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Statement from Risaburo Nezu, Chairman of the OECD Steel Committee  

The Committee: 

 discussed the slowdown of global steel consumption and production observed over the past 
several months; 

 discussed the slower growth expected for the global steel market in 2012, rising capacity for 
steelmaking and the risks related to these prospects; 

 noted the recovery in steel trade, which is now close to its pre-crisis peak, and voiced some 
concerns about various forms of unfair trade in steel that can potentially create trade frictions 
amongst countries;  

 noted the recent easing of steelmaking raw material markets but highlighted the challenges in 
this area notably those related to rising mining costs, trade restrictions, and potential supply 
disruptions;  

 highlighted the mutual interest in policy approaches to support open markets for steel and 
steelmaking raw materials; and 

 discussed the role of state-owned enterprises in the steel industry and indicated its interest in 
continued work in this area, in the context of OECD work on competitive neutrality and cross-
border trade effects. 

 

Global steel demand and production has slowed significantly 

World steel demand growth began to slow towards the end of 2011 in line with the global economic 
slowdown. Global steel demand growth fell sharply in the first quarter of 2012, to a yearly rate of only 
0.6% from 9.0% in the third quarter of 2011, according to figures from the Commodity Research Unit 
(CRU). Asian steel demand, which accounts for two-thirds of the world total, has led this development, 
with growth slowing from 10.7% in the third quarter of 2011 to 2.0% in the first quarter of 2012. In 
China, steel consumption increased by only 2.5% in the first quarter of 2012, according to data from 
CRU, reflecting a lower growth of fixed asset investments and shrinking steel demand of downstream 
industries. In Japan, steel consumption contracted for the fourth quarter in a row, with the impacts of 
the March 2011 earthquake still weighing on the country’s steel demand. A notable development has 
also been the divergence between steel demand in Europe and in the United States, with the former 
experiencing strong declines recently in consumption while the U.S. continues a slow and modest 
recovery.  

The weaker growth in global steel demand in late 2011 and early 2012 is associated with a more general 
slowdown in industrial activity. As in the case of steel, industrial production growth rates in the euro 
area and in the United States have been diverging since September 2011, with the euro area posting 
significantly weaker growth. Other developments that have dampened global steel demand growth 
include weak activity in construction in developed countries, which is estimated to have remained 
almost stagnant in 2011, though this marks an improvement from the declines in activity observed for 
several years prior. Concerns were raised that despite slowing demand new steelmaking capacity 
expansions are anticipated. 



The first quarter of 2012 saw world steel production reach 1507 million metric tonnes (mmt) in 
annualised terms, representing only a 1% increase from the same period in 2011. Global steel 
production has been slowing continuously over the past half year, from a rate of 10% in the third 
quarter of 2011 and 3% in the fourth quarter. Notably, China, which accounts for nearly 46% of world 
production, has also experienced a significant production slowdown, with annual growth falling from 
10% in the third quarter of 2011 to only 2.5% in the first quarter of 2012. 

The short-term market outlook points to weak growth with some improvement in 2013 

According to the latest OECD Economic Outlook, released on the 22nd of May 2012, the global economy 
is growing, but growth rates are declining in many countries. The recovery remains fragile, extremely 
uneven across different regions and could be derailed by the crisis in the euro area. GDP growth across 
the OECD is projected to slow from an annual rate of 1.8% in 2011 to 1.6% in 2012, before recovering to 
2.2% in 2013. Activity remains strong in most emerging-market economies, but policy challenges vary, 
with inflation acting as a drag on real incomes in some, while it remains subdued in others. 

According to the World Steel Association, world apparent finished steel use is expected to increase by 
3.6% in 2012 and by 4.5% in 2013, following growth of 5.6% in 2011. In 2012 and 2013, steel demand in 
developed economies is expected to grow at a lower rate than in emerging economies. The World Steel 
Association expects Chinese steel demand to grow by 4.0% in 2012 and 2013, close to the world 
average. Steel consumption growth in emerging and developing economies is expected to be driven by 
Africa, Central & South America and Other Europe where growth rates are expected to be 10.9%, 6.8% 
and 6.2% in 2012, respectively. Steel demand in the EU is expected to decline by 1.2% in 2012 compared 
to an increase of 5.2% for NAFTA. These forecasts were proposed several months ago and recent 
economic developments have increased downside risks. 

Trade 

World steel exports have returned to levels not far below those seen before the crisis. The combined 
tonnage volume of steel exports from the ten largest exporting economies in 2011 reached 257.1 million 
metric tonnes (mmt), representing an increase of 6.1% relative to 2010. In 2011, China became the 
world’s largest steel exporter again for the first time since 2008. Some regions have experienced 
significant changes in their steel trade balances (in tonnage terms). NAFTA’s external steel trade deficit 
increased sharply in the second quarter of 2011, but then eased gradually though it remained at high 
levels. In 2011, the EU shifted from being a net importer in the first half of the year to a net exporter in 
the second half, as steel demand conditions weakened in response to weak economic activity.  

There are continued concerns about unfair trade in steel, including dumping and subsidisation, but also 
other forms of unfair trade that can create trade frictions amongst countries. Over the recent past, the 
global steel industry has been affected by a number of non-tariff measures such as restrictive import 
licensing and technical barriers to trade such as certification requirements on steel products. The 
number of new trade remedy investigations has increased somewhat during the past few years, with 
emerging economies continuing to account for many of the new trade remedy cases in 2011-12.  

Raw material markets have eased 

In the first half of 2011, the fast pace of steel production growth and raw material supply disruptions led 
to tight steelmaking raw material markets. In September-October 2011, raw material markets eased 
significantly and prices declined, as global economic growth expectations weakened and sentiment in 
the steel market deteriorated. Scrap prices, on the other hand, remained relatively high at the end of 



2011, reflecting the fact that scrap-intensive EAF production held up better than BF/BOF production. In 
the beginning of 2012, iron ore and coking coal prices stabilised at levels observed towards the end of 
2011, with the price-dampening effects of weak steel production growth being offset by heavy rains in 
Australia and Brazil that disrupted supply of raw materials.  

While steelmaking raw materials are not scarce in the physical sense, market factors and restrictive 
policies can cause significant supply disturbances for steelmakers in the short to medium term. Concerns 
were expressed about export restraints on scrap and other raw materials. Export restrictions raise a 
number of concerns amongst countries, particularly since a number of economies have introduced 
export restrictions simultaneously across a variety of raw materials. Since most steel-producing 
economies are dependent on imports of at least some of these raw materials, the net outcome for the 
industry can be negative even in countries that apply the restrictions. 

Current investment projects suggest that more than 814 million metric tonnes of new iron ore 
production capacity is planned to come on stream between 2011 and 2013. Most of this new capacity is 
planned for Oceania, Latin America and Africa. Most of the planned coal projects will take place in 
regions where is coal is mined today, particularly in North America and Australia. Mining and exploration 
are nevertheless becoming increasingly difficult and complex. Mines are being found and developed in 
areas that are further away from regions with high demand, and often these locations lack 
infrastructure. 

State ownership in the steel industry 

State-owned steel enterprises have been, and continue to be, prevalent in some economies. State 
ownership is raising concerns about the transparency of how such enterprises operate and how they are 
managed, as well as the possible competitive advantages they may enjoy. However, in the past state 
involvement has sometimes been seen as a catalyst for needed rationalisation and consolidation of the 
industry. The Committee discussed the role of state-owned enterprises in the steel industry and 
expressed its interest in continuing work in this area, as part of a broader OECD effort on competitive 
neutrality and cross-border trade effects, which will involve a dialogue on policies by home and recipient 
countries related to state-controlled enterprises’ international trade and investment, to promote a level 
global playing field, to fight protectionist practices and to support growth and development.  

 

 


