Alloy and Stainless Steel Industry
Global Dynamics and Strategic Issues




e Sliding down the super-cycle or just
catching a breath?

e Steel prices have come crashing down.

e Stainless steel consumption demand has
fallen. Prices weak.

e Alloy steel looks vulnerable.
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SDPUSS | consumptio | POPU | ODPS | CLOD,
Nominal n 000 Millions Capita fon.

tonnes kg/capita

USA 12,486 2,022 297 421 6.8
UK 2,201 234 60 36.6 3.9
Japan 4,571 2,136 128 35.8 16.7
Canada 1,130 275 32 35.1 8.5
Germany 2,797 1,410 82 33.9 171
France 2,106 428 62 33.7 6.9
Italy 1,766 1,386 58 30.5 23.9
Spain 1,127 507 41 27.2 12.3
South Korea 793 1,015 438 16.4 21.0
Taiwan 364 982 23 15.1 42.9
Mexico 768 195 105 7.3 1.9
Russia 766 260 143 5.4 1.8
Brazil 793 260 184 4.3 1.4
South Africa 239 149 47 5.1 3.2
Thailand 169 206 65 2.6 3.1
China 2,225 5,580 1,307 1.7 4.3
India 775 1,200 1,086 0.7 1.1
Total of Above 35,059 18,245 3,769 9.3 4.8
ﬁ]’;ﬁg‘ding China & 32,059 11,465 1,376 23.3 8.3
G7 27,058 7,891 720 37.6 11.0

Year 1995 | 2005 | 1995 2005
Stainless 000t | 000t | Share% | Share %
Production

China 432 3,185 3 13
S. Korea 704 2,278 4 9
India 560 1,550 4 7
Taiwan 498 1,516 3 6
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Origin Destination
NAFTA |Latin Westem |Easten [Mdde  |Afica  |Asia Chers  |Totd
Arerica |Buope  |Brope  |East

NAFTA 3R21 22 1304 22 4.1 08 97.1 1.4 6201
Latin America 2.8 51.1 37.8 122 38 6.3 3H3 oq 177.3
Western BELrope 666.3 1081 596700 544.3 %69 78 7611 41| 827250
Eastem Burope 7.8 03 1658 896 26 0.2 4 0§ 2708
Near/Mdde East * 25 0 23 1.4 na 0 25 0.3 91
Africa o2 g 1392 125 219 1.3 2197 1.4 5059
Asia 39 61.7] 887 1157 12009 5071 3930.10 89 560820
Cthers 0.3 0.2 05 0 0 0.1 1.5 23 49
Tota 151980 2516 73130 7774 2502 1566 5051.90 131.1] 1546880
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Alloy steel demand depends hugely on the
growth of the manufacturing sector.

It faces a substitution threat from carbon steel
in the non-OEM products segments.

Alloy steel consumers are either large players
or organised to a cartel commanding massive
‘pricing power’.

Whereas the alloy steel producers face a
volatile market for their inputs, such as scrap,
ferro-alloys, DRI and have no control over
them, are forced to accept buyers’ prices.

This is why the alloy steel producers can
neither hope for windfall ( when the time is
good ) earning stability ( when the production
costs rise).

Product development efforts have often been
marred by instability in contracts for long
term supply. This has reduced risk bearing
capacity of the alloy steel industry.

Most players, therefore, are confined to the
lower end of the product with the bulk of the
high end alloy steel products being imported.

60% of the alloy steel is produced in
EAF units.

Despite low wage rates and abundance
of labour, the industry faces shortage of
skill. Skill development costs have
fallen on to the industry.

India’s exports are largely to
developing nations. Bulk of the
consumption demand originates in the
quality sensitive developed country
markets.

The industry needs some space for
product development, improve
management and move to higher scale
of production to become global players.

For that, the industry needs a
favourable fiscal environment and
support ( also patience ) from the user
industries.
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Imports of Stainless Steel into India 2005 ( tonnes)

Exports of Stainless Steel from India 2005 (tonnes )
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Stainless steel production growth in India was steered by the demand for
utensils. The share of this has been on the fall continuously in the past years.

New market development efforts have exhibited enormous potential now
outside of this sector. Commercial housing, public utilities and infrastructure
have the most potential now, especially for flat products.

Use of stainless steel rebars, fasteners and miscellaneous engineering
applications have potential for long products.

New demand opens up opportunities for state of the art production at global
scale.

Greenfield projects are few : brownfield expansions have been on traditional
line.

Foreign investments have been focused on value addition only.
Integrated projects faces financial risk due to excess global melting capacity.

The Indian producers may remain confined to the lower end of the product in
integrated operations and add finishing facilities from imported semis.

Export potential of India’s stainless steel may also be hurt in the short term.



e China accounts for the bulk of the imports of
stainless steel from India now.

e China and the Middle East offer the best potential
for exports.

e Lower prices of nickel will help Indian producers.

e Lower stainless steel prices will help expand
market. Demand for stainless steel 1s highly price
elastic.
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