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STEEL MARKET DEVELOPMENTS 

Global summary 

According to the Commodity Research Unit (CRU), world finished steel consumption increased by 
7.3% in the first three quarters of 2011 compared to the same period of the previous year. This marks a 
significant slowdown in consumption growth from the 15% pace observed in 2010. Annual growth rates of 
steel consumption from January to September 2011 stood at 6.2% in North America, 5.6% in Europe, 
11.3% in the Commonwealth of Independent States (CIS) and 9.1% in Asia. The earthquake that hit Japan 
on the 11P

th
P of March 2011, and its consequences in terms of direct destruction as well as power supply and 

supply chain disruptions, led to a reduction of Japanese steel use by 1.7% in the first three quarters of 2011 
compared to the same period last year. The Japanese earthquake also led to a disruption in the global 
supply chain of some industrial sectors, such as automotive, which translated into a weaker yearly growth 
rate of world steel consumption in the second quarter of 2011 (4.7%), compared to the first (9.0%) and 
third quarter (8.4%) of 2011. 

The slowdown of global steel demand in 2011 was driven by a slowdown in industrial production. 
According to the Netherlands Bureau for Economic Policy Analysis (CPB), world industrial production 
grew by 6.0% in the first half of 2011, in year-on-year terms, implying a downward trend in growth since 
the first half of 2010 when it peaked at 11.1%. This downward trend is occurring especially in advanced 
economies, where industrial production growth fell to 2.6% in the first half of 2011 from a rate of 7.8% 
one year earlier. In emerging economies, industrial production increased by 9.1% in the first half of 2011, 
less than in the first half of 2011 (14.3%) but still strong particularly in emerging Asia (11.7% in the first 
half of 2011). 

According to projections by Oxford Economics, the output of the construction sector in developed 
economies is expected to record a positive growth rate of 0.4% in 2011, after four years of contraction. In 
emerging markets, the sector is expected to experience a moderation in growth to 6.0% in 2011 from 8.3% 
in 2010. If the forecasts are accurate, world total construction output should increase by 2.4% as the 
developed world still accounts for 63.5% of global construction output. Since May 2011, economic 
prospects for the developed world have deteriorated, especially because of the recent financial and fiscal 
problems in the euro area and the United States. These events could weaken the current slow recovery of 
the construction sector in developed countries. Indeed, they could lead to further weakening in business 
and consumer confidence, thus causing delays in investment decisions in the real estate sector. Moreover, 
recent developments could also weigh on access to financing for some public and private construction 
projects. 

In the first three quarters of 2011, world steel production reached 1 514 million metric tonnes (mmt) 
in annualised terms, representing an 8.6% increase from the same period in 2010. However, global steel 
production has been on a downward trend since its peak in May 2011, when it reached 1560 mmt 
annualised. In China, in the first three quarters of 2011, steel production increased by 11.7% to 703 mmt 
annualised. As in other parts of the world, Chinese steel production has been decreasing since peaking at 
723 mmt annualised in May 2011. 
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Most projections for steel demand point to a slowdown in growth in 2011. According to the World 
Steel Association’s Short-Range Outlook released in October 2011, world apparent finished steel use is 
expected to increase by 6.5% in 2011 and then by 5.4% in 2012, with demand in emerging economies 
increasing more than the world average by 0.4 percentage point in 2011 and 1.2 percentage points in 2012. 
The Australian Bureau of Resources and Energy Economics (BREE) forecasts that global crude steel 
demand will increase by 5.0% in 2011 and 5.3% in 2012. According to World Steel Dynamics, world steel 
consumption is expected to increase by 7.7% in 2011 and 5.1% in 2012. 

The economic background 

Macroeconomic developments 

Uncertainties regarding the short-term outlook have increased in recent months. Leading indicators 
for the OECD have been on a downward trend since March 2011 (Figure 1) but were still slightly above 
their long-term average reading of 100 in September 2011. During the second and third quarters of 2011, 
they decreased sharply in the euro area and Japan and to a smaller extent in the United States. The leading 
indicator for the euro area is now well below 100, pointing to a slowdown in the coming quarters to rates 
of growth that are below the euro area long-term average. 

Figure 1. OECD composite leading indicators 

(OECD, Japan, US, Euro area) 

 

Source: OECD. 

Leading indicators for Brazil, India and China have been declining since early 2010 (Figure 2). 
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during the financial crisis in December 2008. The Russian leading indicator, which recovered later from 
the crisis compared to India, China and Brazil, peaked in February 2011 and is now decreasing. 

Figure 2. OECD composite leading indicators 

(Brazil, Russia, China, and India) 

 

Source: OECD 

A recent press briefing on the economic outlook and policy requirements for G20 economies, released 
by the OECD on 31 October 2011, highlights the risks surrounding growth and provides preliminary 
forecasts in advance of the Economic Outlook to be released in November. According to these preliminary 
forecasts, the OECD expects GDP growth of 3.9% for the G20 countries in 2011, down from 5.2% in 
2010. The economic slowdown is occurring in the advanced economies (where growth is projected to slow 
from 2.9% in 2010 to 1.5% in 2011), but also in the emerging markets of the G20 (where the GDP growth 
rate is seen to decelerate from 8.5% in 2010 to 7.2% in 2011). Financial problems in the euro area already 
impacted business and consumer confidence negatively in the summer of 2011, and if appropriate policy 
measures are not implemented they could continue to hamper economic activity in the coming months. In 
its Interim Economic Outlook Forecasts of September 2011, the OECD expected that the “Euro3” 
(composed of Germany, France, and Italy) would record a negative GDP growth rate in the last quarter of 
2011.  

Growth is therefore expected to diverge markedly across country groupings, with emerging-market 
economies much more buoyant, despite some softening. In the euro area and in the United States, growth 
prospects are weak, with unemployment remaining high. The OECD analysis, however, points to different 
scenarios depending on the policy response of governments. The economic outlook could be better if the 
policy measures announced at the Euro Summit of 26 October are implemented promptly and forcefully. In 
contrast, the outlook would be gloomier if the commitments made by EU leaders fail to restore confidence 
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a deterioration of financial conditions of the magnitude observed during the global crisis (between the 
latter half of 2007 and the first quarter of 2009) could lead to a drop in the level of GDP in some of the 
major OECD economies of up to 5% by the first half of 2013. 

Economic activity in key steel-using sectors 

Industrial production 

According to the CPB, global industrial production increased by 6.0% in the first half of 2011, 
compared to the same period last year. In advanced economies, industrial production in August 2011 was 
still 7.7% below its peak level of January 2008, reflecting the slowdown in activity that began in the first 
half of 2010. Industrial production in the emerging countries increased by 9.1% in the first half of 2011 
compared to the same period last year. Industrial activity in emerging economies has also been slowing 
down since the first half of 2010, when it increased year-on-year by 14.3%. Looking at regional 
developments, emerging Asia was the strongest performer in the first half of 2011 with a rise in industrial 
output of 11.7%. Moreover, it was the only region whose industrial sector did not suffer from recession in 
2009.  

Table 1. Yearly growth rates of industrial production in advanced economies (%) 

  
Advanced 

Economies 
United 
States Euro area Japan 

H1 2009 -17.4 -14.0 -18.1 -28.7 

H2 2009 -9.6 -8.1 -10.7 -12.9 

H1 2010 7.8 4.0 7.4 23.1 

H2 2010 7.0 6.6 7.8 9.8 

H1 2011 2.6 4.6 5.5 -4.7 

Sources: CPB, DataStream. 



STEEL MARKET DEVELOPMENTS 
 

 7 

Figure 3. Industrial production in advanced economies (index 100 in 2000) 

 

Source: CPB. 

Table 2. Yearly growth rates of industrial production in emerging economies (%) 

  Emerging 
Economies Asia Africa & 

Middle East 
Central/ 
Eastern 
Europe 

Latin 
America 

H1 2009 -3.4 1.7 -8.5 -15.2 -11.1 

H2 2009 6.3 12.3 -5.0 -4.4 -2.1 

H1 2010 14.3 17.5 3.5 10.2 11.8 

H2 2010 10.0 12.1 2.5 8.9 6.5 

H1 2011 9.1 11.7 1.4 7.2 3.5 

Sources: CPB, DataStream. 
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Figure 4. Industrial production in emerging economies (index 100 in 2000) 

 

Source: CPB. 

Automotive industry 

According to Oxford Economics, the growth of motor vehicle output in the world as a whole is 
expected to slow sharply to 5.2% in 2011 from a rate of 26.1% in 2010, with higher growth in emerging 
economies (9.5%) than in advanced economies (2.8%). Production in the automotive sector is thus slowing 
down in all regions in 2011. In Japan, automotive output is expected to contract by around 10% in 2011 
because of the effects of the March 2011 earthquake. In China, the largest car market in the world, car 
production and sales have increased by only 3% and 4%, respectively, in the first three quarters of 2011 
compared to the same period in 2010. These two indicators increased by 32.5% in 2010. 

Table 3. Motor vehicles: output growth rate (%) 

  World Developed 
Countries 

Emerging 
Markets EU 15 US Japan 

2010 26.1 25.9 26.5 21.3 27.9 30.0 

2011F 5.2 2.8 9.5 11.2 10.9 -9.6 

Source: Oxford Economics. 
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Table 4. Motor vehicles: output growth rate (%) 

  Brazil Russia India China 

2010 24.2 29.9 40.5 26.9 

2011F 5.4 15.4 14.6 8.4 

Source: Oxford Economics. 

Figure 5. Monthly car production and sales in China 

 

Source: CEIC. 

Engineering and metal goods 

The output of the global engineering and metal goods sector is expected to increase by 9.1% in 2011 
after registering growth of 14.3% in 2010. Growth is expected to be faster in emerging market economies 
(11.2%) than in advanced economies (7.8%). China will drive growth in the emerging markets, with sector 
output growing by 14.8%, compared to an output contraction in India and weak growth in Brazil and 
Russia.  

Table 5. Engineering and metal goods: output growth rate (%) in major economies 
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Countries 

Emerging 
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Source: Oxford Economics.  
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Table 6. Engineering and metal goods: output growth rate (%) in the BRIC economies 

  Brazil Russia India China 

2010 21.1 9.0 12.9 19.8 

2011F 2.3 2.0 -3.9 13.8 

Source: Oxford Economics. 

Construction 

The world construction sector is expected to show only slow output growth of 2.4% in 2011, though 
up slightly from 1.1% in 2010. Growth in 2010 turned out to be higher than previously expected, as 
construction activity in China expanded rapidly (+19.1%) supported by the government programme to 
build social housing. Developed countries account for a large share of the world’s construction output 
(63.5%); the nearly stagnant growth in construction expected for these countries explains most of the 
weakness in global construction growth in 2011.  

In the US, the value of private construction put in place remains weak. The values of non-residential 
and residential private construction put in place in August 2011 were 42% and 65% lower, respectively, 
than their peak levels reached in January 2008 for the former and March 2006 for the latter. However, the 
value of non-residential private construction increased by 12% between January and August 2011. This 
recovery needs to be confirmed in the coming months. Construction sector output in Germany is expected 
to increase by 5.5% in 2011, a strong performance compared to only a small increase in Italy (0.8%) and 
contractions in France (-0.7%), the United Kingdom (-0.8%) and Spain (-4.9%). 

Table 7. Construction output growth rate (%) 

 World Developed 
countries 

Emerging 
markets EU 15 United 

States Japan 

2010 1.1 -2.6 8.3 -2.3 -3.7 -7.2 

2011F 2.4 0.4 6.0 0.0 -0.1 -0.9 

Source: Oxford Economics. 
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Figure 6. Value of US private residential and non-residential construction put in place 

Seasonally Adjusted Annual Rate (in millions of dollars) 

 

Source: US Census Bureau. 

The construction sectors of China and Brazil are expected to exhibit slower output growth in 2011 of 
9.4% and 5.6%, respectively. This would be approximately half the growth rate seen in 2010. Indian 
construction sector output is expected to accelerate in 2011 to a yearly increase of 11.9%. Activity in the 
Indian construction sector is being supported by a housing shortage and infrastructure development. A 
report by the Royal Institution of Chartered Surveyors (Making affordable housing work in India, 
30 November 2010) indicated that 26 million homes are required by 2012 to meet existing housing needs in 
India. In Russia, construction sector output should stop declining in 2011, but with only a modest increase 
of 2% projected by Oxford Economics. 

Table 8. Construction Output growth rate in the BRIC economies (%) 

 Brazil Russia India China 

2010 11.7 -2.0 8.3 19.1 

2011F 5.6 2.0 11.9 9.4 

Source: Oxford Economics. 

Steel market developments 

Global demand 

According to CRU, finished steel consumption increased by 7.3% in the first three quarters of 2011 
compared to the same period in 2010. The regions that performed better than the world average were Asia 
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respectively, whereas Europe and North America recorded growth rates close to 6%. In the second quarter 
of 2011, global finished steel consumption reached an historical record of 1 501 million metric tonnes in 
annualised terms. 

Figure 7. Global apparent steel demand, by quarter 

 
Source: Commodity Research Unit (CRU). 

Figure 8. Apparent steel demand, regional indices 

(100 in the first quarter of 2006) 

 
Source: Commodity Research Unit (CRU). 
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Production and capacity 

In the first three quarters of 2011, world steel production reached 1 514 mmt in annualised terms, 
representing an 8.6% increase from the same period in 2010. However, global steel production has been on 
a downward trend since its peak of May 2011, when it reached 1 560 mmt in annualised terms. In China, 
during the first three quarters of 2011, steel production increased by 11.7% year-on-year to 703 mmt in 
annualised terms. Chinese steel production has also been decreasing from its annualised peak of 723 mmt 
in May 2011. 

According to the World Steel Association, the world capacity utilisation rate was 79.1% in 
September 2011. The implied capacity, derived from monthly production and capacity utilisation figures, 
has remained on an upward trend, indicating that around 100 mmt of production capacity is being added 
each year. Given this increase in capacity, steel production should increase by at least 6.6% per year to 
maintain a constant capacity utilisation rate.   

Figure 9. Capacity and capacity utilisation  

 
Source: World Steel Association, OECD. 

Steel prices 

According to Management Engineering & Production Services (MEPS),P0F

1 
Pthe global composite steel 

price was 803 USD/tonne in October 2011, up 6.9% compared to October 2010. During this period, North 
American and Asian steel prices increased respectively by 15.5% and 5.6%. In the EU, the price was 
776 USD/tonne in October 2011, the same as one year earlier. However, the world average steel price 
declined by 12% between April and October 2011, as steel prices fell by 15.4% in the EU, 15.1% in North 
America and 4.3% in Asia. 
                                                      
1  MEPS provides price data freely to the public on its website at www.meps.co.uk. 
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Figure 10. Steel prices 

 

Source: Management Engineering & Production Services (MEPS). 
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The slowdown of economic activity in 2011/2012 and its effect on the steel market 

The deterioration in global economic prospects should translate into slower steel demand and 
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not recovered from the crisis as anticipated earlier, and it appears that the previously forecast acceleration 
in economic growth for 2012 will be delayed until 2013. The OECD’s most recent (31 October) baseline 
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revisions were made to United States and euro area growth in 2012. Moreover, the OECD’s analysis 
stresses the potential risks of even slower global economic activity. This section focuses on two downside 
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OECD GDP growth revisions point to slower growth in steel demand in 2012 

 In its preliminary forecasts released on 31 October 2011, the OECD expects G20 GDP growth rates 
of 3.9% in 2011 and 3.8% in 2012, significantly lower than the 5.2% observed in 2010. Moreover, the 
OECD sharply revised downward its GDP annual growth forecasts for the United States and the euro area 
to 1.8% and 0.3% in 2012, respectively, compared to 3.1% and 2.0% in its May 2011 Economic Outlook 
release. For the advanced G20 countries, the GDP growth rate is expected to be 1.5% in 2011 and 2012 
compared to 2.9% in 2010. Growth is not expected to be lower in 2012 because of the expected rebound in 
Japanese GDP, linked to the reconstruction efforts after the 2011 earthquake, which compensates for the 
sharp slowdown in euro area GDP. For emerging markets of the G20, the growth rate is expected to be 
7.2% in 2011 and 6.7% in 2012, down somewhat from 8.5% growth in 2010. China, in particular, is 
expected to see its GDP growth rate ease from 10.4% in 2010 to 9.3% in 2011 and 8.6% in 2012. On a 
global level, steel demand/production is very sensitive to changes in world GDP. Recent history suggests 
that a one percentage point change in global GDP growth corresponds to a 3.2 percentage point change in 
global steel production, in the same direction.P1F

2
P In the May 2011 release of the OECD Economic Outlook, 

world GDP growth was forecast at 4.2% in 2011 and 4.6% in 2012. The OECD preliminary forecasts of 
31 October 2011 show a different profile, with a stabilisation of the G20 growth rate in 2012 instead of a 
reacceleration. Taking into account the fact that the G20 represents around 90% of global GDP, we can 
assume that the GDP for the world will follow a profile similar to that of the G20. The downward GDP 
revision would then mean a negative effect on global steel production growth of approximately 
1.3 percentage points.  

Table 9. GDP growth rate forecasts (%) 

 2010 2011 2012 2013 

G20 5.2 3.9 3.8 4.6 

Advanced G20 2.9 1.5 1.5 2.2 

United States 3.0 1.7 1.8 2.5 

Euro area 1.7 1.6 0.3 1.5 

Japan 4.0 -0.5 2.1 1.5 

Emerging-market G20 8.5 7.2 6.7 7.4 

China 10.4 9.3 8.6 9.5 
Source: Press briefing on the economic outlook and policy requirements for G20 economies, 31 October 2011, OECD.  

Financial markets expect much weaker prospects for the steel industry  

The share prices of steel companies provide up-to-date information on how investors view the 
prospects for future earnings. The precipitous decline steel companies’ share prices since April 2011 
suggests that investors have a far more pessimistic view on the future earnings of steelmakers, a result of 
the deterioration in economic prospects. The weaker outlook for steel is visible in the Datastream World 
Iron & Steel index of steel company share prices, which fell by 41% between April and October 2011 
(Figure 13).  

The share prices of steel companies are often categorised by investors as very cyclical, meaning they 
are prone to be more sensitive to economic cycles than the share prices of companies in many other 

                                                      
2  Using annual data from 1997 to 2010, the following equation has been estimated: global steel production 

growth rate = 3.2 * Global GDP growth– 6.4. The R² for this regression equals 0.75. 
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sectors. The steel industry share price index is one of the sectoral indexes that reacts the most to general 
macroeconomic conditions.  

The decline in steel share prices has affected companies in both emerging and developed countries 
(Figure 14). However, emerging market steel share prices had increased by a much wider margin in the 
two years leading up to April 2011, and therefore the index for emerging markets is still higher than that of 
developed countries. 

Figure 11. Steel companies share prices 

(index, 100 in January 2003) 

 
Source: Datastream. 

Figure 12. Steel companies share prices in developed, emerging markets and the world 

(index, 100 in January 2003) 

 
Source: Datastream. 
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Stocktaking of steel demand forecasts 

According to the World Steel Association, world apparent finished steel use is expected to increase by 
6.5% in 2011, with growth slowing in 2012 to 5.4%. This marks a significant slowdown from the 15.1% 
rate of steel consumption growth seen in 2010. Advanced economies are projected by worldsteel to see 
their steel use increase at a slower pace than the world average, as emerging economies enjoy faster 
growth. The Australian Bureau of Resources and Energy Economics (BREE) forecasts that global crude 
steel demand would increase by 5.0% in 2011 and 5.3% in 2012. According to World Steel Dynamics, 
world steel consumption is expected to increase by 7.7% in 2011 and 5.1% in 2012. A model being 
developed using input/output matrixes and May 2011 OECD forecasts for various GDP components points 
to a global consumption increase of 7.2% in 2011 and 6.9% in 2012 (see Box 1). However, the model’s 
forecast for global consumption growth in 2012 is likely to decline towards levels closer to those of 
worldsteel and BREE, if the projections in the November 2011 Economic Outlook are in line with the 
assessments made in the press briefing of 31 October. 

Box 1.  A steel market model based on input/ouput matrixes 

Description of the model 

The impact of economic cycles on the demand for steel products can be analysed by means of input-output 
models. In this top-down modeling approach national accounts data on four GDP components (private consumption, 
public consumption, fixed investment and exports) are fed into input-output models to compute an indicator of the 
demand in USD for iron and steel products by country. This indicator is calculated for 29 of the largest steel-producing 
economiesP2F

3
P. For actual data, GDP components data are extracted from the OECD national accounts database. The 

forecasts for these GDP components are available in the OECD economic outlook database for OECD economies and 
from the World Bank for non-OECD economies. 

This demand indicator in USD can then be used to forecast the apparent consumption of steel in tonnes. The 
apparent consumption of steel in each individual country included in the forecasting system is determined by an 
econometric error-correction model on the basis of the demand variable directly linked to GDP components. 

Estimate of steel consumption for each country in the model 

 

 
Source: OECD 

Results of the model 

Using the OECD’s GDP forecasts for OECD economies and the World Bank’s GDP forecasts for non-OECD 
economies for 2011 and 2012, the error correction model based on the indicator of steel demand allows estimating the 
growth rates of the steel consumption for 2011 and 2012. The table below shows the results by region and for China.  

                                                      
3  Economies included in the model : Argentina, Australia, Austria, Belgium, Brazil, Canada, China, Chinese 

Taipei, Czech Republic, Germany, France, Finland, India, Indonesia, Italy, Japan, Korea, Mexico, 
Netherlands, New Zealand, Poland, Russia, Slovakia, Spain, South Africa, Sweden, Turkey, United 
Kingdom, and United States. 

GDP 
components

Steel 
demand (USD)

Steel consumption
(tonnes)

Input/output 
matrix coefficients

Error 
correction 

model
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Table 10. Steel consumption forecasts (growth rate, %) 

  2010 2011f 2012f 
North America 32.8 8.9 8.3 
South America 35.2 3.2 3.3 

European Union 21.1 7.3 4.3 

Asia 11.1 7.2 7.6 

China 8.5 7.2 6.4 

World 15.1 7.2 6.9 
 

Sources: World Steel Association for 2010. OECD for 2011 and 2012. 

An adverse scenario: review of some risks and their potential effects on the steel market 

The JP Morgan/Markit Purchasing Managers Index (PMI) for global manufacturing was 49.8 in 
September 2011 and 50.0 in October 2011. If this level stays at or under 50 for several months, it could 
indicate that global manufacturing activity may contract in the coming months. As Figure 15 shows below, 
the growth of industrial output is highly correlated with that of steel production and consumption.  

A regression analysis using quarterly data from 2001 to 2011 indicates that the yearly growth rate of 
world steel production or demand is highly correlated with industrial production growth one quarter ahead; 
a one percentage point difference in industrial production growth is associated with a 1.8 percentage point 
difference in steel production in the same direction.P3F

4
P A stagnation or a contraction of global industrial 

production for an extended period would imply similar developments for world steel production and 
demand.  

Regional PMI indexes show that Europe is the region with the weakest manufacturing PMI which is 
already pointing to contraction. This reflects the euro area debt crisis and its negative effect on confidence 
and financing conditions. The euro area debt crisis is already impacting the European steel industry, 
according to some steel federations. The German Steel Federation, for example, has recently noted that "In 
the past few weeks business in the steel industry has become bleak, mainly due to the euro zone debt 
crisis…The steel industry is experiencing the consequences of uncertainty in the markets, which has arisen 
due to the continuing worsening of the debt crisis ".P4F

5
P  

                                                      
4  The equation estimated is: annual growth of steel production (quarter n) = 1.81*Annual growth of 

industrial production (quarter n+1). The R² from the regression equals 0.866. 
5  See a November 8 2011 Reuters news report at  
 http://af.reuters.com/article/metalsNews/idAFL6E7M82M320111108. 

http://af.reuters.com/article/metalsNews/idAFL6E7M82M320111108
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Figure 13. Growth rates of world industrial production, world steel production and demand 

 

Sources: CRU, CPB, World Steel Association. 

Impact of a potential Chinese construction sector deep slowdown 

Another major risk for the global steel market is linked to potential adverse developments in the 
Chinese construction sector, which according to some estimates accounts for around 25% of global steel 
demand. This sector has been buoyant in previous years because of the urbanisation process taking place in 
China (OECD, 2011),P5F

6
P and growth is expected to have continued at a robust pace of 9.4% in 2011 

according to Oxford Economics. The construction sector is being supported by China’s 12th Year-Plan, 
including a programme to build 36 million units of affordable housing, with 10 million units started in 
2011, in order to increase the urbanisation rate from 47.5% in 2011 to 51.5% in 2015.  

However, the Chinese real estate sector is known to have financing problems, with some developers 
finding it difficult to fund their current building projects. The question is whether financing problems will 
lead to healthy consolidation of this sector, which currently has 80 000 developers in operation (with the 
top three representing only 5% of the market) or whether they will affect the whole sector and lead to a 
sharp slowdown in construction. The risk of a severe downturn is receiving greater attention, with Standard 
and Poor’s recently releasing a report showing that most of the 30 developers that it rates would struggle if 
real estate sales dropped by 30%.P6F

7  

                                                      
6  Recent steel market developments, OECD, May 2011. 
7  See “Sector Review: Stress Tests Show a Big Sales Slump Could Severely Strain the Liquidity of Many 

Rated Chinese Developers” released by Standard and Poor’s in September 2011. 
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A sudden construction downturn in China would have large impacts on Chinese steel consumption 
and, possibly, trade flows. In October 2011, the iron ore spot price (Indian Fines, 63.5% Fe), in China 
recorded a significant decline of 26.5%, the biggest drop in one month since October 2008, a time when 
the iron ore market collapsed in response to the financial crisis and global economic and industrial 
recession. On the 4th of November 2011, the iron ore price had fallen to USD 134 per tonne. Iron ore spot 
prices should be closely monitored as they may provide good indications of the state of the Chinese 
construction sector and steel market more generally. 

Figure 14. Iron ore spot price (Indian Fines, 63.5% Fe), cost and freight, China 

(USD per tonne) 

 

Source: OECD. 
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ANNEX 1: Detailed economic, industrial production and steel market developments  
in individual economies  

Asia 

In China, GDP grew 9.1% year-on-year in the third quarter of 2011, the lowest growth rate since the 
second quarter of 2009. Despite slowing for three consecutive quarters, Chinese GDP growth is still 
relatively high. Moreover, investment in fixed assets in urban areas was still growing by 24.9% 
year-on-year in September 2011. The OECD leading indicator for China has continued to decrease, 
indicating a possible further slowdown of GDP in the last quarter of 2011. The total value added of 
industrial companies was up 13.8% in September 2011, and by an average 14.1% during the first three 
quarters of 2011, which shows that the manufacturing sector in China continues to be a strong driver of 
steel demand. The construction sector has been slowing, visible in the downward trend in the Chinese real 
estate climate index since early 2010. The impacts of the economic slowdown on the steel market, dealing 
specifically with the risks of the Chinese construction sector and, in particular, with the financing problems 
of Chinese developers, is examined in the main document.  

Figure 15. Real Estate Climate Index in China 

 

Source: CEIC. 

According to CRU, finished steel consumption in China increased by 11.4% in the first three quarters 
of 2011 compared to the same period of the previous year. Although still strong, consumption growth is 
considerably lower than the average 19.3% annual growth rate seen during the period 2001-2010. Chinese 
steel production amounted to 703 mmt, in annualised terms, during the three first quarters of 2011, 
compared to 629 mmt for the same period in 2010, representing a yearly increase of 11.7%. However, steel 
production has declined each month since peaking in May 2011. 
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Figure 16. Chinese apparent steel use (ASU) 

 

Source: Commodity Research Unit (CRU). 

Yearly GDP growth in India was 7.7% in the second quarter of 2011. Manufacturing production 
increased by 7.1% during the first eight months of 2011 compared to the same period of the previous year, 
down from 10.5% in 2010. In Korea, annualised quarterly GDP growth was 3.0% in the third quarter of 
2011, down from an annual growth rate of 6.2% for 2010. Korean manufacturing production increased by 
5.6% year-on-year in September 2011, but has been on a slowing trend since early 2011. Chinese Taipei’s 
GDP increased by 5.6% in the first half of 2011 compared to the same period last year. Manufacturing 
production in Chinese Taipei has also been on a downward growth trend; in September 2011 
manufacturing production registered growth of only 2% compared to 79% in January 2010. 

In Japan, GDP decreased by 2.1%, in annualised terms, in the second quarter of 2011. This marks the 
third consecutive quarter of GDP contraction. In the first half of 2011, Japan suffered from the effects of 
the Great East Japan Earthquake that occurred on 11 March 2011, with severe destruction, power supply 
and value chain disruptions. This event led to a sharp drop in manufacturing production of 15.5% 
month-on-month in March 2011. Despite the recovery during the following months, Japanese 
manufacturing production was still 4.4% lower in September 2011 relative to its February level. 
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Table 11. Steel production in Asian economies during the first three quarters of 2011 

(annualised level in mmt, annual growth rate compared to the same period in 2010 in %) 

 

Steel 
production 

(MMT) 

Growth 
rate 

(%) 

Asia 973.5 10.3 

China 703.4 11.7 

Japan 108.0 -1.1 

India 71.9 5.8 

Korea 67.5 19.1 

Chinese Taipei 22.7 16.4 

Sources: World Steel Association, DataStream. 

In Indonesia, GDP growth was 6.5% in the second quarter of 2011 compared to the same period last 
year. Manufacturing production went up 5.3% year-on-year in the first two quarters of 2011. In Malaysia, 
GDP increased by 4.0% in the second quarter of 2011 compared to the same period last year. 
Manufacturing production increased by 4.8% year-on-year in August 2011. In Thailand, the annual GDP 
growth rate was 2.7% in the second quarter of 2011 and manufacturing production decreased by 0.6% in 
the first eight months of 2011 compared to the same period in 2010. 

North America 

In the United States, GDP increased by 2.5% quarter-on-quarter, in annualised terms, in the third 
quarter of 2011. Economic activity thus accelerated compared to the first two quarters of 2011, when GDP 
growth averaged 0.8%. In the third quarter of 2011, manufacturing production in the US climbed 4.1% 
year-on-year. The yearly growth rate in US manufacturing production has slowed down since June 2010, 
when it reached 8.5%. In Canada, quarter-on-quarter annualised GDP growth was negative in the second 
quarter of 2011 (-0.4%). Like in the US, Canadian manufacturing production has been on a downward 
growth trend since June 2010. Mexican GDP increased by 4.5% quarter-on-quarter in annualised terms in 
the second quarter of 2011. Manufacturing production in Mexico increased by 2.7% in August 2011 
compared to August 2010. This is sharply lower than the growth rate of 15.1% recorded in June 2010. 
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Table 12. Steel production in North American economies during the first three quarters of 2011 

(annualised level in mmt, annual growth rate compared to the same period in 2010 in %) 

 

Steel 
production 

(MMT) 

Growth 
rate 

(%) 

North America 119.0 5.8 

United States 86.2 6.2 

Mexico 18.2 8.7 

Canada 13.2 -1.8 

Sources: World Steel Association, DataStream. 

South America 

In Brazil, the annualised quarterly GDP growth rate was 3.1% in the second quarter of 2011, down 
considerably from 10% in the second half of 2009. Brazilian manufacturing production increased by 1.1% 
year-on-year in August 2011 compared to a 10.3% growth rate in 2010. In Argentina, annualised quarterly 
GDP growth rate was 10.2% in the second quarter of 2011. Industrial production increased by 3.6% in 
September 2011 and growth has been slowing since reaching 16.1% in February 2010. 

Table 13. Steel production in South American economies during the first three quarters of 2011  

(annualised level in mmt, annual growth rate compared to the same period in 2010 in %) 

 

Steel 
production 

(MMT) 

Growth 
rate 

(%) 

South America 49.0 12.3 

Brazil 35.6 7.3 

Argentina 5.6 9.3 

Venezuela 3.4 80.9 

Sources: World Steel Association, DataStream. 

Europe 

Euro area GDP increased by 0.7%, in annualised terms, in the second quarter of 2011 after a stronger 
performance in the first quarter when it went up 3.7%. Manufacturing production in the euro area remained 
relatively strong in the first eight months of 2011, increasing by 6.9% year-on-year in August 2011. After 
reaching a ten-year peak of 59.0 in February 2011, the euro area manufacturing PMI has fallen sharply to 
readings below 50 in recent months, suggesting that manufacturing activity could contract in the end of 
2011.  



STEEL MARKET DEVELOPMENTS 
 

 25 

In Germany, annualised quarterly GDP growth in the second quarter of 2011 was 0.5%, down from 
5.5% in the previous quarter. German manufacturing growth has slowed down slightly, but remains 
relatively strong (10.0% year-on-year in August 2011). French GDP was flat in the second quarter of 2011 
after an annualised quarterly increase of 3.7% in the first quarter. Manufacturing production increased by 
5.1% year-on-year in August 2011. Italy’s GDP grew 1.2% in annualised terms in the second quarter of 
2011 after 0.5% in the first quarter. Manufacturing production increased by 3.6% in August 2011. In Spain, 
GDP increased by 0.6% in annualised terms in the second quarter of 2011. During the period 
January-August 2011, manufacturing production grew 0.4% compared to the same period last year. In the 
United Kingdom (UK), GDP grew 0.4% in annualised terms in the second quarter of 2011. Manufacturing 
production growth has been on a downward trend since the beginning of this year, slowing from 6.1% in 
January to 1.5% in August 2011 in year-on-year terms.  

Table 14. Table 13. Steel production in the EU 27 during the first three quarters of 2011  
(annualised level in mmt, annual growth rate compared to the same period in 2010 in %) 

 

steel 
production 

(MMT) 

Growth 
rate 

(%) 

EU 27 180.9 4.3 

Germany 45.5 3.5 

Italy  28.3 11,1 

Spain 16.3 -2.8 

France 15.9 2.5 

United Kingdom 9.8 -2.4 

Sources: World Steel Association, DataStream 

In Russia, the annual GDP growth rate was 3.4% in the second quarter of 2011. Manufacturing 
production decreased by 2.4% year-on-year in September 2011. In Ukraine, GDP growth averaged 2.0%, 
year-on-year, during the first two quarters of 2011. Manufacturing production increased by 6.4% in 
September 2011. In Turkey, GDP growth increased by 8.8% year-on-year in the second quarter of 2011. 
Manufacturing production increased by 4.9% year-on-year in August 2011, marking a growth slowdown 
since the beginning of the year (growth in January was 20.5%). 



STEEL MARKET DEVELOPMENTS 

 26 

Table 15. Steel production in Russia, Ukraine and Turkey during the first three quarters of 2011 

(annualised level in mmt, annual growth rate compared to the same period in 2010 in %) 

 

Steel 
production 

(MMT) 

Growth 
rate 

(%) 

Russia 69.2 4.2 

Ukraine 35.2 7.1 

Turkey 33.4 19.2 

Sources: World Steel Association, DataStream. 

Middle East and Africa 

In the Middle East and Africa, industrial production increased by 1.4% in the first half of 2011 
compared to the same period last year. During the first three quarters of 2011, steel production in the 
Middle East increased by 8.8%. In Africa, it declined by 15.7% because of the drop by 18.8% of the steel 
production in South Africa and the political events in some North African countries which led to disruption 
in steel production.  

Table 16. Steel production in Middle-East during the first three quarters of 2011 

(annualised level in mmt, annual growth rate in %) 

 

Steel 
production 

(MMT) 

Growth 
rate 

(%) 

Middle East 20.4 8.8 

Iran 13.1 11.8 

Saudi arabia 5.3 4.0 

Source: World Steel Association, DataStream. 
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Table 17. Steel production in Africa during the first three quarters of 2011 

(annualised level in mmt, annual growth rate in %) 

 

Steel 
production 

(mmt) 

Growth 
rate 

(%) 

Africa 14.0 -15.7 

South Africa 6.6 -18.8 

Egypt 6.5 1.1 

Source: World Steel Association, DataStream. 
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