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OECD Steel Committee reflects on slower growth and excess capacity in global steel markets  
Statement from Risaburo Nezu, Chairman of the OECD Steel Committeei 

 
The Committee:  

 discussed the prospects for improved growth in the global steel demand;  

 exchanged views on the problems and risks posed by global crude steelmaking excess capacity; 

 noted lower global steel trade, growing steel trade imbalances and steel trade frictions; 

 discussed future steelmaking raw materials supply-demand balances; and 

 highlighted the importance of energy markets for the steel industry; 

 
The global steel market demand recently enjoyed a brief uptick 
 
Global steel consumption growth has moderated, from a year-on-year rate of 5.4% in the last quarter of 
2012 to 4.2% in the first quarter of 2013, according to data from the Commodity Research Unit (CRU). 
However, growth in the beginning of 2013 was still higher than the 1.7% recorded in the third quarter of 
2012. The relatively higher steel consumption growth rates seen in the last quarter of 2012 and the first 
quarter of 2013 reflect an increase of apparent steel consumption in China, whereas steel consumption in 
the rest of the world decreased. 
 
In the first quarter of 2013, global steel production reached 1,554 million metric tonnes (mmt) in 
annualized terms, representing an increase of 2.3% compared to the first quarter of 2012. Chinese steel 
production increased by 9.1% year-on-year in the first quarter of 2013, reaching a new all-time high of 
767 mmt in annualized terms. In the world excluding China, steel production was 787 mmt, in annualized 
terms, in the first quarter of 2013, down 3.7% compared to the same period in 2012. 
 
Industrial production in advanced economies posted weak growth in 2012, linked to the contraction of 
industrial activity in the euro area and in Japan. Industrial production growth in emerging economies has 
also been slowing in 2012, but remained at relatively strong levels. Construction growth in advanced 
economies accelerated slightly in 2012. In emerging economies, growth in construction activity decreased 
to 4.7% in 2012 from 5.8% in 2011, driven by slower activity in China, Brazil and Russia. 
 
The short-term market outlook points to modest growth of 3-4% for the coming quarters 
 
According to the most recent Short Range Outlook released by the World Steel Association in April 2013, 
world apparent finished steel use is expected to increase by 2.9% in 2013 and by 3.2% in 2014, following 
a growth rate of 1.2% in 2012. In 2013, apparent steel use is expected to increase by 0.4% in developed 
economies, which would be a slight improvement following a demand contraction of 1.9% in 2012. In 
emerging markets, apparent steel use is expected to grow by 3.9% in 2013, with Chinese steel 
consumption rising by 3.5%. In Africa, Central and South America, and the regional aggregate Other 
Europe, growth rates in 2013 are expected to be 8.1%, 6.2% and 6.1%, respectively. 
 
Leading indicators suggest that the yearly growth rate of global steel production might accelerate slightly 
from 2.3% in the first quarter of 2013 to 3-4% in the second and third quarters of 2013. They also point to 
moderating pace of contraction in EU steel production, from -6% in the first quarter of 2013 to -3% in the 
second and third quarters of 2013.  
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According to forecasts from IHS Global Insight, the average yearly growth rate of global steel 
consumption would be 3% to 4% for the period 2011-2020. Because of weak growth over the next seven 
years, apparent steel use in the European Union and Japan is still expected to be significantly below pre-
crisis peaks in 2020. Growth in Chinese apparent steel use is expected to slow significantly from an 
average growth rate of 11% between 2006 and 2010 to 3-4% between 2011 and 2020.  
 
Excess capacity is one of the biggest challenges facing the steel industry today 
 
The steel industry’s economic performance has declined significantly since the global economic and 
financial crisis, with the steel industry ranked amongst the least profitable industries in most economies. 
Some companies are facing these conditions more successfully than others, but no firm seems completely 
immune to the systemic strains facing the industry at this time. A high level of excess capacity is a major 
cause of the industry’s weak financial performance, and is threatening the viability of many firms. With 
investment projects continuing to increase in a number of economies while steel consumption growth is 
anticipated to remain moderate, the global imbalance will continue to pose risks for the industry for the 
foreseeable future.  
 
The Steel Committee discussed the main factors that contribute to the capacity imbalance, including 
market downturn, government interventions and other market-distorting practices, and concluded that 
governments and industry will need to work together to address the near- and long-term issues 
associated with excess capacity in a comprehensive manner. The Steel Committee agreed to continue to 
examine the issue of excess capacity in global markets and the role that government policies may play in 
that regard. 
 

Open markets for steel are crucial for the health of the industry 
 

Many of the factors that contribute to excess capacity are also increasing the likelihood of trade frictions 
in steel. Subsidies and government support measures that promote investment in steelmaking facilities or 
sustain companies in distress that would otherwise shut down are a major source of trade friction. 
Subsidies that encourage steelmakers to keep production running at high levels, even under weak market 
conditions, have had significant effects on trade, with unfair trade practices such as dumping resulting in 
injury to the industries of other economies.  
 
Export restrictions on raw materials and the increasing use of non-tariff measures in steel are also major 
sources of trade distortions. Steelmaking raw materials are the target of most export restrictions used 
around the world, and these restrictive policies can exacerbate overcapacity of steel plants in economies 
that impose them and tend to hinder fair competition in global steel markets. Since the financial crisis of 
2008, the use of non-tariff measures have increased in a number of economies, often with a protectionist 
objective in mind. The Committee agreed to continue collecting information on these measures, where 
they are being implemented, and the potential problems they create for steel trade. 
 
The increasing presence of state-owned steel enterprises is a notable trend occurring in the global steel 
industry. Steel policymakers are interested in the possible trade distortions that may arise if state-owned 
enterprises (SOEs) benefit from government-provided advantages at the expense of private steel 
producers who compete with them in global markets. There is a need for increased transparency 
regarding the behaviour of SOEs, particularly with respect to the regulatory advantages, subsidies or 
other benefits that they may receive. 
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Government and industry participants noted the need for co-operation from all major steel-producing 
economies to address these and other government interventions that are major sources of trade friction 
in steel. Efforts in this direction could help reduce the extent of excess capacity and minimize the 
recurrence of past cycles of trade disturbances and remedial trade actions.  
 
 
Steel Committee’s delegates discussed future steelmaking raw materials supply-demand balances 
 
Steelmaking raw materials have become a major challenge for steelmakers since the mid-2000 as a result 
of relatively high prices and increased price volatility. Moreover, according to the OECD Trade 
Committee, restrictions on the export of steelmaking raw materials are widespread and lead to higher 
world raw material prices and lower exports of raw materials from economies that apply the tax or quota. 
Export restrictions negatively impact future production by reducing firms’ incentive to undertake new 
exploration in the country imposing restrictions. As a consequence, the negative effects of export 
restrictions can be felt for many years. 
 
The next five years could be a critical period for the steelmaking raw materials supply-demand balance as 
the following major trends are expected to occur. On the demand side, in the coming years, crude steel 
production in China is expected to grow at a weaker growth rate compared to current levels, which would 
impart a significant impact on raw material markets. On the supply side, announced iron ore and coking 
coal capacity additions point to significant mining capacity growth over the next five years. However, 
history shows that not all the announced projects come on stream, and, increasing capital costs of new 
mining activities and depletion of existing mines can partly offset the expected increase in capacity.  
 
Given the large announced mining capacity additions, the iron ore and coking coal markets could, in an 
optimistic scenario, be in excess supply in the next five years. Future global scrap needs are expected to 
increase by 120 mmt from 2011 to 2017. 
 
Energy is important for steel as an input and as a driver of steel demand 
 
More progress in energy efficiency in the steel sector is technically possible, but will require substantial 
capital to modernise. Improvements in steel quality will also continue to provide energy-savings in 
consuming industries, outweighing the energy needed to produce that steel. Low-priced shale gas, that 
can be used in the direct reduced iron (DRI) process, is creating new opportunities by lowering production 
costs and CO2 emissions and contributing to new investments in DRI projects. 
 
Regarding the impact of the energy sector on steel demand, energy production, transformation and 
transportation require large quantities of steel, estimated at 12% of total steel output. While demand for 
steel stemming from energy generation (building and refurbishing power plants) may not increase 
significantly in the future, energy exploration and transportation may contribute to future steel demand 
growth.  
 
 
 
                                                      
i   The meeting was attended by representatives from OECD countries as well as  Brazil, China, India, Malaysia, Romania, Russia, 

Chinese Taipei, South Africa, The Ukraine and Vietnam 


