actively seek alternative sources, layout low-carbon smelting process
technology and deepen the use of scrap resources to reduce the impact of international
conflicts on Taiwan's steel import market. Regardless of the scale, manufacturers are
bound to face the test of carbon inventory, it is recommended to improve the relevant
mechanism design and technology investment planning as soon as possible to help the
industry quickly integrate with the world, and then match the operational needs for
resource allocation and inventory planning to reduce the impact of domestic and
foreign carbon fee collection on subsequent operations.
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B R AR : World Steel Association(Worldsteel)
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