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FHE - AARR 2021 FEKAFMERKE  REHESARRBAE @ 2022 FEES
B SIREBONBERER  BERUREYRRAZE EASAR  ZIKERBER
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Summary of Stainless Steel

I. Analysis on Industry Dynamics:

The global stainless steel industry declined in 2022 due to factors such as weak
end demand and inflation. Global crude stainless steel production in 2022 was
approximately 55.26 million tons, a decrease of 5.2% from the previous year. The
countries with the largest declines were focused in Europe, especially France and
Spain. The country with the largest output in the world was China, whose crude
stainless steel output reached 31.975 million tons in 2022, accounting for 56% of the
global total. As for the apparent consumption, compared with the global demand for
stainless steel in 2021, the apparent consumption increased significantly in 2022. Due
to factors such as the Russo-Ukrainian War, which triggered a European energy crisis,
and the sharp rise in the cost of energy and raw materials, the global supply chain has
been sluggish due to terminal market demand ever since Q3. In 2022, the growth rate
of apparent consumption of stainless steel products dropped sharply, from 10.9% in
the previous year to -0.6%; the growth rate of apparent consumption of cold and
hot-rolled stainless steel coils dropped to negative values. The total output of stainless
steel billets in Taiwan was 783,000 metric tons in 2022, and the apparent consumption
was 956,000 metric tons. Although domestic demand for construction steel is still
stable, with the moderate growth of export orders for custom downstream applications,
development of this industry has found support; still, it is affected by high global
inflationary pressure and weak economic recovery in Europe and the US. In 2022,
domestic demand for stainless steel billets dropped by 16.87% compared with the
previous year. Import dependence continues to be affected by the import of low-priced
steel billets from China and Indonesia; import dependence has grown by more than
10% for the third consecutive year. In addition, in 2022, Taiwan's production of cold
and hot-rolled stainless steel coils, stainless steel pipes (including welded pipes and
seamless pipes), rims, and straight bars will all decline.

1. Key Issue Analysis: Under the trend for net-zero emissions,
the stainless steel industry is driven down the road to net-zero
transformation

The European Union has confirmed that it will test run its Carbon Border
Adjustment Mechanism (CBAM) from October this year. If stainless steel products
manufactured in Taiwan in the future are to be exported to European countries, they
must declare and purchase the corresponding CBAM certificate and pay the carbon
border tax. Therefore, the net-zero transformation has become an important
international industry consensus. For supply systems, the implementation of carbon
reduction is urgent. Many benchmarking companies and brand companies have
declared net-zero goals and requested that suppliers to implement carbon reduction.
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Stainless steel is already a 100% recyclable metal in the global metal industry. Its
current global recycling rate is about 80%. Most upstream manufacturers have adopted
Electric Arc Furnace (EAF) to produce stainless steel. In addition, the use of scrap
stainless steel, renewable energy, and integration of imported energy resources are all
commonly seen and commonly implemented carbon-reduction strategies in
international industry.

Taiwan has a complete stainless steel industry chain. Its upstream stainless steel
mills mostly use purchased electricity and natural gas as the bulk energy source.
Therefore, improving the efficiency of electricity consumption is one of the key
carbon reduction strategies for the industry. In addition, all stainless steel industry
operators in Taiwan have set up energy-saving organizations and invested in
energy-saving plans to reduce carbon emissions per product unit; they also cooperate
with government industry departments to participate in voluntary GHG reduction
plans. By combining external unit inspection and regular internal self-tracking, it is
hoped that the unit energy consumption can be improved and the negative impact on
the environment can be reduced. All operators have moved towards net-zero carbon
reduction through multi-pronged strategies such as process improvement, energy
conversion, and circular economy.

I11.Conclusion

Taiwan's stainless steel industry continues to be affected by geopolitical tensions
in the global economy. It is suggested that the industry continue to pay attention to
changes in international politics, energy prices, and raw material costs. At the same
time, attention should be paid to the development of high-value stainless steel grades
in niche markets and the development of innovative downstream applications to
mitigate the impact of changes in the global market.

In terms of carbon reduction technology, the industry still needs to continue to
invest in energy-saving and carbon-reduction practices in order to deal with the
subsequent CBAM regulations in European countries and the carbon emissions
declaration mechanism. It is suggested that the industry strengthen monitoring and
control of CO2 and carbon emissions, and establish a more accurate monitoring
system to ensure that companies can track the carbon emission data of their factory
areas both timely and accurately. In addition, investing in R&D of low-carbon process
equipment and construction methods, such as new high-efficiency electric furnaces,
energy recovery technology improvements, and low-carbon fuel alternatives, can help
companies reduce their carbon emissions and improve energy efficiency. The
application of these technologies can not only reduce operating costs of companies,
but also improve their competitiveness while contributing to global carbon-reduction
goals. Therefore, it is suggested that the industry continue to invest in the
development of low-carbon process equipment and construction methods; and that it
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promote the exchange of technical information within the industry to accelerate the
industry’s net-zero transformation.

In summary, there are still many opportunities and challenges for the global
stainless steel industry while it faces weak market demand and the pressure to reduce
carbon emissions. Industry operators should continue to pay attention to market
changes. They should also increase the added value of their products through
technological innovation and upgrades to increase market share. At the same time, the
industry should also proactively invest in the development of low-carbon process
equipment and construction methods to reduce carbon emissions and improve energy
efficiency; and that it promote the exchange of technical information within the
industry to accelerate the industry’s net-zero transformation..
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