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s 2015 draws to a close and the New Year 
beckons, most metal producers and traders 
will be hoping that 2016 brings them better 
fortunes than the past 12 months. Many 
metal and steel market prices look set to 
end the year at historically low levels and so 

everyone is looking for a turning point in the particular 
markets of interest to them.

Commodity prices have slumped as China’s 
economy slows and starts to shift its balance towards 
more of a service economy. Overcapacity, particularly 
for steel production, in that country and others has seen 
exports rise to the dismay of producers in importing 
nations. As prices come down, so trade barriers go up.

While lower oil and commodity prices theoretically 
leave more money in the pockets of consumers, 
conversely they have hit very hard the economies of 
many nations relying heavily on sales of raw materials to 
support their GDP. Think Latin America, Africa, 
Russia and, to some degree, Australia, for example.

These and other market drivers appear in abundance 
throughout this final issue of MB Magazine for 2015. 

Our cover profile interview with US Steel president 
and ceo Mario Longhi explains the substantial 
programme his company is undertaking to transform 
the business in very tough markets.

The leading feature section, on Middle East Steel, 
finds that its steel sector has not proved immune to the 
onslaught of imports, while low oil prices have 
impacted budgets for regional infrastructure 
developments that have traditionally driven local 
demand.

Nevertheless, further expansion plans remain in 
place for when markets turn. As our list of new plant 
orders placed in the region over the past year illustrate, 
an appetite for state-of-the-art technology remains.

The price charts for the past two years in our minor 
metals section are not attractive viewing for faint-
hearted producers or traders, but the long-term 
outlook for many minor metals remains good. For some 
niche applications, only they will do.

Our ‘Outlook for 2016’ has canvassed multiple 
opinions on how steel and metal markets may move 
next year and beyond. Cautious optimism is probably 
the most positive sentiment prevailing, but even that is 
conditional on more encouraging economic 
developments in China, a firm shift in the supply-
demand scales towards balance, and capacity cuts made 
having the desired global effect.

This is the last MB Magazine issue for 2015.
Our next issue will be published in February 2016.
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China Construction 
Bank to buy 75% of 
Metdist Trading 
China Construction Bank 
(CCB) is to buy a 75% stake in 
London Metal Exchange ring 
dealer Metdist Trading and will 
create the first company 
majority-owned by a Chinese 
bank to trade on the exchange’s 
open outcry floor. On 
completion, Metdist Trading 
will be renamed CCBI Metdist 
Global Commodities (UK) Ltd 
and will move to CCB’s new 
London headquarters in Old 
Broad Street, where a 7,000 sq 
ft trading floor has been 
reserved for the business. 

CCBI Metdist’s ceo will be 
Nigel Dentoom, currently an 
adviser to the Metdist Trading 
board. The transaction, agreed 
between CCB and Metdist 
Trading owner Minmetco, is 
subject to regulatory approval in 
a number of jurisdictions. 

Vietnam builds 
aluminium smelter 
Vietnam is building a 300,000 
tpy capacity aluminium smelter 
in Dac Nong province which is 
expected to come onstream 
next year. The construction of 
the $564 million smelter began 
in 2014, according to Murray 
Lines, ceo, Stratum Resources 
Australia, speaking at the 5th 
Metal Bulletin bauxite and 
alumina conference in 
Singapore. The project, spread 
over 114 hectares, is anticipated 
to reach 300,000 tpy capacity 
by late 2016, with a plan to 
reach 450,000 tpy capacity by 
late 2019. Vietnam is estimated 
to hold the world’s third largest 
[bauxite] reserves after Guinea 
and Australia, Lines noted. 

Codelco to cut 
investment by around 
$4 billion 
Codelco will cut its five-year 
investment plan by as much as 
$4 billion, having reviewed its 
projects and the effects of 
Chile’s currency depreciation. 
The state-owned miner 

originally intended to invest 
$25 billion to revamp its ageing 
mines and avoid a significant 
drop in copper production. But 
that amount is being adjusted 
downwards amid the slump in 
copper prices. 

Chile’s government 
announced on 28 October that 
it will give Codelco $600 million 
to help the company finance its 
investment plans and maintain a 
healthy balance sheet; this is the 
first tranche of up to $3 billion of 
state funding authorised under a 
new funding mechanism. The 
extraordinary funding will come 
from government bond sales. 

Novelis starts new auto 
line at Nachterstedt 
Novelis has opened a new 
automotive aluminium heat 
treatment line at its 
Nachterstedt plant in Germany 
to boost its offerings to 
carmakers. The investment 
totalled $85 million and will 
raise capacity at the plant by 
120,000 tpy, as well as adding 
53 jobs. Nachterstedt houses a 
rolling mill and is claimed to be 
the world’s largest aluminium 
recycling centre. 

US congress passes  
mine permit bill 
The US House of 
Representatives has passed 
legislation that aims to speed up 
the permitting process for 
mineral exploration projects. 
The National Strategic and 
Critical Minerals Production 
Act passed by a vote of 254 to 
177, and limits the total review 
process for issuing mine permits 
to 30 months; requires the 
Interior and Agriculture 
departments to more efficiently 
develop domestic sources of 
minerals; defines strategic 
minerals necessary for defence, 
energy infrastructure, 
manufacturing and trade; and 
sets time limits for legal 
challenges against mining 
projects. The bill now moves to 
the Senate.

Alcoa, Century, curtail 
smelting operations 
Alcoa plans to curtail three of its 
US aluminium smelters and one 
US refinery, raising to 45% the 
fraction of its smelting capacity 
curtailed or divested since 
2007. Alcoa plans to idle its 

Intalco Works smelter in 
Ferndale, Washington, and 
Wenatchee Works in Malaga, 
Washington, as well as the 
Massena West smelter in 
Massena, New York, cutting the 
company’s smelting capacity by 
503,000 tpy. Also being 
partially curtailed is the Point 
Comfort, Texas, alumina 
refinery, where capacity will be 
reduced by 1.2 million tpy. The 
refinery currently has a 
maximum capacity of 2.3 
million tpy. The cutbacks are 
scheduled to begin in the fourth 
quarter of 2015 and will be 
finalised by the end of the first 
quarter next year, Alcoa said. 

Century Aluminum has 
issued layoff notices at its 
smelter in Sebree, Kentucky, 
USA, stating that one of the 
three potlines at the facility will 
be curtailed by year-end. This 
will reduce production by about 
70,000 tpy, out of full capacity 
of 210,000 tpy. The company’s 
Hawesville, Kentucky, smelter 
was switched to focus on 
high-purity aluminium in 
September, constituting less 
than half its 244,000 tpy 
capacity. 

Chalco records  
$147 million loss  
to September
Aluminium Corporation of 
China (Chalco) recorded a net 
loss of 931 million yuan ($147 
million) for the first nine months 
of 2015; this was less than the 
1.29 billion yuan loss for the 
same period of 2014. The 
company reported on 30 
October that its loss in the third 
quarter alone was 959 million 
yuan. Chalco recently shut 
down its 350,000 tpy Fushun 
smelter. 

HKEx to launch lead, 
nickel, tin mini-futures 
Hong Kong Exchanges & 
Clearing (HKEx) will introduce 
yuan-denominated London 
mini-futures for lead, nickel and 
tin on December 14. The three 
new contracts will be exempt 
from exchange fees between  

 News review: non-ferrous
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These agreements are 
long-term contracts starting on 
1 January 2016 and extend the 
frame purchase agreements for 
lead and zinc concentrates to 
support the metals processing 
segment and the new feed book 
requirements following the Port 
Pirie smelter redevelopment, 
Nyrstar said.

China’s lead and  
zinc demand to  
keep growing
China’s lead and zinc 
production and consumption 
are all expected to continue 
rising in 2016, but growth will 
be limited by the country’s 
economic slowdown, the China 
Nonferrous Metals Industry 
Association (CNIA) reported at 
Antaike’s 18th China 
International Lead and Zinc 
Conference in Xian on 4 
November. 

Zinc output is expected to 
increase by 3.2% year-on-year 
to 6.4 million tonnes in 2016, 
while zinc consumption could 
rise by 3% to 6.8 million tonnes. 
Lead output is predicted to 
grow by 3.2% to 4.8 million 
tonnes in 2016, but 
consumption may only rise by 
1% to 4.95 million tonnes. The 
prospects for lead are 
‘worrying’, CNIA said, with 
China due to impose a 4% 
consumption duty on lead 
storage batteries in 2016. 

14 December and the end of the 
day trading session on 30 June 
2016. The contract size for the 
nickel and tin mini-futures will 
be 1 tonne, while the lead 
mini-futures will be 5 tonnes. 
HKEx introduced yuan-traded 
zinc, copper and aluminium 
mini-futures in December 2014. 

Brazil hits record 
aluminium can recycling 
Brazil has hit a record rate of 
98.4% for recycling aluminium 
beverage cans. The country 
recycled a total of 289,500 
tonnes of used beverage cans 
(UBCs) in 2014, which 
represented 98.4% of the cans 
sold in the local market, 
according to the country’s 
aluminium association, Abal, 
and can manufacturers’ 
association, Abralatas. These 
figures were boosted by the Fifa 
World Cup, which boosted 
beverage can consumption, said 
Abralatas. Argentina was the 
world’s second-largest can 
recycler (91.1%) last year, 
followed by Japan (87.4%), 
according to the latest data. 

General Magnesium 
moves closer to 
production 
General Magnesium plans to be 
ready to start commercial 
output of magnesium at its 
Timmins, Ontario, Canada 
mine in three years. “We’re 
building three plants: a talc 
concentrator, a magnesite 
concentrator and a magnesium 
thermal reduction plant, which 
will produce metal from 
magnesite concentrate,” 
chairman and ceo William 
Quesnel told Metal Bulletin 
sister title AMM. The company 
will raise funds by one-third 
debt, one-third equity and 
one-third retained earnings, he 
said. The company plans to go 
public in January, and has 
stockpiled 50,000 tonnes of talc 
and magnesite ores from 
open-pit mining at Timmins. 
The mine is estimated to have 
talc and magnesite deposits of 
around 100 million tonnes. 

Noble shifts from  
metal to oil 
The reduction in size of Noble 
Group’s metals and mining 
business will see capital 
reallocated to its oil business, 
ceo Yusuf Alireza said during 
the company’s third-quarter 
results call. The company has 
been “right-sizing” its metals 
business and expects its 
performance in 2016 to be 
“somewhere between” that of 
2014 and 2015, he said. Readily 
marketable inventory levels also 
decreased following the 
liquidation of metal inventory, 
as well as the decline in 
commodities prices, Alireza 
added. Net profit for the group 
totalled $194 million in the nine 
months ended September 30, 
down from $372 million in the 
equivalent period last year.

CME to launch Japanese 
aluminium premium 
futures 
CME Group is to launch a 
Japanese aluminium premium 
futures contract in December, 
adding to its existing suite of risk 
management tools for the metal. 
The contract, which will begin 
trading on December 7, will be 
25 tonnes in size and will be 
cash-settled. It will use the 
Platts cif Japan spot premium 
for aluminium as reference. 
CME Group already offers 
aluminium premium contracts 

for the US Midwest and Europe, 
as well as physically-delivered 
aluminium futures. 

Trafigura backs  
Nyrstar rights issue 
Trafigura will take up €125 
million ($134 million) of the 
€250-275 million rights offering 
from zinc producer Nyrstar, the 
trading house said on 9 November. 
As part of Trafigura’s support for 
the rights offering, it has entered 
into a relationship agreement 
with Nyrstar, and established 
new long-term purchasing and 
sales tie-ups. Nyrstar has also 
negotiated purchase and sales 
agreements with Trafigura for 
zinc and lead concentrates and 
metals. 
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Nyrstar has established closer relations with Trafigura following 
the zinc producer’s rights issue
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 News review: steel
Samarco operations 
may be out until 2017
The tailings dam at Brazilian 
iron miner Samarco in Minas 
Gerais ruptured on 5 
November, flooding nearby 
settlements and leading to at 
least 11 deaths, according to 
local authorities. The company 
– a 50:50 venture of Vale and 
BHP Billiton – stopped mining 
at its Germano iron ore mine 
and will halt its pelletizing 
operations at Espírito Santo 
once its ore inventories are 
used up. 

Independent analysts have 
estimated that normal 
operations may not start before 
2017, with the health of the 
remaining tailings dam critical 
to the timing of a restart. 
Samarco supplies 25% of the 
international pellet market, with 
a pellet capacity of 30.5 million 
tpy. (See also regional review.)

Tata Steel opens 
Kalinganagar steel plant 
Tata Steel officially opened the 
first stages of its 3 million tpy 
greenfield integrated steel plant 
at Kalinganagar in India’s 
eastern Odisha state on 
November 18. The blast furnace 
and meltshop are expected to 
start up by the end of March 
2016. 

The first phase of the planned 
eventual 6 million tpy project 
will produce high-tensile 
strength steel and will lift Tata 
Steel’s India-based capacity to 
about 13 million tpy of crude 

steel. It will expand the company 
portfolio to high-grade flat 
products for shipbuilding, 
defence equipment, energy & 
power, infrastructure, aviation 
and plantbuilding. 

JSW Steel ramps up 4M 
tpy of new capacity 
India’s JSW Steel will ramp up 
its capacity by at least 4 million 
tpy to 18 million tpy by the end 
of December 2015, increasing 
steel capacity by 2 million tpy at 
both its Vijayanagar works in 
southern India and Dolvi works 
in western India. “This is 
intended to increase our market 
share as consumption in India 
grows. In the current quarter, 
we have increased our domestic 
sales by 26%,” joint md Seshagiri 
Rao told MB sister publication 
Steel First. 

JSW will increase production 
of direct reduced iron (DRI) at 
both plants to help increase total 
liquid steel production to 2 
million tpy at each. The 
expansion at Dolvi will include 
the addition of a 1.5 million tpy 
billet caster. The increased steel 
production at Vijayangar will be 
consumed partly by a 1.2 million 
tpy bar mill, which has already 
been commissioned. 

Vale iron ore reaches 
quarterly record 
Vale’s iron ore production grew 
by 2.9% year-on-year in the 
third quarter of 2015, to 88.2 
million tonnes. This represented 
the highest quarterly production 

in the company’s history, up 
from the previous record of 85.7 
million tonnes produced in the 
third quarter of 2014. From 
January to September, Vale’s 
iron ore production totalled 248 
million tonnes, a growth of 5% 
year-on-year. The performance 
was due in part to the 
ramping-up of Vale’s N4WS 
and N5S mines, which started 
towards the end of last year. 

BlueScope buys out jv 
partner in US mini-mill
Australian’s biggest steelmaker, 
BlueScope Steel, has agreed to 
buy out joint venture partner 
Cargill’s 50% share in a US mill 
for $720 million. North Star 
BlueScope Steel LLC – a 
mini-mill in Delta, Ohio, with a 
capacity of 2 million tpy of hot 
rolled coil – has delivered 
consistent financial 
performance and strong returns 
on invested capital to 
BlueScope, said the Australian 
steelmaker. 

The joint venture is Cargill’s 
lone remaining steel production 
investment, with the company 
having sold its North Star Steel 
unit in 2004. However, Cargill 
remains involved in the global 
trading, distribution and 
processing of steel products. 

BlueScope Steel also 
announced that it will keep its 
Port Kembla, Australia, plant 
open after the New South Wales 
state government agreed to 
defer A$60 million ($43 million) 
of payroll tax for the steelmaker 
over the next three years. 

Major Chinese 
steelmakers lost $4.4 
billion in January-
September 2015

Medium-sized and large 
steelmakers in China posted 
losses amounting to 28 billion 
yuan ($4.4 billion) in the first 
nine months of 2015 on an 
oversupplied steel market, 
reported the China Iron & Steel 
Association (Cisa) on 28 
October. In fact, the losses in 
steelmaking operations alone 

amounted to 55 billion yuan 
($8.7 billion) but these were 
partially offset by gains 
elsewhere, as many steelmakers 
have developed non-steel 
businesses. 

China’s crude steel output 
during the first nine months of 
the year fell 2% to 609 million 
tonnes, according to the 
National Bureau of Statistics. 
The country’s apparent 
consumption of crude steel fell 
5.8% year-on-year over the 
same period, according to Cisa. 

USA imposes duties on 
coated steel imports 
The US Commerce Department 
has imposed preliminary 
countervailing duties on 
imports of corrosion-resistant 
steel sheet – including hot-dip 
galvanized, electrogalvanized, 
aluminized, Galvalume, painted 
and pre-painted – from China, 
India, Italy and South Korea. 
Chinese producers were hit with 
subsidy margins of 26.26-
235.66%; Indian producers with 
2.85-7.71%; Italian producers 
13.06-38.41%, with the 
exception of Arvedi and 
Marcegaglia which were 
assessed de minimis rates; and 
Korean mills, except Union 
Steel Manufacturing and 
Dongkuk Steel, with 1.37% 
duty. 

US imports of corrosion-
resistant steel from the five 
countries targeted by the 
petition totalled 2.5 million 
tonnes valued at $2.16 billion in 
2014, according to the 
Commerce Department.

ArcelorMittal slashes 
slab output in Mexico 
ArcelorMittal is halting 
operations and cutting jobs at its 
Mexican operations due to 
lower international steel prices 
and unfair imports, the 
steelmaker told Steel First on 3 
November. Slab production 
levels at the company’s Lázaro 
Cárdenas mill, in Michoacán 
state, have been reduced by 
90%. As a consequence, the firm 
has partially stopped activities 
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Vale’s iron ore production hit a record in the third quarter
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Tico-Tico and Ipe mines, 
situated in the Serra Azul 
region in Minas Gerais state. It 
includes two beneficiation 
plants, with a combined iron 
ore processing capacity of up to 
6 million tpy. 

Trafigura and Mubadala 
agreed to pay 174.3 million 
Reais ($46.1 million) for the 
assets, split equally. MMX has 
been under bankruptcy 
protection since October 2014. 

Sims to cut back on 
scrap operations 
Sims Metal Management is 
looking to make major cutbacks 
in its North American 
operations to prepare for the 
lower ‘volume reality’ that could 
affect the global scrap industry 
over the next two to three years. 
The New York-based company 
said on 17 November that 
cutbacks could occur at 35 
facilities, mostly feeder yards, 
and result in the elimination of 
800 jobs. The resetting plan “is 
across the group, but 
divestment or long-term 
shutdown of feeder yards and 
operations are concentrated in 
the central part of North 
America and certain areas of 
Australia as well,” group ceo 
Galdino Claro said. 

at the unit’s electric arc furnace, 
slab caster and pelletizing lines, 
as well as indefinitely idling its 
Las Truchas iron ore mine.

The measures took effect on 1 
November, resulting in the 
elimination of around 2,500 
positions, said the company. 

CSN prepares for non-
core asset sales 
Brazilian steelmaking and 
mining company CSN has 
appointed three banks to help it 
with its non-core asset sales 
programme. This includes the 
sale of part of its shares in local 
logistics company MRS, selling 
its 17.42% stake in Brazil’s flat 
steel producer Usiminas, plus 
some energy projects and the 
Tecon private port in Rio de 
Janeiro. Credit Suisse is dealing 
with the sale of the Usiminas 
stake, while Bradesco is in 
charge of its energy project sale. 
State-owned bank Banco do 
Brasil is helping with divesting 
part of its MRS shares and, along 
with Bradesco, is also dealing 
with the Tecon offtake. 

North American crude oil 
pipeline permit rejected 
TransCanada Corporation’s 
permit application for the 
Keystone XL pipeline has been 
rejected by US president 
Obama, for now ending the 
nearly eight-year struggle to 

approve the project. The 
proposed pipeline would have 
carried crude oil 1,179 miles 
(1,897km) to Nebraska’s Steele 
City from Hardisty, a town in 
the Canadian province of 
Alberta. “The State Department 
has decided the Keystone XL 
pipeline would not serve the 
national interest of the [USA],” 
Obama said during a November 
6 briefing, “And I agree.” The 
president stated that approving 
the project would have undercut 
the US leadership in clean 
energy, and the country was 
going to “lead by example”. 

TWB opens welded 
blank facility in 
Kentucky 
TWB is opening a tailor-welded 
blanking facility in Glasgow, 
Kentucky, USA, to serve 
growing demand for higher-
strength, lighter-weight 
automotive steel products. The 
Monroe, Michigan-based joint 
venture between Worthington 
Industries and China’s Wuhan 
Iron & Steel is leasing a 12,000 
sq ft site to laser weld 
high-strength steel for heavy-
duty truck assemblies. Material 
processed at the Glasgow site 
will be stamped and assembled 
at a Tier 1 automotive supplier 
before being shipped to Ford’s 
Dearborn, Michigan, plant for 
its F-250 and F-350 trucks. The 
plant is due to start up around 
March next year. 

Trafigura and 
Mubadala’s purchase of 
MMX assets approved 
Brazil’s competition regulator, 
Cade, has approved the 
acquisition of MMX iron ore 
mining operations by Dutch 
trading company Trafigura and 
Abu Dhabi-based investment 
firm Mubadala Development. 
The acquisition includes the 
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CSN plans to sell its stake in flat steel producer Usiminas

Reduced demand across the scrap industry is prompting cutback plans at Sims Metal Management
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The future of Hot Strip Production: 
Arvedi ESP

The new standard in 
Hot Strip Production

To meet the requirements of todays steel industry,  
innovative technologies are needed. ESP is the proven 
technology to meet todays requirements in producing ul-
tra-thin steel products and high quality steel grades. This 
technology revolutionizes the flat-steel production the same 
way LD converters and continuous casting did in the previous 
century. Operating with a combined, continuous and uninter-
rupted casting and rolling process brings a lot of advantages:

• Lowest operating costs
• Outstanding geometrical, metallurgical 
 and surface quality
• The only plant type to produce ultra-thin 
 0.8 mm gauges in large quantities at 
 full width and at full productivity
• Industrial API production proven by certificate
• Low carbon footprint proven by certificate
• Low energy consumption proven by attestation

Worldwide 
protected by 

patents!

supplied by

Giovanni Arvedi · Cavaliere del Lavoro

OTHERS AREOTHERS ARE
EXPERIMENTING AND MAY 
EVEN TRY TO REPLICATE.

„

 
WE ARE PRODUCING 
IN ENDLESS MODE FROM 
ULTRA-THIN TO THICK.“
Giovanni Arvedi · Cavaliere del Lavoro

See it!
Feel it!

Touch it!
Get your own 
free ruler made from 
an original unpickled 
0.8 mm ESP-strip: 
contact@primetals.com

G. Arvedi

• Six references worldwide within shortest time
• 13 Million tons / year installed capacity
• 10 Million tons already produced on ESP

primetals inserat arvedi 418x274.indd   Alle Seiten 09.09.15   10:28



Totally installed ESP capacity in mt/year

2008 2009 2010 2011 2012 2013 2014 2015 2015 2015 2016 2016 2017

HSL
A

Sil
ico

n g
rad

es

API L
ine

 P
ipe

Mult
i P

ha
se

0.8
 m

m ga
ug

e

Rizhao Steel 1
China · 03/2015

facilities operatingfacilities under construction

Rizhao Steel 2
China · 04/2015

Rizhao Steel 3
China · 09/2015

Rizhao Steel 4
China · 03/2016

Rizhao Steel 5
China · 06/2016

Arve
di 

Ste
el 

· I
tal

y ·
 06

/20
09

sta
rt 

of 
pr

od
uc

tio
n

Carb
on

 gr
ad

es

14

12

10

08

06

04

02

00

The future of Hot Strip Production: 
Arvedi ESP

The new standard in 
Hot Strip Production

To meet the requirements of todays steel industry,  
innovative technologies are needed. ESP is the proven 
technology to meet todays requirements in producing ul-
tra-thin steel products and high quality steel grades. This 
technology revolutionizes the flat-steel production the same 
way LD converters and continuous casting did in the previous 
century. Operating with a combined, continuous and uninter-
rupted casting and rolling process brings a lot of advantages:

• Lowest operating costs
• Outstanding geometrical, metallurgical 
 and surface quality
• The only plant type to produce ultra-thin 
 0.8 mm gauges in large quantities at 
 full width and at full productivity
• Industrial API production proven by certificate
• Low carbon footprint proven by certificate
• Low energy consumption proven by attestation

Worldwide 
protected by 

patents!

supplied by

Giovanni Arvedi · Cavaliere del Lavoro

OTHERS AREOTHERS ARE
EXPERIMENTING AND MAY 
EVEN TRY TO REPLICATE.

„

 
WE ARE PRODUCING 
IN ENDLESS MODE FROM 
ULTRA-THIN TO THICK.“
Giovanni Arvedi · Cavaliere del Lavoro

See it!
Feel it!

Touch it!
Get your own 
free ruler made from 
an original unpickled 
0.8 mm ESP-strip: 
contact@primetals.com

G. Arvedi

• Six references worldwide within shortest time
• 13 Million tons / year installed capacity
• 10 Million tons already produced on ESP

primetals inserat arvedi 418x274.indd   Alle Seiten 09.09.15   10:28



MBR analysis

16 | Metal Bulletin Magazine | December 2015 - January 2016

Talk of smelter production 
cutbacks has intensified, with 
Alcoa talking the lead in the 
form of a 503,000-tonne 
reduction from its US 
operations. The scale is 
significant, but a muted price 
response showed that it is not 
enough from a global 
perspective and, furthermore, 
there is already a supply deficit 
in the USA. 

There were also mass LME 
warrant cancellations last 
month, which added a degree 
of uncertainty to the market. 
As a result of these factors, 
premiums have come alive 
again, with EU duty-unpaid up 
about 60% in a month, as it is 
here that the warrant 
cancelling has been focused. 

US Midwest premiums have 
risen too on the back of Alcoa’s 
cuts. Premiums are, however, 
not expected to rise too 
strongly as they will attract 
imports which, in turn, will cap 
their advance. 

As for LME prices, the risk 
in the short term remains to 
the downside, but that should 
at least keep the cutbacks 
coming.

Lead is another metal in which a 
bullish underlying fundamental 
position – possibly more bullish 
than that of copper – is out of 
sync with prices because of the 
general bearish mood. When 
lead is able to trade its own 
fundamentals, prices should 
recover sharply. One of the 
drags on lead prices has been 
disappointing demand, notably 
the weaker growth in emerging 
market auto sales – the main 
area for organic growth of 
lead-acid batteries. Of 
particular concern has been the 
slowdown in China’s auto 
market, in which sales in August 
fell 3% and only grew 2.1% in 
September. However, after a 
government tax incentive 
programme was introduced in 

October, vehicle sales jumped 
13.3%, so this could help restore 
some confidence in the lead 
market. 

Moreover, China’s lead 
production this year has been 
falling: mine output was down 
9.7% over January-October, 
and refined production was 
down 4.5%. China may be 
turning into a price-bullish 
aspect to the lead market.

Copper recorded a series of new 
six-year lows down as far as the 
$4,500s at the time of writing. 
The market has remained under 
pressure from a stronger dollar 
and continuing concerns about 
China’s economy. However, 
there seems to be a degree of 
complacency over supply 
reductions and disruptions, 
which are still accumulating. 
They have already been more 
than enough to offset slowing 
demand growth and more 
cutbacks still to come will 
ultimately lead to the small 
deficits we already forecast for 
next year becoming even more 
significant. 

In this regard, we maintain 
that copper prices are oversold, 
but it remains far from clear 

when they will realign with 
tightening fundamentals. MBR 
is now forecasting a Q4 average 
of just $5,050/tonne. For Q1 
2016 we have an average of 
$4,900/tonne, followed by 
$5,350/tonne in Q2. Changes to 
our 2016 numbers now provide 
a calendar year average of 
$5,563/tonne, which is more or 
less in line with our 2015 average 
of $5,546/tonne.

Nickel prices traded below 
$9,000/tonne in late November. 
At these price levels, cutbacks 
among the stubborn but 
loss-making traditional nickel 
producers are surely right back 
on the agenda, having so far 
largely resisted suspending 
capacity. If we take the position 
that prices are generally in a 
bottoming-out process – a view 
supported by both our technical 
and fundamental analysis – then 
a low-case scenario of $9,500/
tonne for a Q4 average is 
reasonable, but our main 
base-case forecast has been 
moved down to $10,100/tonne. 

MBR has followed these 
downward revisions into 2016 
also, though we still expect an 
upward price trend overall next 

year, especially in the second half, 
as meaningful supply deficits are 
forecast for this period. LME 
stocks already seem to have 
peaked, as outflows have become 
regular since September and 
cancelled warrants are 
persistently above 40% of stocks. 
But, for the moment at least, we 
are wary of these withdrawals, as 
we believe it is mostly inventory 
being relocated, not consumed.

Aluminium
Short-term outlook: premiums up, prices down

Copper
Market complacent about supply cuts 

Lead
China trends more supportive

Nickel
Bottoming out gradually
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In this regular section, MBR’s base metals team summarise their 
in-depth reports to highlight key factors driving the markets and 
short-term price forecasts. MBR’s Base Metals Weekly Tracker service 
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Ask an analyst
What is the outlook for the base metals in 2016?

Supply cutbacks are still a big 
theme in the zinc market and the 
spotlight has moved from 
Glencore’s big October 
announcement, to Nyrstar, and 
on to a group of leading Chinese 
smelters which, as we write, 
pledged to cut production by 
500,000 tonnes. Such 
announcements seem to be 
well-received by the market 
initially, with sharp short-
covering rallies a common 
reaction, but the higher prices are 
not sticking. Instead, rallies are 
just being viewed as fresh 
shorting opportunities, and 
probably as hedging opportunities 
by marginal producers too. 

MBR has not been particularly 
bullish about zinc’s fundamentals 
and consensus opinion seems to 

have aligned with that more 
sceptical view. Zinc, unlike 
copper or lead, still has a large 
stock overhang to clear, much of 
it in the unreported domain. 
Zinc’s fundamentals should still 
improve in quarters ahead, but 
only slowly because of the stock 
cushion and the weak demand 
backdrop. It may not be until 
deep into 2016 that zinc prices 
can start to recover sustainably. 

MBR’s baseline view on the base 
metals is that prices are oversold 
and out of sync with the 
fundamentals, which, from a 
supply-side perspective, are 
tightening up rapidly across the 
board. We think there are more 
disruptions and cutbacks to 
come. We also believe that China 
slowdown fears are somewhat 
overdone and expect 
policymakers to remain 
proactive and accommodative, 
with stimulus and easing 
measures already adopted still to 
fully bear fruit. And we think that 
most of the dollar rally, which has 
been so debilitating for 
commodity prices, is behind us. 

MBR is not alone in taking a 
cautiously optimistic outlook for 
metal prices. Referring to  MB’s 
latest Apex survey, for example, 
the consensus opinion is for a 
slow but sure recovery in prices 
over the next year, extending – 
and in many cases accelerating 
– into 2017 and 2018. That 
suggests there is widespread, 
albeit cautious, optimism that 
demand (be it physical or 
investment demand) may be 
around its nadir and be poised to 
rebound over the next 6-12 months. 

So while the prevailing 
downtrends could extend a little 
further in the short term, we 
should be aware that – if the 
consensus is correct – we are 
possibly very close to a point that 
should be considered an 
attractive entry for medium- to 
long-term strategic buyers. The 
bottom of this cycle, however, 
may be a long one: a ‘U’-shape 
rather than a ‘V’-shape. 

So what may help to reinforce 
that bottom and even initiate the 

turnaround? There are a few 
potential triggers for short-
covering rallies, some of which 
may even begin to repair 
sentiment more sustainably and 
encourage long positions to be 
rebuilt. Most importantly, there 
is a big focus on the weak 
demand outlook, so any bullish 
surprises on the demand front 
that change this perception – 
such as China stepping up its 
stimulus efforts or a run of better 
data – could turn the market 
round quickly. 

Also, sporadic tightness in the 
spreads has been a short-
covering catalyst in the past, 
often in aluminium, while the 
Chinese government could turn 
to stockpiling metal again to 
support the markets, as it did in 
2009 and has done sporadically 
since. And there may well be a 
‘sell-the-fact’ sell-off in the US 
dollar once interest rate lift-off 
finally happens. 

Finally – supply cuts. 
Although the market seems to 
have become somewhat 
complacent about these, there is 
no doubt that the removal of 
production from the equation is 
bringing oversupplied markets 
back to balance and in some cases 
even laying the foundations of 
supply deficits as soon as next 
year.

‘There is widespread, 
albeit cautious, 
optimism that 
demand may be 
poised to rebound’

Tin
Price forecasts lowered despite supply deficits

Zinc
Cutbacks rebalancing, stocks still high

Every month an MBR analyst answers a question raised by 
readers. If you have a question for our analysts, please email: 
acole@metalbulletinresearch.com

Analysis by Andy Cole, base metals analyst and editor of MBR’s Base 
Metals Weekly Market Tracker. Email: Acole@metalbulletinresearch.com
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We have revised down our tin 
price forecasts recently, not 
because the tin market 
fundamentals have deteriorated, 
but because the weight of 
negative sentiment across the 
commodities complex is making 
the previously-expected Q4 price 
recovery no longer likely. We 
now forecast an average price of 
$15,200/tonne this quarter, 
having started off with $16,300/
tonne. There seems to be support 
in the mid-$14,000s. 

Fundamentally, tin does not 
look too bad – we are still 
forecasting a deficit of 12,000 
tonnes in the global market this 
year, including a 2,600-tonne 
deficit in Q4 – but prices for the 
quarter will be at their lowest 
level since Q4 2009. And the 

theme of weak pricing will run 
into early 2016, despite another 
deficit year being forecast. 
Chinese production has 
weakened this year and Indonesia 
has limited supply from that 
country too. But demand is poor 
and what this market really needs 
is some encouraging signs of a 
consumption recovery within 
China, which is not yet 
happening.
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provides independent, detailed and timely analysis on the latest data, 
price movements and developments that impact the market conditions 
and outlook for LME-traded base metals. 

For free samples of MBR’s reports, please call Harriet Hall  
(tel: +44 (0)20 7779 8000) or access  
www.metalbulletinresearch.com/freesample.aspx
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Steel
China’s steel price puzzle 

Steel raw materials
Stocks build for the New Year

For the fourth consecutive 
month, global flat-rolled steel 
price benchmarks, as weighted in 
the chart shown, have fallen 
harder than long products and to 
such a dramatic extent that in the 
context of the past few years, they 
have now become the worst-
performing finished steels. As 
ever with steel these days, the 
reasons for this new trend are 
found within China, the last big 
consuming market where 
flat-rolled prices have finally lost 
their premiums over ‘equivalent’ 
long products.

In reality this pattern has been 
apparent for years in the rest of 
the world, and has been a 
function, primarily, of production 
costs, and especially the raw 
materials used. Ferrous scrap 
remains, outside China, the 
significant raw material for long 
products supply and since the 
dramatic erosion in iron ore and 
coke prices, scrap has become by 
default, though also arguably by 
supply/side constraints, a 
comparatively valuable raw 
material. 

So why are the Chinese 
consumers paying more for bars 
than for coils? From a demand 
perspective, bar demand may 
well have been stronger than for 
coil over the summer and 
autumn, given how construction 
tends to rise, and did so again this 
year, between July and October. 
However, since then there is little 
evidence that consumption has 
remained firm with the winter 
approaching. Indeed it is normal 
for construction activity, as 
indicated by cement output for 
example, to steadily retreat 
between October and February. 
Manufacturing, by contrast, 
invariably peaks in the fourth 

In the week ending November 
20th, the average iron ore spot 
price (MBIOI62) had reached an 
all-time low of just $46.00/t cfr 
Qingdao, including a near daily 
low of $44.91/t. The sheer extent 
of the erosion has surprised even 
our own bearish expectations. 
Although such a liquid price, with 
daily settlements, invariably is 
affected by non-fundamental 
factors, such as unrelated economic 
news and negative sentiment, on 
a quarter-average and even, in our 
experience, a monthly-average 
basis, price movements are well 
supported by underlying market 
fundamentals in China.

Indeed, and in-line with market 
participants expectations, $60/t 
cfr for the MBIOI62 occurs today 
in a balanced market, such as in 
August, while in an unbalanced 
market – when net supply 
additions (ie apparent iron ore 
consumption) exceeds demand 
(ie the iron ore required in the 
actual production of pig iron), 
prices fall. The relationship is so 
consistent that it is highly likely 
that throughout November and 
possibly especially in the week 
ending November 20, the market 
was more unbalanced – supply 
exceeding demand – than it has 
been all year. 

Unfortunately there is little 
demand data to draw on at the 
time of writing and we suspect 
market participants, in the same 
boat as ourselves, are paying more 
attention to the supply-side data, 
which includes trade data and 
stock. On that basis the portents 
would appear gloomy with a 
steady rise in stock levels at ports, 
and now even Brazilian ore 
exports, which had been falling all 
year to China, suddenly surging in 
October. Nevertheless, while 

quarter of the Chinese calendar 
and this year more so than usual 
with automotive production not 
only rising month by month since 
August but now, as of October, on 
a year-on-year basis as well.  

Final usage indicators for steel 
should have a better relationship 
with Chinese prices, which are for 
resale rather than producer prices, 
and therefore directly refer to 
business between actual customers 
and their suppliers rather than 
mills and distributors, but this is 
not happening. Clearly, the reason 
for this relates more to supply-
side dynamics. Indeed, whereas 
bar production is falling in response 
to weak demand there is little 
indication that flat-rolled output 
is responding to flat-rolled demand.  

Demand may well be rising and 
at an accelerating pace, but supply 
most likely continues to rise more 
quickly with the export dependency 
on coated steels, for example, 
surging by Chinese standards to 
over 15% of production, compared 
with 10% for long products. With 
increasing countervailing and 
potential anti-dumping duties 
targeting Chinese flat-rolled more 
than long products, production 
will soon be forced back in China 
but – at the moment at least – not 
without a fight.

Chinese steel markets may be in 
seasonal decline at present, at 
least for the dominant 
construction-related steels, the 
iron ore market is seasonally 
strong right now. 

This is the quarter where stocks 
are always built up to cover the 
New Year downturn when 
weather-related phenomena tend 
to affect imported material. The 
fact that the vast majority of stock 
is held by mills suggest that, as 
usual, whether production of iron 
and steel today is falling or not, the 
primary concern is about 
resourcing for the New Year. 
Moreover, with oil prices 
predicted to stabilise next year, 
this might well be a good time to 
replenish material, particularly at 
such low prices. 

Similar restocking efforts are 
apparent among major scrap 
buyers too, especially in Turkey, 
no doubt also because scrap prices 
earlier fell below most market 
expectations, triggering 
purchasing. The demand outlook 
may be looking worse than before 
– although it still remains better 
than this year, judging by the 
Oxford Economics’ latest 
forecasts – but we do not expect 
raw materials prices to worsen 
anytime soon.

For access to MBR’s detailed product and regional price, supply and demand forecasts or for a free sample of MBR’s Steel  
or Steel Raw Materials Market Trackers: www.metalbulletinresearch.com/freesample.aspx

Analysis by Alistair Ramsay, 
Metal Bulletin Research
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FOR SALE BY PRIVATE NEGOTIATION
DUE TO THE CLOSURE OF:

Outokupmu Nirosta, 
Krefeld - Meltshop

CAPACITY: 620.000 Ton  
Raw Stainless Steel/Year
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A STRIPCASTING PLANT
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• AOD CONVERTER SYSTEM

• SECONDARY METALLURGY
• “SACK” CONTINUOS SLAB CASTING PLANT 
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Coil-Tainer Limited

Visit us at our website or contact us directly, we would be pleased to discuss with you your unique shipping needs from origin to destination.

www.coil-tainer.com

2011 Best Logistics/Transportation Provider of the Year

An independent NVOCC ocean carrier dedicated and focused exclusively on the shipment of steel, aluminum, tin plate and copper coils utilizing  
our revolutionary system developed as the ultimate solution to shipping large and heavy coils safely...reliably...efficiently...and damage free!

With our specially designed patented Coil-Tainer pallets, we accomplish all this with the ability to ship in a standard ocean-shipping container.

The advantages of Coil-Tainer are:

• Loading and unloading of containers done much faster with less 
labor, safer and in better working conditions.  

• Less handling of coils and consequently no damages.  
• Major reduction in packaging material.

• No wooden blocking or bracing required.
• No wooden shipping skid required.

• No fumigation of wood required - no wood in the container.
• No special containers required; steel coils shipped in a  

standard ISO container.

• Reduction in Insurance Claims and Claims Handling.
• Coil-Tainer Bill of Lading.

• Weekly fixed sailings.
• J.I.T delivery.

• Warehousing and distribution offered.
• Ocean rate on a per ton basis, therefore you only pay 

for what you ship.
• Coil-Tainer’s exemplary dedicated customer service 

and responsiveness.

Coil-Tainer Limited
1615 West Chester Pike, Suite 105

West Chester, PA 19382
Phone: 1-610-918-8000

Fax: 1-610-918-8680
Email: info@coil-tainer.com

European Office:
Coil-Tainer Limited
Antwerp, Belgium
Phone: 32.3.540.1917
Fax: 32.3.542.3193
Email: Dirkv@coil-tainer.com

www.hilcoind.com
www.coil-tainer.com
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 Regional review 

While early 
indications are 
that duties in US 
sheet steel trade 
cases could be 

hefty enough to limit import 
volumes even with the strong 
US dollar, domestic producers 
remain concerned about the 
effect of ‘unfairly traded’ 
imports on the industry’s 
bottom line. They also voiced 
concerns that treating China as 
a market economy would only 
make things worse. 

Although US steel import 
volumes fell 24% year-on-year 
in October, the US import 
market share year-to-date 
reached a record 30%, up from 
28% for the full year of 2014.

Overall the US steel industry 
has been encouraged by the 
preliminary countervailing 
duties announced by the US 
Commerce Department on 
imports of corrosion-resistant 
steel from China, India, Italy, 
South Korea and Taiwan. 
“These determinations are an 
important step in ensuring that 
our foreign competitors play by 
the rules of fair trade,” says 
James L. Wainscott, chairman, 
president and ceo of AK Steel. 

North America 
Myra Pinkham
USA takes action over trade

“We are hopeful that the 
subsidy margins will be 
sufficient to help stem the flow 
of unfairly traded material,” 
says Philip K. Bell, president of 
the Steel Manufacturers 
Association. 

While calling it a move in the 
right direction, Nucor’s ceo 
John Ferriola says this is just a 
first step, with many others to 
come. “While some of these 
subsidy margins are significant 
and will help address the unfair 
trade practices we face, others 
are too low and do not yet 
reflect the actual level of steel 
subsidies from these countries,” 
he says. Steel Dynamics says it 
expected only minimal results 
for the CVD margins on Taiwan 
and South Korea.

Industry observers expressed 
the hope that anti-dumping 
duties, both for these cases and 
for hot-rolled and cold-rolled 
sheet, will mirror these 
preliminary determinations. 
The preliminary determination 
for anti-dumping duties for the 
corrosion-resistant steel sheet 
case is expected by December 
21 with those for hot-rolled  
and cold-rolled sheet to follow 
next year.

Europe
Richard Barrett
Extraordinary times

It’s clearly not 
usual for the city 
that plays host to 
the headquarters 
of the European 

Commission to close its metro 
system, schools and cinemas for 
several days while armed police 
and soldiers patrol its streets. 
Brussels is starting to return 
towards normality at the time of 
writing, but still remains on its 
highest state of alert for 
potential terrorist attack.

The attacks in Paris on 13 
November have catalysed 
Western leaders’ efforts to 
come up with a unified 
international response to the 
threats of terrorism posed by 
‘ISIS’. The UN unanimously 
approved a Security Council 
resolution, introduced by 
France, to “take all necessary 
measures” in the fight against 
ISIS. The vote in favour came 
also in the wake of the earlier 
destruction of a Russian civilian 
airliner, which broke up over 
Egypt’s Sinai desert.

Frances’s President Hollande 
has embarked on a mission to 
meet four world leaders in as 
many days – Prime Minister 
Cameron, President Obama, 

Chancellor Merkel and 
President Putin – with the aim 
of agreeing a co-ordinated plan 
to tackle the war in Syria.

The fact that some of the 
individuals responsible for the 
Paris attacks apparently moved 
in and out of EU territory with 
ease – and once in EU territory 
could cross national borders 
freely – has intensified debate as 
to whether border security 
controls should be tightened. 
Questions have also been raised 
about the potential for would-be 
terrorists to use the huge flow of 
genuine refugees and asylum 
seekers entering Europe as a 
means of ‘cover’ for their own 
cross-border movements.

The dreadful consequences of 
terrorist attacks in Paris have 
touched thousands of people 
and waves of sympathy and 
support have emanated from 
most Europeans. Now the 
majority of European citizens 
continue everyday activities as 
normal. Nevertheless, as 
geopolitical developments 
continue to unfold apace, it 
remains to be seen what changes 
may yet arise for the region and 
how those will affect future 
confidence.

Asia
Juan Weik
Taiwanese steel mills look abroad

Steel demand in 
Taiwan has long 
entered what the 
Taiwan Steel & 
Iron Industry 
Association 

recently called a “mature stage”. 
Apparent consumption on a 
crude steel basis reached 23.5 
million tonnes in the territory 
last year, up 5.4% from 2013 – 
but still down 14.1% in 
comparison with the record high 
set in 2004. Amid a shrinking 
domestic demand, steelmakers 

have long been stepping up their 
steel exports, especially to Asia. 
In 2014, shipments abroad totalled 
around 11.3 million tonnes, 
representing roughly 43% of 
Taiwan’s production of 26.3 
million tonnes of finished steel.

Taiwanese mills, however, 
have been facing increasingly 
difficult conditions to compete in 
overseas markets, mainly 
because of a lack of free-trade 
agreements between Taiwan and 
other countries. China, Japan 
and South Korea, Taiwan’s 

biggest competitors in Asia, have 
all signed agreements with the 
Association of Southeast Asian 
Nations (Asean) members, for 
example.

That situation, coupled with 
the fact that mills cannot expand 
their crude steel capacity in 
Taiwan any more because of 
environmental restrictions, has 
been prompting local 
companies to expand abroad. 
China Steel Corporation (CSC), 
Taiwan’s biggest steelmaker, 
unveiled plans in September to 
build a joint venture steel plant 
in Indonesia, which would add 
to facilities it already operates in 
Malaysia and Vietnam. 

Formosa Plastics Group, a 
Taiwanese industrial 

conglomerate, is finishing 
construction of a 7 million tpy 
blast furnace-based mill in 
Vietnam that will become 
Southeast Asia’s largest steel 
plant when it comes on stream 
next year. And recently, at the 
end of October, Tung Ho Steel, 
a 2.5 million tpy steelmaker, 
said it would acquire Fuco Steel 
Corporation, an electric arc 
furnace mill that can produce  
up to 1 million tpy of crude steel 
in Vietnam.

With steel prices at multi-
year low levels and several 
companies in financial trouble 
throughout Asia, it will not be 
surprising to see more news of 
acquisitions involving 
Taiwanese buyers in the sector.
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Africa 
Bianca Markram
African bourses must raise their game

In mid-November, 
the African 
Securities 
Exchanges 
Association 

(Asea), which comprises 23 
states in Africa, addressed during 
its annual conference in 
Johannesburg, South Africa, 
what African stock exchanges 
need to do in order to grow and 
attract companies, including 
commodity businesses, on the 
continent.

African exchanges have 
collectively traded to date in 
2015 more than $325 billion in 
equities, $1.2 trillion in bonds, 
and $438 billion in ETF and 
other modes of trade, according 
to Oscar Onyema, president of 
Asea and head of the Nigerian 
Stock Exchange. However, of 
the more than 1.5 million 
businesses registered in Africa, 
only about 1,600 are listed on 
African exchanges.

Some of these are mining 
companies; mainly exploration 
companies that get access to 
developmental capital through a 
listing. However, many of the 
exchanges are rather small and 
illiquid with few companies 
listed, giving companies few 
options to getting capital. 

On the other hand, bourses 
experience contraction when 
companies, such as exploration 
companies, struggle to maintain 
their listings due to a 
commodities cycle slump. 

A possible solution to 
illiquidity could be collaboration 
between bourses. However, the 
desire to maintain sovereignty is 
a stumbling block to many 
bourses’ ability to expand their 
offering. There are some 
initiatives under way in West and 
East Africa to link exchanges, but 
these continue to be works in 
progress as long as countries fear 
losing control through greater 
collaboration. 

Onyema suggested that 
African bourses require new 
ways to engage with business 
leaders to highlight the vital role 
bourses play in facilitating 
long-term financing, in 
mobilising resources, and 
directing the flow of savings and 
investments within each 
country’s economy. 

Many African companies fail 
because of poor corporate 
governance, Onyema said. 
Securities exchanges can 
influence and promote 
sustainable business practices on 
the continent. 

Latin America 
Ana Paula Camargo
Samarco’s dam disaster

The accident at 
Samarco’s 
Fundão tailing 
dam, in Brazil’s 
south-eastern 

Minas Gerais state, is regarded 
by local authorities as one of the 
biggest environmental disasters 
to have impacted the Latin 
American country. “It is a 
tragedy of enormous 
proportions,” Mariele Ramos, 
president of national 
environmental agency Ibama, 
said. “We have thousands of 
hectares of protected areas 
destroyed and the total 
extinction of all the biodiversity 
along a stretch of the Rio Doce 
River.”

Ibama intends to fine Samarco 
100 million Reais ($26.2 million) 
for environmental damage, while 
a preliminary federal 
government fine was set at 250 
million Reais ($65.6 million) for 
environmental damage to the 
Rio Doce basin, damage to 
properties and power supply 
interruptions.

The tailings dam at iron ore 
pellet producer Samarco – a 
50:50 joint venture between Vale 
and BHP Billiton – ruptured on 
November 5, flooding nearby 
settlements, polluting the Rio 

Doce basin and leading to at least 
eleven deaths, according to the 
latest information.

The firm has three 
concentrators at the Germano 
mine, in Minas Gerais, and three 
slurry pipelines linking the site to 
its pelletizing plant 400 km away 
at Anchieta city. Samarco has a 
production capacity of 30.5 
million tpy of pellets from four 
pelletizing lines – supplying 
about one-fifth of global pellet 
demand.

As a result, the company 
stopped mining operations at its 
Germano iron ore mine, and will 
halt production at its pelletizing 
unit once iron ore inventories are 
used up. Pelletizing operations at 
Samarco may not restart before 
2017, analysts have said, leading 
to a tighter direct reduction 
pellet market.

Samarco can generate 
revenues to cover its fixed costs 
until it resumes output, but Vale 
noted that operations will be 
resumed “if and when” a social 
consensus decides that it is 
desirable. “If we can’t prove that 
Samarco can operate safely 
again, and that we can mitigate 
the environmental and 
humanitarian damages, we won’t 
be able to restart the firm,” it said.

Regional steel 
demand failed to 
improve in 
November, while 
imports still 

impacted local producers. 
For example, Turkey’s steel 

imports from China increased 
by 451.4% in September to 
465,000 tonnes, the Turkish 
Steel Producers’ Association 
(TÇÜD) reported. In January-
September 2015, steel imports 
from China totalled 1.97 million 

tonnes, a 255.7% increase 
year-on-year, and 834,000 
tonnes of this volume was billet. 
The association highlighted that 
Turkey did not import any 
semi-finished products from 
China in September 2014, but 
imported 308,000 tonnes of 
billet in September 2015.

Turkey’s crude steel 
production fell by 5.7% in the 
first half of 2015, and by 7.8% in 
January-September 2015. 
Capacity utilisation in the steel 

sector was 62% in the first three 
quarters of 2015. TÇÜD 
expects Turkey’s crude steel 
production for the year to fall 
below 32 million tonnes, against 
34,035,000 tonnes in 2014.

Saudi Arabia’s largest 
steelmaker, Sabic Hadeed, twice 
reduced its domestic rebar prices 
for November sales. The company 
offered rebar at 1,800 riyals 
($480) per tonne ex-works, down 
from 2,045 riyals ($545) per 
tonne ex-works for October sales. 

In October, the Saudi Arabian 
government announced plans to 
reduce public spending in the 
fourth quarter of 2015, which 
will also cut steel demand. 
Buyers in the country were thus 

not willing to book large 
quantities when prices are falling 
and the outlook is unclear.

Egyptian producers also have 
to cope with the depreciation of 
the Egyptian pound against the 
dollar. The currency weakened 
from E£7.85 to the dollar in the 
first half of October to E£8.05 in 
early November. The country’s 
largest rebar producer, Ezz 
Steel, offered its November-
rolled rebar to local buyers at 
E£4,942 ($614) per tonne 
ex-works, up by E£212 ($26) per 
tonne from its October 
production price. But with the 
weakening currency, the dollar 
equivalent rose by only $12 per 
tonne month-on-month.

Middle East
Serife Durmus
Uncertainty continues
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Mario Longhi
‘Phenomenal 
change’
Pittsburgh-based United States Steel Corporation is deeply rooted 
in US steelmaking history. Faced with a multiplicity of challenges, 
Mario Longhi, president and ceo, has returned to the founding 
principles in what is one of the toughest transformation periods 
for the company, writes Vera Blei
After joining US Steel in 2012, 
Mario Longhi began a multi-year 
improvement programme, which 
he refers to as a “journey”, in April 
2013. The programme is named 
The Carnegie Way, inspired by 
co-founder and legendary 
businessman Andrew Carnegie.

“When we began the journey, we 
were looking for a name that would 
help people to converge to the 
concept fairly easily,” Longhi said. 
One of the observations from 
Carnegie that resonated, he said, is 
that if you address sufficiently 
everything that is under your 
control, you will eventually succeed. 

“We are putting everything on 
the table and we are trying to 
address the improvements needed 
based on what we can control,” 
Longhi explained.

Facing tough times
In its  2014 earnings report, US 
Steel celebrated its first annual 
profit since 2008 on the strong 
performance of its flat rolled steel 
business. But the reprieve was 
short-lived. The company 
registered a $74 million loss in the 

first quarter of 2015 on surging 
imports and the rising costs of coke 
plant shutdowns. A slowdown in 
drilling activity on lower oil prices 
also hit the bottom line hard.

Low oil prices depress the 
demand for oil country tubular 
goods (OCTG) and US Steel is the 
largest supplier to that industry. 
The OCTG business division in turn 
is supported by the company’s flat 
rolled division – meaning US Steel 
is being hit doubly hard by the oil 
sector slowdown.

Losses mounted further in the 
second quarter with the bottom line 
battered by low oil prices and 
plunging energy tubular shipments. 
Contributing to the loss was a $255 
million write-down related to the 
restructuring of US Steel Canada 
under the Canadian equivalent of 
Chapter 11 bankruptcy protection. 

Longhi is diplomatic in his 
response to whether the acquisition 
of the Canadian assets in 2007 was a 
plain wrong decision or just poor 
timing. “Not having been there at 
the time when the acquisition was 
made, I’m bound to miss a piece of 
the puzzle. I look at the outcome, 

and the outcome was not a very 
good one. And we have to deal with 
that legacy. And that’s what we are 
doing,” he said.

In the summer, after the second 
quarter results, Longhi had been 
more optimistic for the second half 
of the year, expecting better results 
from cost-cutting efforts, improved 
demand for flat-rolled products and 
new trade laws kicking in, but this 
did not materialise. 

“I was wrong,” Longhi said. 
“Within about 30 days of that 
statement, we saw a dramatic 
collapse of everything in the other 
direction. It has continued, and  
that has imposed a burden that I 
don’t think we can overcome for the 
rest of the year,” he said. The 
company significantly cut its 2015 
earnings forecast outlook after 
posting a $173 million net loss in the 
third quarter.

Plant closures
US Steel has acted faster than other 
steelmakers to shut down upstream 
iron ore and coke operations, and 
steelmaking and tubular facilities in 
the downstream segment. 

Profile

‘We are putting 
everything on 
the table and 
we are trying 
to address the 
improvements 
needed based 
on what we can 
control’



December 2015 - January 2016 | Metal Bulletin Magazine | 23

U
S 

ST
EE

L



Profile

24 | Metal Bulletin Magazine | December 2015 - January 2016

“We are not talking about plant 
closures, we are doing it,” Longhi 
said. In 2015, the company has laid 
off or issued Worker Adjustment 
and Retraining Notification 
(WARN) to over 9,000 workers.

 “When you get to a situation 
where there is no hope [for the 
future of a given facility], then you 
need to look for the health of the 
majority. And you have to decide 
that this thing [business unit] 
cannot keep dragging the other 
group of the company that has a 
chance,” he explained. 

Longhi is quick to add that 
decisions over job cuts are the most 
difficult ones to make and they are 
only made after careful 
consideration. “These decisions, 
they take a very well structured and 
slow course. This is never done on a 
whim,” he said.

US Steel idled several of its 
Fairfield, Alabama steelmaking 
operations last month (November), 
ahead of the proposed permanent 
shutdown. The company has not 
issued a shutdown notice yet.  
This includes the blast furnace, hot 
strip mill, pickle line, cold mill, 
annealing facility, and the stretch 
and temper line. 

The company will maintain the 
facility’s slab and rounds casters, the 
No. 5 coating line and the Double G 
hot dipped galvanizing joint 

venture in nearby Jackson, 
Mississippi.

Part of the Carnegie Way 
restructuring programme is the 
installation of an electric arc furnace 
(EAF) at Fairfield. The project will 
go ahead, Longhi confirmed, 
despite the closure of other facilities 
at the plant.

The company would have to 
invest in the relining of the blast 
furnace for continued operation in 
any case, but instead – and for a 
similar investment – a new EAF 
will offer a much higher degree of 
flexibility for production at Fairfield 
in the future.

“Blast furnaces are very 
untameable beasts when it comes to 
flexibility. You have to operate it at 
very high utilisation. You can take it 
down to a lower level, but the level 
of instability you create sometimes 
isn’t tenable,” Longhi explained. 
“EAF is the opposite. I can flip it on 
at 7.30 in the morning, operate it till 
9.30, flip it back off and sit and 
relax.”  

The EAF, a $203 million 
investment project, will have a 
capacity of 1.6 million tpy and will 
replace the ageing blast furnace at 
the facility with a capacity of 2.4 
million tpy.

US Steel is also in the process of 
temporarily idling its Granite City 
Works in Illinois. The plant is the 

primary flat rolled steel supplier to 
the company’s Lone Star tubular 
operations in Texas, which was idled 
earlier this year. Longhi noted that 
the facility could be restarted if 
market conditions improve. At the 
same time, he does not rule out 
additional closures elsewhere if 
needed.

“This is a moving animal. Every 
time you do something, you create a 
completely different environment. 
So you need to reassess what is the 
potential for this environment, how 
things are working, which sets the 
new base for whatever else you are 
going to do,” he said.

The transformation that US Steel 
is undergoing at the moment is of an 
unprecedented scale.

Longhi highlighted how the 
company has grown over the last 
100 years – not as a cohesive 
footprint, but on the back of a series 
of acquisitions. “It is not an 
environment that has been 
designed for full efficiencies,” he 
said. “So think of the disruption. 
You have a platform which is 
operating and all of a sudden, you 
need to reshuffle everything.”

Under the Carnegie Way 
programme, Longhi is looking to 
reshape the company’s footprint to 
maximise US Steel’s 
competitiveness and its ability to 
generate profit. “Nothing is sacred,” 
he said. “We’ve been moving 
forward. We have demonstrated 
very visibly and efficiently the 
capability of the Carnegie Way 
process. And we are just going to 
continue.”

Profit & cash focus 
Longhi does not expect a significant 
recovery in market conditions in the 
near-term. Under the 
circumstances, he is looking to 
rationalise operations as much as 
possible, so that the facilities which 
continue to operate, operate at a 
higher capacity. 

At the same time, Longhi’s 
strategy is firmly focused on 
generating profit. “We have to make 
money in difficult markets, and then 
we can deliver economic profit 
when the markets get a little bit better. 
But we are not there yet,” he said.

Savings related to the Carnegie 
Way have so far reached $1 billion 
when taking 2014 actuals and 2015 
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‘We have 
demonstrated 
very visibly and 
efficiently the 
capability of the 
Carnegie Way 
process. And we 
are just going to 
continue’

US Steel is a large 
supplier of oil country 
tubular goods
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projections into account, but more 
needs to get done to ensure that the 
company can get through these 
difficult times. “We are going to 
right-size the operations. We are 
investing more in research & 
development. We are improving 
investments and capabilities inside 
our operations and this should carry 
us through,” Longhi said.

Equally important is the focus on 
cash and it forms a central part of 
the Carnegie Way journey. “People 
need to look at cash. We were sitting 
on a situation where we had about 
$420 million in cash at the end of 
2013, coming into 2014. And in 
April of 2014 we had a debt 
repayment that was coming up for 
$320 million,” Longhi said. “We 
had been borrowing money to pay 
debt for quite a few years and we 
basically made the decision that we 
are not going to do that. We’ve got 
to figure out how were are going to 
be able to pay off this debt and not 
borrow more money.”

The company went from $420 
million to $1.5 billion in cash at the 
end of 2014, after having paid the 
debt. “This chest is making a 
significant difference in having the 
ability to face this downturn,” 
Longhi said. “Can you imagine 
where we would be today, if the 
teams hadn’t done what they did?”

European footprint
The transformation programme 
actually first gained momentum at 
the company’s Kosice facility in 
eastern Slovakia. “Kosice is a 

wonderful operation,” Longhi said. 
“They were the first ones to 
embrace the Carnegie Way. What 
took us in the US several months to 
move forward, they embraced in 
the first month.”

Thanks to the facility’s structured 
approach to business change, the 
operation has been profitable for the 
past two years. The integrated plant 
can produce 4.4 million tpy of crude 
steel, which it casts into slab for 
rolling, as well as some value-added 
products such as tinplate and pipe. 
“I call it a little bit of a jewel. They 
have done terrific things on the 
operational side” Longhi said. The 
company is using the success at its 
European operation for best 
practice sharing in North America. 

Longhi is also confident in the 
future prospects for the Kosice 
plant. “In Slovakia, the finance 
minister and the environment 
minister came to visit just a few 
weeks ago, and a couple of OEMs 
[original equipment manufacturers] 
have declared that they are going to 
invest in the region. And we are 
right there in the middle of it. It’s a 
good thing that is taking place 
there,” Longhi said.

US Steel is also using its presence 
in Europe to actively engage with 
politicians and regulators, 
particularly in how to tackle the 
rising pressure from imports.

Latest data on the EU steel 
market suggests that demand could 
grow by 1.5% this year, on par with 
the expected rise in activity in the 
region’s steel consuming sectors, 

according to European steel 
association Eurofer. During the 
second quarter of 2015, apparent 
steel consumption in the EU grew 
by 5.5% year-on-year after a weak 
first quarter.

Regional steelmakers, however, 
are struggling to reap any benefits 
from this demand recovery, as 
imports from third countries have 
risen to their highest level since the 
second quarter of 2011. Ahead of an 
emergency EU summit on steel in 
early November, which came in the 
wake of several plant closures in the 
UK, Eurofer urged EU ministers to 
make use of the full set of available 
trade defence measures to ensure 
the future of steelmaking in the EU. 

Longhi believes that US Steel can 
make valuable contributions to the 
debate. “Nobody has learnt how to 
deal with trade cases like the US. 
We are in earnest engaged with the 
European Union because they are 
seeing the same kind of difficulty,” 
Longhi said.

The US Steel ceo is 
uncompromising in his view that 
any company engaging in trade of 
dumped material is on the wrong 
side of the argument. “I always say 
that trade is good, but it has to be 
done under the rule of law,” he said. 
“If people are sponsoring the kind of 
dumping that takes place, one could 
argue that they are committing a 
crime.”

China is by no means the only 
country accused of dumping steel 
into the export market, but in terms 
of volume it is the most significant 
one. In the first ten months of this 
year, China exported a total of 92.1 
million tonnes of finished steel, 
according to Chinese customs data. 
This is an increase of 24.7% 
compared with the corresponding 
period last year. China’s total steel 
exports are expecting to breach 100 
million tonnes in 2015.

“This is not free or fair trade. This 
is dumping. That’s why there is a 
word for it. It’s a violation of the 
proper code of conduct established 
by the World Trade Organisation,” 
Longhi said.

Trade injury redefined 
Back in the USA, in late June, the 
US steel industry applauded 
President Barack Obama for 
signing into law landmark trade 
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legislation that includes measures 
expected to make it easier to file 
trade cases. With Trade Promotion 
Authority (TPA) and related Trade 
Adjustment Assistance (TAA) 
signed into law on June 29, stricter 
trade remedies lobbied for by steel 
mills have come into effect – 
including a clearer definition of 
injury in trade cases. 

“I believe we have achieved the 
most profound breakthrough in the 
trade environment for 
manufacturing in general. We did it 
in steel, but it impacts all the 
manufacturing, when we created 
the proper clarification of the 
definition of injury that is within the 
trade law,” Longhi said.

Advisors had warned Longhi that 
trying to redefine the definition of 
injury in trade law was complex and 
too difficult to alter. “We are 
problem solvers,” he said. “The 
problem is that if we can’t solve it, 
we are never going to get out of the 
doldrums because historically 
foreign companies and 
governments have figured out how 
to circumvent trade laws.”

Longhi instructed a team of trade 
specialists to revisit “every 
document and every debate” when 
the definition of injury was created 
and introduced in the trade laws in 
the mid- to late-1970s. Their 
findings included that too few 
factors were being used to define 
injury in rulings. “So we created a 
broader set of metrics that better 
clarify what is the damage.”

So when the TPA discussion 
came about, the US steel industry 
insisted on the redefinition of injury. 
“We went to the executive branch, 
and we went to congress, and said 
that if you want our support, this 
[definition of injury] has to be there.”

“The only thing that we want is a 
fair playing field. If trade is going to 
be a good thing for society, it has to 
be done under the rule of law. 
Otherwise it’s a fallacy.”

The signing of the TPA and TAA 
into law was just one critical step 
though and the industry cannot 
rest, but has to proactively ensure its 
implementation. “What we need to 
do now is to educate not only the 
government departments on how 
they assess the situation under these 
new references, but we also have to 
educate the ITC at the same time,” 

Longhi said. “This is a complex, 
difficult process, but it is happening. 
So we shall see how this is going to 
play out.”

Career in steel
Longhi is clearly passionate about 
the company he leads and the steel 
industry as a whole. So it may come 
as a surprise to hear that 
engineering was actually not his first 
choice of career. “I really wanted to 
be an oceanographer,” he said. But 
he couldn’t find a suitable course 
after he had completed his military 
service and applied for metallurgical 
engineering instead. “I didn’t like 
civil or mechanical engineering, I 
liked microstructural things, so I  
got in.”

Right at the end of his studies, he 
got a job at a metallurgical 
laboratory at an equipment 
manufacturer. He lasted about six 
months. “It was too confined. I 
really wanted to expand,” he said.

At the time, Alcoa was building 
the Alumar Refinery, an integrated 
aluminium plant right in the middle 
of the Amazon, which was then the 
largest investment in Latin 
America. Longhi was working for a 
company that was contracted to 
build a lot of the equipment that 
went into that facility. 

A few years later, Alcoa 
approached him to join the 
company directly, which he did in 
1982. “For me it really became an 
engineer’s dream,” Longhi said. 
“From concept to inception, we 
went there and put it together. In 
the end, I said I want to operate it 
and then I stayed and operated it. It 
was full circle.”

From there, his career took off, 
spanning over 23 years at the 
company, with increasing 
responsibility and stints in Brazil, 
the USA and Switzerland.

In 2005, Longhi then decided it 
was time for a new challenge. At the 
time, Ameri Steel had ambitions to 
grow after Gerdau had bought a 
stake in it and Longhi joined that 
year as president, and then also took 
on the role of chief executive officer 
in 2006 until 2011.

He proudly recites his track 
record. “In four years, it went from 
3 million to 12.5 million tonnes of 
capacity and from $4 billion to $9 
billion in revenue,” he said. When 

the company was taken private, he 
retired. 

Longhi had developed a good 
relationship with John Surma, who 
was US Steel’s ceo and chairman at 
the time. Surma reached out to 
Longhi to discuss ideas for the 
future of the company. 

“There was an emotion of peace,” 
Longhi said. “I started with Alcoa 
out in Pittsburgh and all of a sudden 
I’m retired, trying to go back to 
school to do oceanography and 
Pittsburgh again? That felt like an 
important thing.”

There was another, highly 
personal aspect to the prospect of 
working for US Steel. “America has 
given everything for me. It meant a 
way of life that for a simple farm boy 
I never imagined,” Longhi said.  He 
was born in Brazil and became a US 
citizen in 2007. “If we can get US 
Steel to become iconic again, I think 
it is an important feature. 
Manufacturing is crucial for this 
country.”

He also sees the role at the 
company and his overall 
contribution to the US steel 
industry as an opportunity to 
personally give back. “If we can do 
that it is going to be very meaningful 
for the country and for the people, 
and personally, maybe it’s a way of 
an attempt to give back,” he said.

Phenomenal change 
Longhi’s passion for the change that 
is under way in his company is 
palpable. “What is happening inside 
of US Steel, in general, is 
phenomenal,” he said. “According 
to consultants, who have seen what 
we are doing, there is no deeper 
broader transformation effort 
taking place in the country.”

True to the principals of Andrew 
Carnegie, he keeps his efforts 
focused on what he can control.

“We are going after the job that 
has to be done in the most powerful 
way that anyone could consider 
doing. And I think that is our 
obligation and that’s really all we 
can do,” Longhi said, adding that “I 
would dare any activist to come and 
tell us that we are not doing all that 
could be considered. That gives us 
comfort. We are comfortable that 
we are doing everything that is 
required – and pretty effectively by 
the way. So that’s the story so far.”
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that we want is  
a fair playing 
field. If trade 
is going to be a 
good thing for 
society, it has to 
be done under 
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Harvey heads Alcoa’s 
upstream business
Alcoa has appointed Roy Harvey as 
president of the company’s global 
primary products (GPP) group, 
effective immediately. Harvey had 
been executive vp of human 
resources and environment, health, 
safety and sustainability, and he 
previously also served as coo and cfo 
of the GPP group. 

Alcoa announced its plans to split 
the upstream and downstream 
operations into two separate 
companies on September 28. Alcoa 
also announced that Vas Nair, who 
was chief talent and diversity officer, 
would replace Harvey in his previous 
position, effective immediately. 

Triland augments 
Singapore staff
Triland Metals’ Singapore office has 
hired Jane Hu and Penelope Ma to 
work on the LME ring dealing 
member’s sales team. Hu was 
previously a base metals trader at 
Noble in Singapore and Ma was 
business development manager, 
Asia, at FastMarkets. Triland, which 
is 100% owned by Mitsubishi Corp, 
set up its Singapore office in April 
2014. 

UIL Singapore hires  
two traders 
LME category 5 member UIL 
Singapore has recently hired two 
base metals traders: Eddie Sng, 
previously a trader at Clearsource 
Trading, and Simon Xu, formerly a 
Lobb Heng trader. 

China Steel appoints new 
chairman, president 
China Steel Corp (CSC) of Taiwan 
has appointed Jyh-Yuh Sung as 
chairman of the board from  
October 1. Sung replaces Jo-Chi 
Tsou, who will continue in the 
capacity of honorary adviser, while 
executive vp Horng-Nan Lin 
succeeds Sung as CSC president. 

De Leeuw joins  
Berzelius Metall 
Sander de Leeuw is joining Berzelius 
Metall in Germany as raw materials 

People moves

director from the first quarter of 
2016. De Leeuw, who was 
previously commercial director of 
Boliden Mineral, will be responsible 
for leading the procurement of the 
raw materials division’s concentrates 
requirements, and will be based in 
Stolberg at the company’s primary 
lead smelter. Berzelius Metall is part 
of Ecobat Technologies. 

Noble hires Russo 
Noble Group has appointed Frank 
Russo as group head of internal 
audit, based in Stamford, 
Connecticut, USA, with effect from 
October 5. He was previously at GE 
Capital, where he was managing 
director and head of audit for the 
energy, aviation and insurance 
divisions. Before GE, he was at 
Deloitte & Touche for more than 
eight years as a senior advisor for 
governance, regulatory and risk 
strategy. He also spent six years at 
ABN Amro Bank. 

Marsden is md of  
Nordic Iron Ore
Paul Marsden has been appointed as 
new managing director of Swedish 
junior miner Nordic Iron Ore, 
having previously been its technical 
sales and marketing director. Prior to 
joining Nordic Iron Ore in 2011, he 
held various executive positions at 
Swedish miner Northland 
Resources. 

Abbott takes non-
executive role at Ambrian
Martin Abbott, the former chief 
executive of the London Metal 
Exchange, has joined physical metals 
trading company Ambrian as a 
non-executive director. Abbott, who 
left his role at the LME in 2013 after 
overseeing its sale to Hong Kong 
Exchanges & Clearing, is also a 
non-executive director of LME 
category II member Mitsui & Co 
Commodity Risk Management and 
an adviser to Abu Dhabi Global 
Market.

Prentice joins  
Levmet board 
Gavin Prentice has joined trading 
house Levmet’s board of directors, 

the company announced on  
October 9. He will advise the board 
on developments at the LME, and 
will help to broaden the company’s 
trading activities and profile across 
the world. Prentice is also chairman 
of the LME’s aluminium and nickel 
committees. He was previously 
global head of sales at LME 
ring-dealing member Marex 
Spectron, and a member of the 
LME’s board of directors. 

TK Industrial Solutions 
names Wegmann 
ThyssenKrupp’s Industrial 
Solutions business has appointed 
Jens-Michael Wegmann as ceo and 
board chairman, effective October 
15. He has responsibility for 
strategy, communications, 
technology/innovation/
sustainability, quality & processes, 
and compliance. Industrial 
Solutions has four business units: 
resource technologies, process 
technologies, system engineering 
and marine systems. Board member 
Hans Christophe Atzpodien will 
concentrate fully on the 
management of the marine systems 
business. 

Michelmore takes over  
as ICMM chairman
MMG’s ceo Andrew Michelmore 
has taken over as chairman of the 
International Council on Mining 
and Metals (ICMM) from Mark 
Cutifiani, ceo of Anglo American. 
Michelmore was elected to the 
position at the bi-annual members 
meeting in London during LME 
week in October.

Senior appointments at 
Sucden Financial 
Sucden Financial has made several 
senior appointments. Marc Bailey 
has been named managing director, 
Toby Osborne as finance director 
and Alexander Culley as group 
compliance officer. Bailey joins the 
company from Jefferies Bache, 
where he served as president. 
Osborne previously was finance 
director at Czarnikow Group. 

Sucden Financial (HK) has 
appointed Andy Ko as senior 
account executive in Hong Kong. 
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Metal Bulletin Research (MBR) analysts provide an 
overview of recent developments in the key steel 
markets in the Middle East and an outlook for 
2016 and beyond

The Middle East steel industry 
has been buffeted by headwinds in 
2015. Global overcapacity and 
weak demand means that steel 
exports have been targeted at the 
region, with low-priced billet and 
long products of particular 
concern. Within the region itself, 
sharply lower oil and gas prices 
have raised concerns about 
long-term investment in 
infrastructure. Conflict continues 
to disrupt markets in Syria and 
Iraq, and this year spread to 
Yemen. 

After rapid growth in 2014, 
when Gulf Co-operation Council 

(GCC) region crude steel output 
jumped by 24% year-on-year, 
there will be a far more modest 
gain of just 1.2% in 2015. New 
GCC capacity growth is limited 
from here with a number of 
projects either indefinitely 
postponed or unlikely to be 
developed before 2020. From this 
point onwards, most increases in 
output will come from higher 
utilisation at existing facilities. 

Other Middle East markets 
have fared less well. Turkish 
production has plunged as 
scrap-fed EAF output has been 
substituted for by cheap imports 

of billet from China and the CIS. 
Other regional producers, 
including Jordan and Oman, have 
been similarly affected.

Only Iran has seen growth as it 
pursues its autarkic steel policies. 
The arrival of new capacity is slow 
and typically delayed, but we do 
expect to see additional output in 
Iran over the next five years as 
these mills come on-stream and 
existing capacity utilisation rates 
rise. Overall however, peak 
growth rates are now in the past 
and the strategic focus must now 
move to profitability at existing 
operations. 

Chinese imports surge
As well as achieving higher 
output, regional mills have to 
compete against imports. Most 
noticeably, those are from China. 
Import volumes into the region 
soared in 2014 and have remained 
at elevated levels during 2015. 
Based on Chinese export data, 
Chinese supplies to the region 
totalled 6.7 million tonnes in 
2014 – up from 3.2m tonnes in 
2013 and 2.4 million tonnes in 
2012. Based on total consumption 
of 85 million tonnes in 2014, 
China supplied 8% of the total.

Based on preliminary 
nine-month data, import volumes 
are likely to exceed 8 million 
tonnes in 2015 and may end up 
being closer to 9 million tonnes, 
given a recent surge in exports – 
particularly of billet. That will be 
about 10% of steel consumed in 
the region. As a proportion of 
imports, they are particularly 
noticeable in plate and tin-mill 
products, where they account for 
over 25%, but their biggest market 
share is in wire rod (over 50%).

Amid rising imports, lower 
demand growth and increased 
competition from domestic and 
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regional suppliers, it is MBR’s 
view that the Gulf mills must 
improve their competitive 
position. In past years, they have 
sought to keep prices higher and 
reap the advantages of being the 
domestic producer with some 
captive buying – often supported 
by regulations. However, this has 
resulted in them losing market 
share to non-regional suppliers. 

Now, however, it appears that 
they are fighting back and using 
price to push out imports as the 
domestic market is shrinking due 
to a combination of excess 
inventory and weaker fundamental 
demand amid a pullback in new 
project starts as lower oil and gas 
prices bite. In our opinion, this 
will be a major trend over 
2016/17. Hadeed has trimmed 
its workforce and other mills are 
now pricing to exclude imports. 

The integrated DRI-EAFs can 
do so thanks to their still 
competitive cost position. Thanks 
to low iron ore prices and 
low-priced, long-term gas 
contracts, their production costs 
remain lower than Chinese 
imports. On the assumption that 
Chinese suppliers cannot 
indefinitely sustain sales at below 
cost levels, the competitiveness of 
domestic producers should allow 
them to gain market share and 
increase volumes and improve 
profitability in 2016 from current 
lows if they trim excess costs. 

Energy concerns
Within the GCC region and some 
other Middle East markets, oil 

and gas supplies the majority, if 
not the bulk, of government 
revenue. In turn, it has been 
governments that have been 
driving elevated investment in 
infrastructure in the region, 
which has pushed up steel 
demand. Unsurprisingly 
therefore there is the risk that 
falling revenues will translate into 
falling steel consumption. 

To date, it appears that 
governments are willing to 
maintain investment expenditure 
and use previously-built-up 
surpluses to maintain plans. 
Long-term projects (for example, 
the Qatar World Cup, Dubai 
Expo, railway expansions, new 
airports, roads and housing 
projects continue to progress). 
MEED estimates that new 
construction contracts in 2015 

will be the highest ever at $172 
billion in the GCC region, with 
total projects underway or 
planned valued at $2.8 trillion. 
However, new projects may well 
be delayed, which will curb future 
steel demand (unless oil and gas 
prices rise unexpectedly).

MBR does not expect crude oil 
prices to bounce back to pre-2014 
levels in the near term. The 
combination of continued OPEC 
supply growth (Iran & Iraq) and 
elevated US production levels 
suggests that the market will be 
well-supplied in 2016. 
Meanwhile, demand growth is 
also expected to moderate. While 
foregone investment as a result of 
the lower prices will mean that 
prices creep up over the forecast 
period, the marginal 
improvement in prices will 
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result in marginal capacity 
(notably in the USA) returning to 
the market relatively quickly and 
this will keep a lid on price 
appreciation prior to 2020. In 
addition, we are forecasting 
slower global economic growth as 
Chinese growth slows 
significantly and switches to less 
energy-intensive activity. We are 
not forecasting a return to $100/
barrel oil prior to 2020.

Steel demand in the wider 
region has struggled due to civil 
war. Syrian demand is now less 
than 10% of its peak, while Iraqi 
growth has been pulled back after 
growing very strongly prior to 
2013. Meanwhile Yemeni 
demand has disappeared in 2015. 
It is not unreasonable to suggest 
that regional conflict has removed 
up to 4 million tonnes of steel 
demand. 

Sanctions to end in Iran
The UN-brokered nuclear 
agreement with Iran will result in 
an easing of the sanctions regime. 
The initial major change will be an 
increase in Iranian oil and gas 
exports. This should improve cash 
flow to the domestic economy and 
allow higher government 
expenditure, although low oil 
prices and domestic subsidies 
(and a poor budget deficit) may 
mean that there is relatively little 
impact on domestic steel demand.

Immediate foreign direct 
investment is also unlikely with 
concerns over long-term returns. 
As such, we see only a moderate 
upturn in the economy as an 
immediate impact from the end of 
sanctions. Should there be 
sustained improvement in 
performance, we see strength 
later in the forecast period 
alongside higher oil and gas 
revenues.

MBR is therefore cautious on 
the immediate impact on steel 
demand and suggest that it may 
continue to struggle over at least 
the next two years. However, 
there will be a bigger impact in 
terms of trade and potentially 
long-term capacity. 

Iran was never banned from 
selling steel under UN sanctions. 
However, the financial 
restrictions that banned banks 

from processing dollar payments 
for Iranian deals made sales 
difficult. Many of the sales that 
were made were processed via 
UAE banks. 

The end of sanctions should 
allow a return to easier banking 
access, although it may take some 
time for that to be organised. In 
addition, foreign traders and mills 
may also be able to enter the 
market to a greater extent and 
secure financing. It may also 
relieve some of the stigma of 
sourcing Iranian steel. 

As such, we would expect one 
of the biggest short-term factors 
will be an increase in exports, 
although that runs its own risks. 
High volumes of exports to 
Europe, for example, could incur 
trade investigations with Iran 
targeted for anti-dumping duties. 
Iranian exports to Europe have 
already increased sharply in 
2014/15, with 350,000 tonnes of 
HR coil sold to Italy in the first 
half of 2015 for example. We also 
expect to see greater volumes of 
Iranian billet and slab and sections 
exported. 

Imports will also rise. India is 
set to supply large amounts of 
plate to the Iranian market to feed 
large-diameter tubular mills, but 

Iran has also sought to protect its 
own market. In March 2015, Iran 
raised import tariffs to: 15% on all 
flat rolled products (excluding 
HRC below 2mm); 10% on billet; 
20% on all long products.

The bigger impact in the longer 
term may be improved access to 
foreign technology and parts for 
steelmaking. Danieli is a 
long-term supplier that has 
expressed interest in future steel 
investments in Iran when 
sanction removals allow. Access 
to technology has stymied growth 
in Iran for a long period due to the 
fact that there is a limited 
domestic technology capability. 
Even here MBR expects delays. 
Bureaucracy, a lack of capital 
availability and foreign currency 
may limit the Iranian side to 
major state groups for example. 

Pellet is a factor
Moreover, Iranian output growth 
may be constrained by a lack of 
pellet. Iranian pellet output was 
21 million tonnes in 2014, with a 
capacity of only 22 million tonnes. 
This has resulted in rising pellet 
imports, with India (KIOCL) as 
the primary source along with 
Bahrain. 

There are projects to build 
additional pellet capacity, with 
Outotec of Finland securing a 
contract for a 2.5m tpy pellet 
facility at Khorasan for example, 
which is due on in 2017. Over 
time, the aim is to secure up to 40 
million tpy of domestic pellet 
capacity to feed the additional 
DRI output, but we believe that 
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this is unlikely in the short term. 
As such, we may see imports rise 
to as much as 5 million tpy. 

In the short-term, the ability to 
secure DR pellet may be impacted 
by the Samarco accident, which 
may be forced to stop mining for 
two years or possibly longer. As a 
spot buyer, Iran has less control 
over sourcing material and it may 
not be able to secure supply. 
Samarco is a major supplier 
– particularly of DRI pellet. MBR 
estimates that it accounts for 
approximately 30% of merchant 
DR pellet supply (i.e. excluding 
tied supply). This suggests that 
the exit from the market could be 
significant – at least in the short 
term. 

Bahrain Steel should be a 
beneficiary. At 4.8 million tonnes 
in 2014, its pellet output was well 
below capacity of 11 million tpy. 
With Minas Rio now operating at 
higher levels, its raw material 
supply should be eased. We 
expect that it could make up to 8 
million tonnes of pellet in 2016 
and possibly more in 2017/18.

MBR also expects alternative 
suppliers will switch from blast 
furnace pellet (Vale, LKAB and 
Metalloinvest), given the spare 
capacity within the system. It is 
also a possibility that Samarco 
could re-start its pellet plants 
sooner, sourcing alternative mine 
supply. This seems unlikely, but 
not impossible, with Vale 
potentially supplying the 
company, or it could buy on the 
open market from other miners.

Nevertheless, we do expect 
Gulf DRI producers to pay a 
higher premium (compared with 
BF pellet) through the first half of 
2016 and they may need to codify 
the relationship with suppliers 
with additional contracts. It may 
return to more normal difference 
from 2017 onwards. In 
November 2015, the Atlantic 
Blast Furnace pellet premium 
(65% Fe) was $30/dmt, whereas 
the DR pellet premium (67.5% 
Fe) was $40/tonne.

Investment opportunities
The Iranian pellet industry is one 
area of expected investment, but 
MBR believes that there are 
others. The focus in the last 

decade has been on the 
production of long products, but 
the region is now well-supplied 
with high self-sufficiency ratios 
(see chart). The region remains 
short of flat products, however, 
with no HR plate or tin-mill 
capacity while HR coil and HDG 
are still dependent on imports. 
Some investment in HDG is going 
ahead with United Steel building 
an HDG line in the UAE and 
al-Ghurair bringing its 
long-delayed HDG expansion on 
stream next year, but we believe 
that other projects do remain 
viable, particularly if they can 
access low-cost gas. Hadeed has 
pushed back its flat product 
projects to an indefinite holding 
position, while ESI continues to 
plan for HR coil. Nevertheless, 
MBR continues to believe that 
now would be a good time to 
invest. 

Demand outlook positive
One of the key reasons that MBR 
is positive on investment is that, 
despite the headwinds, we believe 
that regional steel demand will 
continue to grow. In flat products, 
investments in tubular capacity 
continue, with JFE confirming its 
180,000 tpy LSAW mill to be 
built in UAE in 2017/18. Even 
prior to that, there have been 
capacity additions in Saudi Arabia 
for large-diameter line-pipe, 
ERW structural and mechanical 

pipe, with other investments in 
place in the GCC.

Meanwhile, Iran is set to 
expand its large-diameter pipe 
network massively, while Iraq still 
has significant demands. Import 
replacement of steel-intensive 
products is also under way with an 
increase in capacity to make more 
roll-formed products, purlins, 
sandwich panels and HVAC 
equipment. Iran and Turkish 
automotive output is also growing 
strongly, in the short-term at 
least. 

Even in long products, we 
expect the investment 
programme in the Gulf to remain 
under way at least through to 
2018, even if oil and gas prices do 
not increase. Iran may be slow out 
of the blocks after the end of 
sanctions, but we do expect 
stronger growth later in the 
period, while Iraq and other 
regional markets hit by conflict, 
have the potential to add growth 
(although this is not our base case). 

While we have tempered our 
expectations from a year ago, we 
are still forecasting long-term 
growth of 2.4% per annum out to 
2020, which would take total steel 
demand in the region to almost 
100 million tonnes. 

MBR’s latest study “A Strategic 
Assessment of the Middle East Steel 
Industry out to 2020” is available. 
Markets covered include: Bahrain, 
Iran, Iraq, Israel, Jordan, Kuwait, 
Lebanon, Oman, Qatar, Saudi 
Arabia, Syria, Turkey, UAE & 
Yemen.

GCC self-sufficiency ratios in steel products (2015)

Source: MBR
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corporate tax and excise tax to 
steelmakers and their products. 
Currently, most countries in the 
Gulf Co-operation Council (GCC) 
do not levy taxes, or have 
minimum taxation. 

Since Middle East economies 
are driven largely by oil, price 
fluctuations of that commodity 
early in 2015 caused concerns 
across the region. The member 
countries of the GCC – including 
Saudi Arabia, the UAE, Qatar, 
Bahrain, Oman and Kuwait – are 
all directly or indirectly affected 
by oil prices, with Saudi Arabia 
having the strongest connection.

One of the main drivers of steel 
consumption in the GCC 
countries is pipelines. These 
countries will need to build 
21,000 km of steel pipelines over 
the next five years, according to 
event organiser Al Fajer 
Information & Services. 

Saudi Arabia is by some way the 
largest oil country tubular goods 
(OCTG) market in the Middle 
East. In 2013, it accounted for 
46% of the total OCTG demand in 
the region. Metal Bulletin 
Research (MBR) believes that this 
market will be supported by 
further Saudi Aramco tenders in 
2016. With the UAE, Kuwait and 
Oman also all strongly purchasing 
now, the demand prospects for 
2016 are looking stronger for the 
region, MBR notes.

Turkey
Turkey had two parliamentary 
elections in 2015, on June 7 and 
November 1. The steel-
consuming sectors postponed 
spending in an atmosphere of 
uncertainty before the elections, 

Steel markets in Middle Eastern 
countries have been mostly weak 
throughout 2015, with most 
countries struggling with several 
problems. In addition, low-priced 
exports from China, falling oil 
prices and weak global demand 
have all affected the region.

Sources told Metal Bulletin 
Magazine that the market is 
unlikely to improve in 2016, as 
global signs are not encouraging. 
Falling raw material prices, as well 
as oversupply from China, are 
expected to continue in 2016, 
which means that investments will 
not increase.

In the first ten months of 2015, 
Middle East crude steel output 
reached 23.175 million tonnes, 
virtually level with 23.19 million 
tonnes in the same period in 2014, 
according to the World Steel 
Association (worldsteel). Middle 
East countries contributing to that 
total include Iran, Qatar, Saudi 
Arabia and the UAE. 

Some countries in the region 
took protective measures against 
‘dumped’ imports, and several 
investigations for anti-dumping 
started during the year.

Producers in the region have 
not been very optimistic about the 
outlook, with costs increasing. For 
example the increasing cost of 
utilities such as natural gas and 
electricity are pushing up the costs 
of steel production in the Middle 
East and North Africa (Mena) 
region, according to BS Shetty, 
commercial general manager of 
UAE flat-rolled steel re-roller and 
coater Al Ghurair Iron & Steel 
(AGIS). He also noted that most 
governments in the region have 
suggested applying VAT, 

while the country also suffered 
from its currency losing value 
against the US dollar and other 
currencies. Strikes at two OEMs 
and several product suppliers for 
the automotive sector in May 
caused the sector to pause 
production for a while, but later 
production figures showed that 
strike effects did not reduce 
annual automotive output.

The AKP (Justice and 
Development Party), which had 
ruled Turkey for 13 years in a 
single-party government, failed to 
get enough votes to govern in the 
June 7 elections, causing more 
uncertainty for the country’s 
economy and steel sector. The 
Turkish lira weakened, with  
TRY1 worth $0.3633 on June 8 
compared with $0.3731 on  
June 5.

As the parties failed to form a 
government in June, early 
elections were held on November 
1, at which the AKP managed to 
get 49.5% of the votes, enough for 
a single-party government. The 
steel sector, which had been 
sluggish since the beginning of 
2015, improved slightly, as the 
economic outlook became a bit 
clearer. The Turkish lira was 
trading at $0.3449 on November 
2 following the election results, up 
from the $0.3414 on October 30.

The Turkish steel sector had to 
struggle with problems such as 
low-priced Chinese steel entering 
the country in large volumes. In 
January-September 2015, 
Turkey’s steel imports from China 
totalled 1.97 million tonnes, a 
255.7% increase year-on-year, the 
Turkish Steel Producers’ 
Association (TÇÜD) said, noting 
that 834,000 tonnes of this 
volume was billet. In the first nine 
months of 2014, Turkey imported 
only 20,000 tonnes of billet from 
China. 

In January-October 2015, 
Turkey’s total crude steel output 
decreased by 6.9% year-on-year to 
26.55 million tonnes, with EAF 
production up 13% to 17.43 
million tonnes, and blast furnace 
output up 7.6% to 9.13 million 
tonnes. The country’s billet 
production reached 19.69 million 
tonnes in January-October 2015, 
down 4.5% year-on-year, and 

Middle Eastern steelmakers have been wrestling with 
common issues this year, notably rising imports and 
increasing domestic costs, reports Serife Durmus

An uncertain 
outlook for 2016

‘Producers 
in the region 
have not been 
very optimistic 
about the 
outlook’
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hot-rolled coil (HRC) imports from 
seven countries, including China, 
France, Japan, Romania, Russia, 
Slovakia and Ukraine, after an 
application by domestic flat steel 
producers Erdemir, Tosçelik and 
Çolakoglu, while Isdemir and Habas 
also supported the move. Turkey has 
a 9% import duty on HRC imports, 
but European mills are exempt from 
it. Also, companies with an inward 
processing certificate also do not pay 
any import duty. The inward 
processing regime exempts 
end-users of flat steel from import 
duties, provided that they export 
their end-products.

Turkey imposed a temporary 
duty on HRC imports from 

slab production fell 13.1% to 6.86 
million tonnes, TÇÜD said.

Production at automotive 
manufacturers Tofas and Oyak 
Renault, both located at Bursa, 
stopped on May 14 as workers 
protested about their wages, and 
resumed on May 17. The Turkish 
Automotive Manufacturers 
Association (OSD) was expecting 
the 2015 production figure to be 
close to 2014 output of 1,170,445 
vehicles. The country produced 
1,106,801 vehicles in January-
October 2015, up by 18% year-on-
year from the 936,759 vehicles in 
the first ten months of 2014.

On January 28, Turkey started 
anti-dumping investigations into 

Slovakia, Russia, Japan, and China 
on August 28. The duties range from 
2.22% to 35.15%, and will be in effect 
until the investigation ends. The 
end-users of HRC argue that these 
duties reduce the competitiveness of 
their sectors in export markets.

Turkey also started an 
anti-dumping investigation on 
Chinese cold-rolled and then 
galvanized or colour-coated coil 
(‘pre-painted galvanized iron’, or 
PPGI) on July 23. The application 
for the investigation was made by 
MMK Metalurji, and was supported 
by Tezcan Galvaniz with the claim 
that imports from China affect local 
production in Turkey. The product is 
already subject to 15% import duty.

Unicoil continues campaign for high-quality products 

their users that they meet or exceed 
requirements. “It is about 
transparency to make our quality 
clear by comparison with imports,” 
Al-Ajaji summarises, adding that 
other industries in Saudi Arabia 
have now followed a similar 
strategic direction.

Al-Ajaji says that the Saudi 
standards authority is due to issue 
further updated standards for 
coated steel products soon. He adds 
that greater attention is now being 
paid by national and regional 
authorities to the application of 
WTO rules on trade with both 
Saudi Arabia and the GCC region. 
Unicoil itself has had direct input to 
the evolution of American 
standards for coated coils in 
addition to promoting them at both 
a producer and end-use level.

Since world production of 
continuously galvanized flat-rolled 
steel products exceeds 100 million 

When MB Magazine interviewed 
Unicoil ceo Rayed Abdullah 
Al-Ajaji a year ago, the company 
was part way through a mission to 
explain to coated coil users in Saudi 
Arabia and the GCC region that it is 
worth paying a $100-150/tonne 
premium for high-quality products 
made in the region, rather than 
buying cheaper imported 
pre-painted galvanized material 
that can fall well short of required 
coating weights and minimum 
paint thickness specifications, or 
may contain lead levels that are 
dozens of times higher than 
regulations allow.

The company’s ‘education 
programme’ also targeted 
government departments, services 
and authorities responsible for 
applying trade regulations and 
standards for coated products to 
promote understanding of why and 
where they should be tightened and 
more vigorously applied.

One year later, Al-Ajaji says the 
message is getting through. More 
thorough inspection and testing of 
imported coils has been made at 
Saudi ports since July 2015, for 
example, and new specifications 
and regulations are clearer and 
more strictly enforced.

In occupying the ‘high ground’, 
Unicoil itself has continued to be 
scrupulous in controlling, tracking 
and identifying the content of its 
own products (labelled on every 
linear metre produced) to satisfy 

tpy now, Al-Ajaji sees the universal 
global application of internationally 
recognised standards as the basis of 
fair competition between 
producers. However, he points out 
that with both national and GCC 
authorities to persuade and agree 
on harmonised standards and 
regulations, progress in Unicoil’s 
region takes time.

Market balance shifts
“It has been a challenging year for 
the Saudi, GCC and whole global 
steel sector,” says Al-Ajaji.

Unicoil points out that, at 
154,560 tonnes during the first 
nine months of this year, imports of 
organic-coated steel and coils 
(PPGI) products from China to 
Saudi Arabia were 19% higher than 
the 130,020 tonnes imported 
during the same period last year. 
Unicoil expects its own PPGI sales 
in 2015 to be 17% lower than last 
year, but it expects sales of its 
galvanized products this year to be 
up by the same percentage over 
2014 sales.

Although PPGI imports from 
China have climbed, Unicoil 
believes its own efforts to 
encourage purchasers to take 
quality as well as cost into account 
have significantly limited that 
growth. Without its campaign, 
Unicoil believes that exports of 
Chinese PPGI to Saudi Arabia 
might have been 40% higher than 
last year.
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Rayed Abdullah 
Al-Ajaji: further 
diversification of 
products is in the 
pipeline for 2016

‘It is about 
transparency 
to make our 
quality clear 
by comparison 
with imports’
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increase as countries try to battle 
against low priced imports.

United Arab Emirates
The UAE steel market has also been 
among those notably affected by 
low-priced Chinese exports, 
especially for billet, as well as flat 
steel products. Production costs 
increased in the country in 2015, to 
add to the problems of competing 
with imports. The UAE produced 
2.494 million tonnes of crude steel 
in January-October, an increase of 
28.6% from 1.939 million tonnes in 
2014, according to worldsteel.

In April 2015, the UAE’s biggest 
steel producer Emirates Steel 
Industries warned of the damaging 

Meanwhile, Canada set 
anti-dumping and countervailing 
margins of up to 41% for imports of 
rebar from Turkey, South Korea 
and China in December 2014, but 
the Turkish Steel Exporters 
Association’s (CIB) requests for a 
review were successful in April. 
The investigation is still continuing 
as this article goes to press.

Market participants in Turkey 
are expecting 2016 to be broadly 
similar to 2015 in terms of steel 
demand and profitability, with 
China expected to keep exporting 
large volumes at low prices and 
with the uncertainties in global 
markets expected to continue. 
Protectionism is expected to 

impact of low-cost Chinese and 
Turkish steel on the UAE market, 
and called for protective action to 
be taken by the government. “If 
proper measures are not adopted, 
many producers in the UAE would 
be at risk of losing capacity, putting 
the country at risk of losing impetus 
in diversifying [the] economy away 
from [its] dependence on oil as the 
major source of income,” ceo Saeed 
Al Romaithi said. 

Imports of billet to the UAE from 
China increased by almost 300% in 
2014 compared with the previous 
year, and for wire rod by nearly 
112%. In January 2015, imports to 
the UAE from China increased by 
186% compared with January 

Unicoil continues campaign for high-quality products 

Marks of quality
Unicoil already had the Emirates 
ESMA Quality Mark and the Saudi 
SASO Quality Mark last year. It has 
received similar approval from 
Jordan since then and is expected to 
get equivalent Kuwaiti recognition 
very soon – at which point it will be 
the only company operating in the 
GCC region to hold all four, stresses 
Al-Ajaji.

Unicoil has also extended its 
thickness range for hot-dip 
galvanized hot-rolled coil from 1.5 
mm to a maximum of 2 mm. 
Al-Ajaji says that demand for 
thicker product has been good. 
Another improvement has been 
achieved in reducing the lead time 
for delivery of customised 
(non-standard) PPGI colours from 
3-4 weeks to just one week, by 
having the ability to mix paint on 
site to a very wide palette of colours 
on demand. Coated coils in a range 
of half-a-dozen standard colours 
can be delivered from stock in just 
two days. Al-Ajaji says that further 
product diversification is in the 
pipeline for 2016.

“The excessive imports of PPGI 
from China is still threatening 
Saudi and regional producers. That 
is why Unicoil had to compensate 
for the decline in its market share of 
pre-painted steel PPGI by 
increasing its market share of 
galvanized steel sheet and coils,” 
says the company.

Unicoil’s total capacity for 
producing galvanized coils is 
250,000 tonnes. The company uses 
part of its output to produce 
pre-painted coil and sheets (PPGI) 
and the balance is sold as unpainted 
galvanized sheet and coils (GI). 
While the company’s PPGI output 
is expected to have fallen from 
108,000 tonnes last year to about 
94,000 tonnes this year, its GI 
output is expected to rise to 96,000 
tonnes in 2015, by comparison 
with 82,000 tonnes last year.

“In 2015, weak demand and 
excessive import traffic from China 
pressured the local producers in 
terms of production, prices and 
market shares,” Unicoil stresses.

Saudi demand for PPGI in 2014 
was 255,000 tonnes. Unicoil says 
that demand is at the same level this 
year and that imports of PPGI from 
China for the whole of 2014 
reached 220,000 tonnes. Local 
national production capacity for 
PPGI is 380,000 tpy – a supply-
demand imbalance that has 
resulted in an average local national 
capacity utilisation for PPGI of 
43%, notes the company.

Transparency continues
Two years have passed since 
Unicoil started its transparency 
and education campaign. The 
latest step in its continuation has 
been to redesign its website 
substantially. In addition to 
information about its own product 
lines, services and processes, it 
provides an extensive set of 
technical data, environmental and 
safety information, as well as 
specifications and applications for 
all participants in the supply chain 
downstream of its coating lines. 
Distributors, consultants, 
contractors, manufacturers and 
final end-users are amongst them.

Designed as a resource for both 
local and international viewers, 
content now ranges from more 
general studies, reports and 
articles to detailed testing and 
laboratory procedures.

Al-Ajaji explains that, now  
that Unicoil’s two-year campaign 
is mature, the company has 
recently been focusing its 
attention on winning business to 
supply Saudi Arabian ‘landmark’ 
projects, for which it has seen 
success in 15 over the past year.  
He adds that to win that business 
in Saudi Arabia, as well as 
particularly competitive 
commercial project orders in  
the country and the GCC region, 
the company’s multiple quality 
marks have been fundamentally 
important.

Unicoil’s production capacities
Plant Capacity
Push-pull pickling line 400,000 tpy
Cold reversing mill 340,000 tpy
Hot-dip galvanizing line 250,000 tpy
Colour coating line in Jubail 120,000 tpy
Colour coating line in Jeddah 90,000 tpy
Corrugated pre-painted sheet 18 million linear metres

‘Demand for 
thicker product 
has been good’
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Emirates Steel focuses on diversification

steel sections (which include 
beams, columns, channels and 
sheet piles), in addition to 
value-added products. These 
include steels with higher tensile 
strengths and steels with special 
mechanical properties so that 
smaller quantities of steel are 
required by customers.

Emirates Steel’s range of 
structural sections varies from 
200-1,016 mm in depth, including 
jumbo sections. Its heavy sections 
mill produces parallel-flange 
beams, columns and bearing piles 

The UAE’s biggest producer, 
Emirates Steel, has developed 
offshore grades for the oil and gas 
sector and certain special heavy 
beams for the sector. It has 
participated in some key oil and 
gas projects in the UAE, in the 
GCC region, and also in export 
markets. The company is planning 
to develop further offshore grades 
which can operate at -40ºC and 
even lower.

Emirates Steel has supplied 
around 200,000 tonnes of 
high-quality structural steel in the 
past two years.

To meet the accelerating strong 
demand in domestic and regional 
markets for hot-rolled coil 
products, especially pipes used in 
the oil and gas sector that are 
currently imported to the region, 
Emirates Steel’s plans include 
further strengthening its position 
as a preferred reliable supplier and 
expanding its product range to 
meet different industrial sector 
requirements, including the oil 
and gas and energy sectors, the 
company said on November 24.

Located in Abu Dhabi, the 
company’s current product range 
includes straight-length 
reinforcing bar (rebar) and rebar in 
coil, wire rod, hot-rolled structural 

with up to 1,016 mm web depth 
and 427 mm flange widths, and 
parallel flange channels up to 430 
mm depth.

Emirates Steel has already 
started supplying high-value steel 
products used in nuclear plants for 
the UAE’s first peaceful nuclear 
energy programme for power 
generation, and has also 
introduced a number of additional 
grades of wire rod with diverse 
chemical compositions and 
distinctive physical properties, 
offering flexibility to cater for 
different applications. Its coil mill 
has the shortest rolling programme 
cycle of any major steelmaker in 
the GCC region, says the company, 
enabling it to cater for short lead 
times for its local industrial users.

“We look forward to continue 
the growth momentum with 
enhancements on the way to 
produce new customised sheet 
piling designs, which will be 
manufactured in grades meeting 
the EN S355 GP, S390 GP and 
S430 GP standards,” said Saeed 
Ghumran Al Romaithi, ceo of 
Emirates Steel, speaking on the 
sidelines of the Abu Dhabi 
International Petroleum 
Exhibition and Conference, in 
November 2015.

ES
I

Saeed Ghumran Al 
Romaithi: looking 
forward to enhanced 
steel product designs

requested additional import 
protection measures. For ‘fair 
competition’, the 5% rebar import 
duty exemption for traders who 
have cut-and-bend facilities must be 
cancelled, he said at Metal Bulletin’s 
18th Middle East Iron & Steel 
conference in Dubai last December. 

Egypt
Following the protests in 2012 and 
Abdülfettah el-Sisi taking power in 
2013, the country’s economy started 
to improve, but problems of foreign 
currency shortages, as well as 
low-priced imports, have 
overshadowed the country’s steel 
sector.

Egypt imposed an 8% protective 
duty on rebar imports in May 2015 
for a period of 3 years. The country 
had earlier imposed a 7.3% temporary 
protective duty, lasting for 200 days 
and set to expire on 2 May. The 

2014. Al Romaithi also said that the 
Middle East and North Africa 
region is the only net importer of 
steel globally, so it is the most directly 
affected by import prices. Low-priced 
China- and Turkey-origin steel 
exports to the UAE have caused 
steel product prices to drop 
substantially since January 2012. 

Government subsidies on the 
costs of fuel (such as petrol and 
diesel) in the UAE ended on August 
1 this year, so consumers in the 
country must now pay the full price 
of fuel as determined by 
international oil prices. The cost of 
electricity for the industrial sector 
has increased by 50% this year, 
while the price of natural gas in the 
UAE, Oman and Bahrain has been 
increasing gradually.

The ceo of another UAE-based 
producer, Conares Steel, has also 

country’s main rebar import sources 
are Turkey and China.

The shortage of US dollars in 
Egypt, and the falling value of the 
Egyptian pound, continue to create 
problems for the steel sector in the 
country in 2015. On January 18, 
the dollar was equivalent to E£7.08, 
but this had risen to E£7.72 by 
November 23. 

Dollars were available on the 
black market, at much higher cost, 
discouraging imports to the 
country. Even though the Central 
Bank of Egypt took some measures 
to end the foreign currency 
shortage, the problem has not eased 
towards the end of 2015 and there 
is not much sign of an improvement.

Egypt produced 4.735 million 
tonnes of crude steel in the first 10 
months of 2015, 9.7% less than the 
5.246 million tonnes in the same 
period of 2014.
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Gulf Co-operation Council (GCC) 
region. 

“There is a lot of speculation 
[regarding the impact of oil prices 
upon steel],” Ismail Shar Al-Sulby, 
gm for long products at Sabic 
Metals of Saudi Arabia, said. The 
steel market is linked to the 
international situation, and falling 
oil prices will even help the 
international economy in the 
mid-term, the executive explained. 
However, the decision to cut 
spending by the Saudi government 
towards the end of 2015 seems 
counter to these expectations.

Brent crude for October 
settlement was $49.56/barrel on 
the London-based ICE Futures 
Europe exchange on October 30, 
from $56.42/barrel on January 2, 
2015, Bloomberg reported. By 
contrast, the price was $112.18 per 
barrel at the end of 2013.

“The Arab world’s largest 
economy is expected to post a 
budget deficit of almost 20% of 
gross domestic product this year, 
according to the IMF. With 
income from oil accounting for 
about 90% of revenue, a more than 
50% drop in prices in the past 12 
months has put pressure on the 
nation’s finances,” Bloomberg 
noted.

The Saudi steel sector has not 
been able to avoid these negative 
developments. Demand remained 
relatively slow throughout the year 
in the country, while buyers started 
to avoid building stocks for the first 
time in years.

“We used to make continuous 
regular sales every month, so kept 
our stocks high no matter if prices 
fell or moved up. But this year is 
different: we keep minimum 
stocks, as buyers stop or pause 
buying and we no longer have 
regular sales,” a trader said.

Saudi Arabia produced 4.867 
million tonnes of crude steel in the 
first 10 months of 2015, a 6.5% 

Saudi Arabia has historically had 
the highest regional spending on 
state-funded projects, which are 
mostly steel consuming. However, 
as an oil-driven economy, it has cut 
back as oil prices fell in 2015. The 
country is also planning to cut 
energy subsidies, which costs about 
$37 billion per year, or about 4.6% 
of GDP, according to International 
Monetary Fund (IMF) estimates.

The Saudi Arabian government 
cut all public spending in the fourth 
quarter of 2015, and this includes 
infrastructure and other steel-
consuming projects. Several 
infrastructure projects were 
frozen, and the Ministry of Finance 
told government departments in 
October 2015 not to contract any 
new projects and to freeze 
appointments and promotions in 
the fourth quarter.

“The budget for 2016 is 
expected to be tight as well, so we 
will not be booking big quantities of 
steel,” one trader said. “This is 
something that all neighbouring 
countries have been doing, and 
Saudi Arabia has joined this 
minimum-stock trend.”

Fiscal deficit up
The IMF said in August that the 
pressures from cheaper oil could 
cause Saudi Arabia’s fiscal deficit to 
reach 19.5% of GDP. Global oil 
price analysts have not been too 
pessimistic about the future of oil 
prices, but concerns over reduced 
production have continued. Frost 
& Sullivan director of oil and gas, 
Carl Larry, said in November: “If 
there is any Opec move to reduce 
production or any increased action 
anywhere of the Middle East, we 
would be targeting $50 [per barrel] 
and then $60 into 2016.”

The speakers at Metal Bulletin’s 
18th Middle East Iron & Steel 
conference in Dubai in December 
2014 stated that falling oil prices 
will not hurt steel demand in the 

decrease from 2014’s 5.205 
million tonnes, according to the 
World Steel Association.

In the longer term, the country’s 
steel consumption will reach 20.7 
million tonnes by 2025, 55% up on 
2014’s 13.7 million tonnes, 
according to Zohair Al-Zawad of 
Saudi Arabian Basic Industries 
Corp (Sabic). Speaking at the Steel 
Success Strategies International 
Conference in Istanbul on 
September 10, the investment 
planning manager noted that Saudi 
Arabia now consumes 9.6 million 
tpy of long products and 3.7 million 
tpy of flat products. By 2025, long 
steel consumption is expected to 
reach 14.4 million tpy, with local 
steelmakers supplying 12.6 million 
tpy, Al-Zawad said, and flat steel 
consumption will reach 6.3 million 
tpy by 2025, with local steelmakers 
providing 4.2 million tpy. 

Nonetheless, he noted several 
challenges for steel in Saudi Arabia, 
including a smaller market due to 
reduced government spending on 
construction projects; sustaining 
market share against cheaper 
imports; and supply chain 
uncertainty, in terms of raw 
materials, inventories and finished 
product prices.

Expansion still planned
Sabic reviewed the planned 
expansion of its steel-producing 
affiliate Hadeed, following a 
decline in steel prices in January 
2015. The company still plans to 
increase its crude steel capacity to 
10 million tpy by 2025, from the 
current 6 million tpy, but the 
expansion is expected to start later 
than originally planned.

Saudi Arabia lifted its export ban 
on rebar in February 2015, which 
had been introduced in 2008. The 
country’s rebar capacity is about 
10.5 million tpy while consumption 
hovers around 9 million tpy.

Historically, Saudi Arabia has 
been the largest OCTG market in 
the Middle East, but demand in the 
country was not very high in 2015. 
In 2013, it accounted for 46% of 
total Middle East OCTG demand, 
according to Metal Bulletin 
Research, but its inventories 
decreased significantly in 2015. 
The country is expected to start 
re-stocking in 2016. 

The low oil price has caused a period of retrenchment 
in the Saudi steel sector, reports Serife Durmus

‘We keep 
minimum 
stocks, as 
buyers stop or 
pause buying 
and we no 
longer have 
regular sales’

Steel slows in KSA
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Steelmakers and raw material suppliers across the Middle East and  
North Africa have continued to invest in new and upgraded plant.  
Major contracts announced this year are summarised here

Regional investments

Customer  Supplier Order details Start-up
ALGERIA
Alfapipe Danieli W+K Spiral pipe mill at Annaba. OD 20-80in, wall thickness up to 25.4 mm in grades up to X80, or 18 mm in X100 grade. Dec 2015 
  One-step process, upgradable to two-step process  

Algerian-Qatari Steel  Danieli 2 million tpy mini-mill, including two 120t EAFs, refining furnaces, two 5-strand billet casters, 750,000 tpy  Q3 2017 
  16-40 mm bar rolling mill, 750,000 tpy 8-16 mm bar rolling mill, 500,000 tpy 5.5-14 mm wire rod mill  

Algerian-Qatari Steel  ABB 400 kV substation to power Bellara Steel Complex in northeast Algeria, capacity 2 million tpy of rebar and wire  – 
  rod in first phase 

Altumet  PWS Pipe-end finishing machine, for pipes 8-42in diameter, thickness 5-20 mm, grades up to X80 Q3 2015

Tosyali Algeria Danieli Endless welding rolling line Q1 2016

Tosyali Algeria  Danieli  Scrap shredding line Q2 2015

Tosyali Holding  Midrex; Paul Wurth  Midrex NG™ Direct reduction plant for Tosyali Algeria in Bethioua. Will produce 2.5 million tpy of DRI, capable of  – 
  producing hot and/or cold DRI simultaneously without stopping production. To feed adjacent Tosyali Algeria EAF  
  via an Aumund hot transport conveyor

EGYPT
Arcosteel  Danieli Revamp 300,000 tpy mini-mill Q2 2016

Egyptian Steel Group Tenova Group Two Consteel® Evolution scrap preheating and feeding systems for 2 mini-mills in Beni Suef  Beni Suef after Aug 2015; 
  (Industrial Investment Co) and Ain Sukna (National Port Said Steel), each capacity 830,000 tpy.  Ain Sukna from Aug 2016 
  Includes EFSOP process control. Consteel overall lengths 95 metres, conveyor widths 2,200 mm,  
  scrap capacity 3 t/min

Industrial Investment Co (IIC) Danieli 830,000 tpy Micromill for billet, and 530,000 tpy rebar mill, in Beni Suef  After Aug 2015

National Port Said Steel (NPSS) Danieli 830,000 tpy Micromill for billet, and 530,000 tpy rebar mill, in Ain Sukna  After Aug 2016

IRAN
Bafgh Mineral Complex Outotec Iron ore pelletizing plant in Bafgh, Yazd province, capacity 5 million tpy  2018 
  Iron & Steel Industry Co

Iran International Outotec Complete iron ore beneficiation plant for Khorasan Steel Complex. Capacity 2.5 million tpy of concentrate feed.  2017 
  Engineering Co  Contract value €45 million

KUWAIT
KWTSteel  Primetals Technologies Upgrade 650,000 tpy rebar mill, including inline quenching and new hot dividing shear, lubrication, water treatment  Late 2015

KWTSteel  Danieli Revamp EAF  Q2 2016

OMAN
Sun Metals  Posco E&C 2.5 million tpy steelmaking and rolling plant for billet and special steel bar, at Sur. Value $400 million Mid-2017

Moon Iron & Steel SMS Meer 1.23 million tpy mini-mill and 700,000 tpy rebar mill in Sohar  Sept 2015

Shadeed I&S Danieli  1.4 million tpy high speed bar mill  –

SAUDI ARABIA
Rabigh Steel  SMS Meer Rolling mill for 300,000 tpy rebar, 10-32 mm dia. Includes 62 tph pusher furnace, 12 housingless stands,  Q1 2016 
  8 finishing stands, cooling bed, water treatment plant 

TUNISIA   
Intermetal  Danieli New wire rod mill and associated water treatment plant  Q1 2017

TURKEY
Erdemir  Primetals Technologies  Continuous galvanizing line for Eregli plant. Strip gauges 0.4-2.0 mm, widths 700-1,900 mm. Capacity 350,000 tpy.  Q2 2018 
  Grades include commercial, IF, high-strength, bake-hardening, HLSA, dual-phase steels. Galvanizing speed  
  150 metres/min

Kardemir SMS Meer  SBQ rolling mill for surface-quenched and tempered rebar, straight bar, wire rod, coiled bar. Includes 150 tph walking Q1 2015 
  beam furnace, precision sizing mill, shears, cooling lines, coiling line. Capacity 700,000 tpy, allowing for future doubling

Kroman Çelik  Primetals Technologies  Modernise wire rod mill, including Morgan Intelligent Pinch Roll, new laying head and cooling system; speed 110 m/s  Q3 2015
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MMK Metalurji  Danieli  New 1.2 million tpy cold rolling mill complex, including pickling, galvanizing, colour coating  Late 2015

Makina ve Kimya  Danieli New meltshop for special steels  Q2 2017 
  Endüstrisi Kurumu

Tezcan Galvanizli  Danieli Wean United  New galvanizing line No.3 dedicated to Al-Zn (Galvalume®) production at Kocaeli. Capacity 350,000 tpy.  Aug 2016 
  Includes electrical mash seam welder, vertical accumulator, X-Jet Danieli Kohler zinc wiping system, skin pass mill,  
  tension leveller, passivation, inspection station, all electrics and automation. This is the first Galvalume line in Turkey.  
  Plus new X-Jet wiping system for existing HDG line No.1 at Kocaeli, to allow GI coatings down to 40 g/sq m each side  
  at 180 m/min speeds 

Tosyali Toyo Çelik  Danieli Hot-dip galvanizing line for Osmaniye facility. Capacity 450,000 tpy, for colour coated and automotive sector.  Q1 2017 
  Includes electrical mash seam welder, annealing furnace with fast jet cooling for HSS grades, X-Jet Danieli Kohler  
  zinc wiping system, tension leveller, passivation, in-line inspection, all electrics and automation

Tosyali Toyo Steel  SMS Siemag 255,000 tpy electrolytic tinning line at Osmaniye plant. Width 700-1,270 mm, gauge 0.12-0.60 mm, coating weight  Late 2016 
  1.0-11.2 g/sq m. Includes anode casting plant, pickling line, passivation, control and automation system

UAE
Al Ghurair Iron & Steel  CMI 200,000 tpy hot-dip galvanizing line, 0.2-1.2 mm gauge  Q3 2015

Senaat General Holding SMS/Larsen & Toubro  Engineering, procurement and construction order for 240,000 tpy LSAW pipe mill in Abu Dhabi. Pipe up to  2018 
  Corp (Al Gharbia Pipe Co)  12.2 metres long, 18-56in OD, thickness up to 44.5 mm, grades up to X80. Includes workshops, laboratories,  
  MES equipment  

United Iron & Steel Danieli Cold mill complex in Abu Dhabi, including 300,000 tpy push-pull pickling line, 250,000 tpy 4-high reversing  Sep 2015 
  cold rolling mill, 250,000 tpy HR/CR combi galvanizing line, slitting line and cut-to-length line  

Customer  Supplier Order details Start-up
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high-strength cold strip annually, 
for use in the automotive industry 
with a focus on exposed parts 
requiring particularly high surface 
quality.

To achieve this, Primetals 
Technologies is providing a “special 
process know-how package” to 
open up a new market segment for 
Erdemir. Project completion is 
scheduled for the second quarter of 
2018. Plant erection and civil works 
will be handled in an open 

consortium with a local Turkish 
company.

The galvanizing line will produce 
strip in thicknesses from 0.4 to 2.0 
mm, and widths from 700 to 1,900 
mm. The steel product range 
includes commercial grade, IF, 
high-strength, bake hardening, 
HSLA and dual-phase steel grades.

Primetals Technologies will lead 
the project execution, engineer and 
supply the entire mechanical and 
electrical equipment, as well as the 
automation and process technology 
for the continuous galvanizing line. 
“This will give Erdemir a complete, 
end-to-end solution, which will 
enable high productivity, product 
quality and availability,” notes the 
plantmaker. 

The scope of supply from 
Primetals Technologies includes the 
line equipment, starting at the coil 
feeding and entry section with a 
double uncoiler, followed by a mash 
lap welder. This creates a 
continuous strip, which passes into 
a vertical strip accumulator and 
then goes through a cleaning section 
and the annealing furnace. The 
actual galvanizing takes place at a 
speed of 150 metres/minute.

After leaving the zinc bath, the 
coated strip is cooled by water 
quenching before passing 

MB Magazine’s quarterly new plant 
orders list provides a concise global 
snapshot of investments made by steel 
and metal producers, country-by-
country. Our Middle East steel 
feature section provides an 
opportunity to recall orders placed by 
MENA region steel producers over 
the past year (see table) and to give 
some extra insight into the state-of-
the-art technology being used in the 
region through the additional details 
given below about a few of the orders 
placed.

In addition to providing some of the 
drivers for capital investment, the 
project descriptions illustrate how 
major plantmakers are stressing their 
ability to provide complete process 
solutions by supplying technological 
packages, or modules, comprising 
multiple elements of equipment, 
automation and control systems.

Auto galvanizing  
at 150 m/min
To help it supply high-quality flat 
products for the automotive sector, 
Turkish steel producer Erdemir 
ordered a turnkey, continuous 
galvanizing line for its Ereğli Plant 
on the Black Sea coast from 
Primetals Technologies. The line 
will process 350,000 tonnes of 
interstitial free (IF) steel and 

Example MENA investments unpacked

Galvanized 
coils: Primetals 
Technologies will 
supply a continuous 
galvanizing line 
to Turkish steel 
producer Erdemir for 
its Eregli Plant
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bar, reducing energy consumption 
by 30% compared with 
conventional hydraulic systems, 
says SMS. The Shape automation 
system developed by the 
plantmaker provides fully 
automatic control of the forming 
process. That improves 
performance as well as 
compensating for the influences of 
plate inhomogeneity in the forming 
process, notes SMS, and thus a 
consistently high pipe quality can be 
achieved.

The new LSAW large-pipe 
production facility, located within 
the Khalifa Industrial Zone Abu 
Dhabi (KIZAD), will start 
production in 2018. Material 
grades up to X80 will be produced 
at capacity of 240,000 tpy. Pipes 
made will be suitable for offshore 
line pipes and onshore applications. 
The new line will be designed to 
make pipes up to 12.2 metres long 
and with an outside diameter 
ranging from 18 to 56 inches. 
Maximum wall thickness will be 
44.5 mm.  

Al Gharbia Pipe Company will 
manufacture high-grade large-
diameter longitudinal welded steel 
pipes mainly for the energy sector 
and is targeting markets in Bahrain, 
Kuwait, Oman, Qatar, Saudi Arabia 
and the United Arab Emirates. 

With the development and 
production of oil and gas forecast to 
be robust in these countries, the 
demand for high-quality steel 
pipelines to transport these 
resources is expected to grow. 

Al Gharbia Pipe Company is a 
joint venture of investment 
company Senaat, JFE Steel and 
Marubeni-Itochu Steel (MISI). The 
new company is taking advantage of 

through a 4-high skin-pass mill and 
a tension leveller. It then runs 
through a post-treatment section 
and an exit accumulator before 
trimming. A fully automated SIAS 
inspection system will check 
whether the strip has the surface 
quality required.

The exit section comprises an 
electrostatic oiler, a rotary shear and 
a coiler, as well as coil handling, 
banding and weighing machines. 
Tools, such as TCOptimizer, 
monitor the process sequence. 
PropertyMon will monitor the 
mechanical properties of the strip 
in-line.

Swift size changes  
allow smaller batches
Al Gharbia Pipe Company awarded 
the consortium of Larsen & Toubro 
Ltd and SMS group as the EPC 
(engineering, procurement, 
construction) contractor with the 
supply of a turnkey LSAW 
(longitudinal submerged arc 
welded) pipe production facility. 
SMS group is responsible for the 
engineering and supply of process 
equipment for the large-diameter 
pipe production facility to be built 
in Abu Dhabi. Larsen & Toubro 
Limited – SMS’s consortium 
partner– will be responsible for the 
civil works and erecting the 
equipment. 

Besides the engineering and 
project planning, scheduling and 
co-ordination, SMS group will 
supply all key machinery as well as 
the process equipment. This also 
includes workshops, laboratories 
and MES (Manufacturing 
Execution System) equipment. The 
production line will comprise an 
edge miller, a crimping press, a 
JCOE® pipe forming press, tack 
welder, inside and outside welder, 
mechanical expander and a 
hydrostatic pipe tester.

The JCOE® pipe forming process 
developed by SMS offers a range of 
advantages as the plant operator can 
change over to other pipe 
dimensions quickly, allowing 
production of even smaller batch 
sizes economically with great 
precision.

All presses are equipped with 
variable speed pumps (VSPs) which 
provide an efficient hydraulic 
system with pressures up to 450 

JFE Steel’s technology for 
high-quality large-diameter 
longitudinal welded steel pipes, 
MISI’s sales capabilities and 
Senaat’s industrial footprint in Abu 
Dhabi.

Quenching reduces  
alloy consumption
Kuwaiti steel producer United Steel 
Industrial Company (KWTSteel) 
placed an order with Primetals 
Technologies to modernize its rebar 
rolling mill in the Shuaiba Industrial 
Area, Kuwait.

The rolling mill will be equipped 
with an in-line quenching system 
(PQS, Pomini Quenching System) 
and a new hot dividing shear with a 
higher capacity. The quenching 
system will produce the material 
properties required, largely without 
the need for expensive alloying 
elements. This will improve 
KWTSteel’s access to export 
markets, notes Primetals 
Technologies. The modernised 
rolling mill is scheduled to go on 
stream in late 2015. 

The PQS will be installed 
between the last stand of the 
finishing mill and the hot dividing 
shear, ahead of the cooling bed. It 
enables rebars to be produced with 
increased yield strength and good 
weldability properties, meaning 
that expensive alloying elements, 
such as niobium and vanadium, can 
be largely eliminated from the 
steel’s production.

Bars treated in this way have a 
fine-grain pearlitic core and a hard 
martensitic surface. Primetals 
Technologies will also supply a new, 
high-capacity hot dividing shear 
and a new entry table for the cooling 
bed, which is equipped with 
magnetic brakes for quenched bars 
and those beneath the Curie 
temperature (at which point the 
magnetic properties of some 
materials change significantly). 

KWTSteel was founded in 1996 
and is in private ownership. The 
rolling line was supplied in 1999 by 
the then VAI and is designed as a 
compact-cassette mill. It currently 
has an annual rebar production 
capacity of 650,000 tonnes, ranging 
in diameter from eight to 40 mm. 
Diameters of 8 and 10 mm are 
rolled in three-slit mode; bars with a 
diameter of 12 mm in two-slit 

Pomini Quenching 
System (PQS) for 
multi-slit operation 
from Primetals 
Technologies. The 
quenching system 
produces required 
material properties 
largely without the 
need for expensive 
alloying elements
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‘Al Gharbia Pipe 
Company will 
manufacture 
high-grade 
large-diameter 
longitudinal 
welded steel 
pipes mainly 
for the energy 
sector’
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procedures. The meltshop will use a 
range of Danieli’s Q-series of 
technologies, for advanced 
electrode regulation, long-life 
energy-saving panels, automatic 
electrode cooling, a remote-
controlled manipulator for EBT 
emergency opening and cleaning, 
contactless temperature 
measurement, and an automatic 
tapping system. A Motank slag door 
cleaning robot will be installed and 
real-time, laser-based off-gas 
analysis utilised.

Steel will be refined in 120-tonne, 
inert-roof-type ladle furnaces, each 
of which will be equipped with two 
ladle cars and a 4-strand wire feeder, 
where the liquid steel will be refined 
to reach the chemical analysis and 
temperature required before 
casting. Two five-strand casters will 
cast 150 mm square billets.

The raw material handling 
system will include a fully automatic 
material unloading and charging 
system to feed the EAF/LF bins 
battery of both meltshops. The raw 
material handling system will be 
controlled by an independent 
automation system and the 
human-machine interface (HMI) 
will be integrated into the EAF/LF 
main control pulpit.

The rolling mills will have a high 
production capacity and very high 
finishing speed for small-size bars 
and wire rod. Rolling mill No. 1 will 
produce 16-40 mm deformed bars 
at 18 m/s; No. 2 will roll  5.5-14 mm 
wire rod at 110 m/s; No. 3 will make 
8-16 mm diameter, delivered to the 
cooling bed at 40 m/s, with 2-strand 
rolling through a HTC high-speed 
twin-channel system.

Layout of the plant covers the 
16-stand continuous mills plus two 
6-pass high-speed twist-free 
finishing blocks for the HTC bar 

line (rolling mill No. 3) and fitted 
with h3 10-pass high-speed 
twist-free finishing blocks for the 
wire rod line.

On-line water quenching and 
self-tempering of rebars/bar-in-coil 
will be performed by QTB/QTR 
lines located at the finishing stand’s 
delivery side of each rolling mill. 
The rolled products will be formed 
into bundles weighing up to 3 
tonnes and the wire-rod treated 
coils up to 2 tonnes. Three 140 tph 
walking beam reheating furnaces 
will be installed. Two of them will be 
directly connected to the CCMs for 
hot charging of billets.

The whole steel complex will be 
highly automated and use the latest 
process control and automation 
systems. Business Intelligence 
modules dedicated to the steel 
industry, Q3intelligence, will 
provide web reports and web 
dashboards, enabling a quick 
overview of plant performance by 
using key performance indicators 
for production and quality, and 
providing data analysis tools.

Models such as a ‘Least Cost 
Calculator’, the EAF/LF energy 
balance, models for process and 
steel analysis control, and 
technological packages, such as 
HiREG® Plus (dynamically 
controlling electrical parameters, 
gas flows and powder injection) will 
run together in Danieli’s 3Q suite, 
with the aim of achieving optimal 
product quality and minimising 
resources consumed. For the mills, 
models to be used will include 
reheating furnace optimization, but 
also resource life tracking and roll 
life tracking.

Auxiliary plants include: water 
treatment; compressed air; natural 
gas reduction station; workshops 
and laboratories. Danieli’s complete 
Lump Sum Turn-Key (LSTK) 
supply will include all the auxiliary 
plants and systems, cranes and 
transportation means, buildings, 
civil works, electro-mechanical 
erection and complete 
commissioning of the mini-mill 
plant.

Once fully completed, the project 
will enable AQS to reach a total 
production capacity of up to 2 
million tpy of structural steel long 
products, making it the largest plant 
of this type in the African region.

mode. The mill processes carbon 
steels. 

Primetals Technologies is 
designing and engineering the 
entire process equipment. The 
scope of supply includes the 
lubrication system, a water 
treatment plant, medium and 
low-voltage transformers, the 
low-voltage distribution system, as 
well as motors and drives.

The project also includes the 
basic automation (level 1) system 
for the new parts of the plant and its 
integration into the existing process 
automation (level 2). Primetals 
Technologies will also assist 
KWTSteel with the construction 
and commissioning of the 
modernised rolling line.

Turnkey 2 million tpy 
long-product mini-mill 
The AQS (Algerian Qatari Steel) 
long-product mini-mill that started 
construction earlier this year is set 
to produce 2 million tpy of long 
products on completion. Algeria’s 
imports of finished products are 
about 4 million tpy, so the mill’s 
output could serve a significant 
proportion of domestic demand. 
Algeria’s low costs for gas and 
electricity mean that the mill’s 
products are also set to compete on 
international markets if required, 
notes Danieli, the turnkey supplier 
of the works.

Construction work at the site in 
Bellara (about 360 km east of 
Algiers) commenced in the first 
quarter of 2015. Danieli is the sole 
technology supplier and turnkey 
EPC general contractor for the 
greenfield project.

The new mini-mill steel complex 
design has two independent 
steelmaking plants, intended to 
serve three independent rolling 
mills. Each steelmaking plant will 
have one 120-tonne full-platform 
EAF, fed by up to 100% hot and cold 
DRI to produce 1.05 million tpy 
and up to 1.3 million tpy of liquid 
steel, respectively. 

The “FastArc” EAF to be used 
will include the latest technology 
packages to minimise operational 
costs, maximise performance, 
enhance operator safety and 
environmental sustainability, as 
well as establish predictive and 
minimised maintenance 

The colour scheme 
for the new AQS mill 
under construction 
in Algeria has been 
designed to blend 
in with the local 
landscape

D
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‘The whole 
steel complex 
will be highly 
automated 
and use the 
latest process 
control and 
automation 
systems’
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production has changed 
significantly since either of those 
occasions, neither provide 
particularly good models to apply 
now. It is no longer just about Opec 
as the swing producer, but rather 
an interplay between Opec 
production, shale, inventories and 
changing levels and types of energy 
demand.

Geopolitics, which were once 
the top factor debated in assessing 
oil’s outlook, have been partly 
overshadowed by fundamentals of 
existing oversupply and high 
stocks, but when inventories and 
spare production capacity fall back 
to a market balance, they will 
return to being far more central in 
the years to come. The evolution of 
politics and existing conflicts in the 
Middle East will remain as 
important as ever. Demand growth 
in India and the fortunes of China’s 
economy will also be key.

US shale producers are both 
nimble and flexible in their 
production, so while some have 
ceased production while prices are 
so low, they could return to 
production in months rather than 
years, so a key question will be at 
what price they will return. Their 
production could come back faster 
than it declined.

As the past 18 months have 
underscored, oil price movements 
have global repercussions – not 
least for the Middle East of course. 
Brent crude oil has dropped from 
over $100 a barrel to under $50 per 
barrel in a year-and-a-half, creating 
serious market stresses in the 
process. Some oil producers have 
stopped production and numerous 
planned projects have been 
cancelled. Many billions of dollars 
of capex have been taken out of the 
oil market.

Petroleum Economist, a sister 
title in the Euromoney group, ran a 
webinar* on 24 November to 
discuss the oil price outlook for 
2016. This article gives a brief 
summary of some key market 
drivers and factors identified by the 
oil and energy experts who 
presented their views on current 
trends and the year to come.

Balance changed
Inventories of oil have climbed to 
record levels, growing for the past 
12 straight quarters. A degree of 
opportunistic stockpiling at low 
prices has been made. Some expect 
the market to start drawing 
inventories down in the second half 
of next year, with the likelihood 
that prices will begin to rise by the 
end of 2016. The following year 
may see a price spike.

The geographical balance of oil 
production has changed, and 
non-Opec producers, including 
Mexico, Colombia, Norway, China 
and former Soviet states, outside 
Russia itself, have become an 
important part of the production 
mix.

Analysts have been looking for 
parallels with past slumps in the oil 
price, such as 1986 (“lower for 
longer”)  or 2008 (“a short sharp 
shock”), but as the pattern of oil 

Maintenance capex has been 
delayed by some producers still 
operating as they have sought to 
maximise cash flow. Sooner or later 
that maintenance work will need to 
be done, resulting in temporary 
cuts of production.

Opec producers are only likely to 
cut production if they can impact 
the price by doing so, and will not 
cut at the expense of allowing 
non-Opec producers to grab 
market share. In the long run, an oil 
price competition could emerge 
between Saudi Arabia and Iran. 

Outlook for 2016
There are some negative 
macroeconomic effects to consider 
for demand in 2016, since low oil 
prices have themselves hit the 
economies of producing nations in 
Africa, the Middle East and Latin 
America, plus Russia. Low oil 
prices have also meant low gas 
prices, leaving governments 
expecting a growing market for 
LNG, including Canada’s and 
Russia’s, with some ‘stranded’ gas 
reserves.

In the long term, 10-20 years 
hence, fuel efficiency, energy 
substitution and renewables could 
erode demand for oil. As climate 
change talks continue, and have 
gained some momentum, carbon 
constraints could become a growing 
factor in oil’s fortunes. Coal, oil and 
gas are competing with each other.

The experts were asked to give 
their average oil price forecasts for 
2016 at the end of the webinar. 
They ranged from the low fifties to 
the high sixties in dollars per barrel 
for Brent crude. But it was pointed 
out that a $20-30 range over the 
year, with a soft first half and 
stronger second half to 2016, could 
well prove to be much more 
significant to the market.

Whatever direction the exact 
combination of factors affecting oil 
push the market in next year, 2016 
is set to be a memorable year for the 
oil industry.

*All five experts who presented at the 
Petroleum Economist webinar have 
contributed to a comprehensive new 
book: ‘PE Outlook 2016: Energy 
markets and politics in the year 
ahead’. See: http://goo.gl/AylwvL  
for more details.

When Petroleum Economist ran a webinar in  
late November to discuss the oil price outlook,  
MB Magazine tuned in to note the key market 
drivers and trends discussed

The interplay 
between different 
types and location 
of production, plus 
inventory drawdown, 
will drive 2016 prices 
for oil and gas

‘In the long 
term, 10-20 
years hence, 
fuel efficiency, 
energy 
substitution 
and renewables 
could erode 
demand for oil’

Whither oil prices?
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Lacklustre demand for cadmium 
in both China and India saw prices 
for 3N and 4N material slide 
further in August. As 2015 draws 
to a close, the price does at least 
appear to have reached a floor.

Two cadmium applications have 
been glimmers of light in an 
otherwise gloomy market story. 
EU proposals to ban its use in 
artists’ paints did not proceed– as 
some declared that yellow, orange 
and reds would not have the same 
qualities without long-used 
cadmium pigments. 

Meanwhile, thin-film 
photovoltaic (PV) solar cell 

CADMIUM
Good news for cadmium markets 
has been very sparse over the past 
year, as clearly reflected in a price 
for 4N (99.99%) material that 
slumped from 90 cents per lb at the 
end of last year to 47cents per lb as 
of 20 November 2015 (see chart). 
Similarly, 3N prices have fallen 
dramatically over the same period.

Towards the end of last year the 
cadmium market was looking to 
growth in Indian demand to 
prevent prices falling in 2015, as 
traditional purchaser volumes 
elsewhere, and Chinese demand in 
particular, were diminishing. 
Tightening regulations restricting 
the use of nickel-cadmium 
batteries in both China and Europe 
have suppressed global demand, 
while the use of lithium-ion 
batteries has climbed.

By February this year, traders 
were observing that the amount of 
long-term business being done 
with China had fallen dramatically, 
creating an excess of unsold stock. 
Indian demand only partly 
compensated for falling Chinese 
consumption. By the end of 
February, cadmium prices had 
fallen to a ten-year low. By 
mid-April a glut of material had 
formed, with one London-based 
trader commenting that producers 
seemed to be flooding the market.

European Parliament approval, 
reached in May this year, for a ban 
on the use of NiCd batteries in 
portable batteries used in cordless 
power tools, to apply from 31 
December 2016, was another 
pointer for the direction of future 
cadmium consumption. Their use 
in emergency systems and lighting, 
such as in alarms and medical 
equipment, will continue to be 
allowed however.

manufacturer First Solar 
announced in June that it had 
produced a full-size module, using 
cadmium telluride, with an 
aperture efficiency of 18.6%, an 
important step towards ever more 
efficient PV cells with the 
capability to capture more usable 
energy per unit area of cell.

Looking forward long term, 
cadmium will retain its value for 
niche applications where only its 
properties will do, but regulatory 
pressures to control and restrict 
the use of heavy metals will 
continue to bear on its markets.

SELENIUM
Selenium prices have slumped in 
2015. China has access to its own 
domestic selenium production, but 
its imports of 1,624.7 tonnes in 
2014, down by 8% from the 
previous year, and exports of 177.9 
tonnes, 46% lower, set the tone for 
a difficult year to come.

A new tax regime that came into 
effect on 1 January 2015, granting 
China’s selenium exporters a 13% 
rebate, gave brief pause for 
optimism, seeing the nation’s 
producers ramp up output in 
anticipation. A sharp growth in 
stocks led to oversupply, however, 
and prices started falling. By July, 
they had almost halved since the 
start of the year, having earlier 
reached levels in June that had not 
been seen for over 11 years.

Chinese demand for selenium 
crashed, exacerbated by falling 
demand from producers of 
manganese flake (which uses 2 kg 
of selenium per tonne of flake 
produced), who saw prices for their 
own product collapse in mid-April. 
Selenium saw a corresponding big 
drop in early June, when it fell from 
$19.80 per lb on the high to $15.75 
per lb.

At that point, only sellers of 
selenium compounds for the 
animal feed and glass industries 
appeared to have much optimism 
for future prices, maintaining that, 
over the long term, demand was 
bound to increase with population 
growth.

Nearer term, however, 
European traders saw healthy 
stock levels at end-users deterring 
new purchases and a 
consequentially sluggish market 

Each minor metal market has its own unique 
characteristics. Here we review the dynamics 
of six key ones over a year that has seen prices 
come under severe pressure

Market reviews
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$6,625 per tonne, and standard 
grade II slipped to $6,575-6,950 
per tonne, as buyers sat on their 
hands. “The only thing that’s going 
to support prices is a massive wave 
of demand, and where on earth is 
that going to come from with 
China not buying at the moment?” 
one European trader told Metal 
Bulletin.

Weak demand and low offers for 
export from China, also seeing 
tumbling domestic prices, 
prevailed in mid-September. 
Chinese prices continued to slide 
in October, despite some smelters 
in Lengshuijiang, Hunan Province, 
operating at less than a third of 
capacity and being forced by 
market conditions to sell at below 
production costs – a situation 
continuing into mid-November.

Clearly antimony prices cannot 
continue falling forever, but it is 
hard to see where the impetus will 
come from for a significant 
rebound in the near future.

COBALT
The most recent plateau for cobalt 
prices was in the third quarter of 

2014, when the low-grade MB free 
market in-warehouse price briefly 
reached $15.50/lb (high) to 
$14.65/lb (low). This year, the 
price has been more of a roller-
coaster, and in spite of a revival 
during April-June, the trend since 
then has been a pronounced slump. 
Prices for low-grade fell to 
$11.4-10.35/lb on 20 November 
– the lowest for around three 
years. 

Demand for cobalt, 
nevertheless, has been described 
by traders as quite good, especially 
for forward delivery. One of the 
metal’s main applications, 
aerospace alloys, is currently a 
buoyant market. But the main 
factor for cobalt at present is 
oversupply. For example, although 
Glencore announced in November 
that it was suspending its DR 
Congo mining operations pending 
modernisation, its total cobalt 
output rose 15% year-on-year in 
the third quarter, with production 
up 7% year-on-year for January-
September, to 16,800 tonnes. 

Adding to supply, artisanal 
miners in DR Congo have started 
to exploit a particularly high-grade 
deposit at Mabaya, with up to a 
14% cobalt content. This is 
reportedly being offered to 
Chinese buyers at significant 
discounts, undercutting other 
artisanal miners in the DRC, as 
well as hydroxide and 
concentrates from major 
international miners in the 
country. Although the Mabaya 
deposit is not in a conflict zone, 
MB was told that there has been a 
growing reluctance for buyers to 
secure material from artisanal 
miners owing to concerns about 
traceability and ethical sourcing. 

China is the largest producer of 
cobalt metal, with most of this – 
over 90% – coming from imported 
raw materials. In 2015, the 
country’s total cobalt raw material 
imports are expected to reach 
51,000-52,000 tonnes (metal 
content), which is up about 20% on 
2014, according to Antaike at the 
China Nickel & Cobalt Forum in 
November. It expects a ‘small 
surplus’ in raw materials inventory 
as domestic consumption is 
forecast to rise 14.9% to 43,500 
tonnes. 

for the balance of 2015. A 
consumer also saw a static market, 
with no major new applications of 
material in sight on the demand 
side, and an oversupply of material, 
suppressing prices. “It will take 
more than a year to get back into 
balance and for prices to recover,” 
they said in July.

With selenium trading at 
$7.50-10.00/lb in early 
November, by contrast with 
$22-26/lb at the beginning of this 
year, it seems those expressing 
pessimistic sentiment for the 
outlook continue to have a realistic  
view of the market for the coming 
months at least.

ANTIMONY
Tough seems too weak a word to 
describe the antimony market in 
2015. Readers are invited to glance 
at the price chart and choose their 
own adjective, as a seller or a buyer 
of the metal.

Antimony prices hit what was 
then a four-year low in October 
2014 but had remained relatively 
stable during the second half of last 
year. By the end of the year, 
however, extra uncertainty 
entered the market as the Fanya 
Exchange stopped buying the 
metal and thus removed a factor 
supporting the market. A push by 
antimony producers to liquidate 
stocks to pay back loans ahead of 
the Chinese New Year added to the 
downward pressure on prices.

In mid-January 2015, panic 
entered parts of the market. 
“People appear to be desperate to 
sell,” one trader told Metal Bulletin 
at the time.

Temporary respite to the sliding 
price appeared to be in sight in 
mid-April, when news broke that 
Lengshuijiang’s local government 
in China had cut off electricity 
supplies to eight antimony 
smelters in order to make 
environmental improvements. 
Uncertainties over the length of 
their shutdown and the sum of 
their capacities left traders unclear 
as to how much impact the 
development would have.

They had an answer just two 
months later, when prices in June 
continued their slide. By 
mid-August, MB’s antimony 
trioxide quotation dropped to 
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China’s State Reserve Bureau 
(SRB) bought 100 tonnes of 
indium in mid-November, which 
has improved market sentiment 
and brought some relief to spot 
prices. An official from the China 
Nonferrous Metals Industry 
Association told MB that the 
country’s indium production could 
total about 300 tonnes in 2015, 
down 50% from last year as a result 
of weak demand and low prices. 

Thin films of ITO are applied by 
the use of either planar or rotary 
sputtering targets. The latter are 
more efficient, and cut the need for 
recycling unused ITO by a factor of 
ten, according to Umicore, which 
forecasts growth in rotary target 
demand to around 300 tpy over 
the next three years. 

BISMUTH
Bismuth, after rising to an MB free 
market price plateau of $12.2-
12.7/lb (low-high range) in 
October 2014, has seen a ski-slope-
like trend similar to many other 
metals, with a continuous 
uninterrupted decline over the 
past year to reach $4.4-4.8/lb on 

20 November. The Fanya 
exchange started trading bismuth 
in March 2013, and Chinese 
producers were happy to deliver 
metal to the exchange where they 
could secure higher prices than the 
domestic spot market. As a result, 
the bismuth inventory rose 
quickly, and stood at over 19,000 
tonnes – more than two years’ 
supply – in July 2015 when trading 
was suspended on the exchange. 
The presence of this stockpile 
overhanging the market is 
inevitably depressing sentiment. 

The Chinese domestic price 
showed a similar downward trend, 
falling from 128,000-125,000 
RMB/tonne (Metal Bulletin min. 
99.99%, high-low range) in early 
January to 67,000-65,000 RMB/
tonne on 19 August. But the price 
then staged a mini-rally over the 
next month, reaching 80,000-
77,000 RMB/tonne on 19 
September, as traders and some 
private investors stocked up to 
take advantage of the low prices in 
August. 

The market was also supported 
by production cuts in China in the 
first half as producers tried to 
mitigate the low prices. China 
produced 6,200 tonnes of bismuth 
in the first half, Antaike reports, a 
14.5% year-on-year fall from 2014. 
China dominates global bismuth 
production: in 2014, it mined 
7,600 tonnes of the metal out of a 
world mined total of 8,500 tonnes, 
estimates the US Geological 
Survey. 

The price rally in September 
boosted China’s unwrought 
bismuth exports to 356 tonnes in 
the month, a 66.8% rise year-on-
year, and a substantial increase 
from the 45 tonnes in August. Its 
exports of wrought bismuth and 
bismuth products totalled 255 
tonnes in September, up 98% 
year-on-year. But exports fell back 
again in October to 148 tonnes of 
unwrought metal as the price 
retreated after the rally, and 
overseas buyers stayed on the 
sidelines. 

Around half of bismuth demand 
is in the form of compounds for 
pharmaceuticals, cosmetics and 
pigments. Its metallurgical uses 
include as a non-toxic substitute 
for lead in solders and other alloys.

There are also increasing 
quantities of recycled cobalt 
available, which could also exert 
downward pressure on prices: 
Antaike forecasts that China will 
use 5,500 tonnes of recycled cobalt 
in 2015, from about 5,000 tonnes 
in 2014. Umicore announced in 
September that it will invest some 
€25 million to upgrade its cobalt 
recycling and refining plant in 
Olen, Belgium, to secure supply for 
its rechargeable battery materials 
and other businesses. 

INDIUM
Back in 2014, indium stayed 
reasonably steady in a $780-700/
kg band (MB free market high 
price), but as soon as 2015 arrived, 
it started to plummet. Since April, 
the price has been in a continuous 
fall that brought it to a $285-240/
kg band by 20 November. How 
much further it could fall would be 
the subject of a hazardous guess. 

Of global consumption of 
around 1,500 tonnes, most is used 
to produce indium tin oxide (ITO), 
the electrically conductive but 
transparent thin film that allows 
the functioning of most flat-screen 
electronic devices, including 
computer monitors, televisions, 
mobile phones, tablets, solar 
energy panels, and so forth. Thus 
demand in this area is strongly 
dependent on the general state of 
the world’s economies and 
consumer confidence. The annual 
demand for ITO is about 1,500 
tpy, with the vast majority of this 
– about 1,450 tpy – coming from 
Asia: South Korea, China, Taiwan 
and Japan. 

One factor in indium’s situation 
is the Fanya minor metals 
exchange, which had supported 
China’s indium industry for 
around three years, gradually 
building up stocks. This did not 
concern the international market 
initially as the exchange was 
absorbing China’s domestic 
production. But Fanya was forced 
to suspend trading in July 2015, 
with investors trying to reclaim 
their money. It is currently unclear 
what will happen to some 3,600 
tonnes of indium in its stockpile, 
but while this is unresolved, 
indium prices will remain under 
pressure anyway. 
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While 2015 has been a tough year for many minor 
metal prices, including silicon’s and vanadium’s, 
Gregory DL Morris finds that long-term prospects 
for both of them look good
Consumers of minor metals have 
had things mostly their own way 
recently, with prices generally low 
and supply mostly ample. The 
Minor Metals Trade Association 
highlights dozens of minor metals 
on the periodic table of elements 
– each with their own special 
properties – but broadly speaking 
there was a global expansion of 
production in response to years of 
booming demand, particularly in 
China. With the Chinese economy 
slowing, supply has now often 
outrun demand.

That imbalance is now being 
addressed, mostly by producers 
curtailing supply. At the same time, 
market watchers say that demand is 
growing for some minor metals, 
stimulated by both low prices and by 
growing needs in end-use markets. 
The next two years are considered 
an inflection period. In expanding 
markets consumers will count on 
the more ambitious producers to 
step up to meet their demand for 
volume. Those producers, in turn, 
are counting on consumers to be 
willing to pay more for higher 
quality and security of supply.

Silicon and vanadium provide 
examples of metals with good 
long-term demand prospects. A 
new silicon furnace, the first in the 
USA for decades, is already in heat in 
Mississippi and is expected to be 
shipping metal by the end of the 
year. In 2017 and 2018 a raft of new 
silicon projects are expected in 
Iceland. They will take advantage of 
inexpensive and plentiful electricity, 
and range from simple metal to 
high-purity and solar-panel-ready 
photovoltaic grades.

Makers of polysilicon wafers for 
photovoltaic cells are driving that 
application to the highest growth 
rates in the segment. But 

consumption in traditional 
industrial applications, including 
chemicals and aluminium, are also 
expected to grow at rates greater 
than GDP.

Silicon producers are clearly 
stepping up output as consumers 
hope to see an anticipated supply 
gap filled. Mississippi Silicon is 
starting its $200 million plant at 
Burnsville, Mississippi. “We are still 
in process of completing the hot 
commissioning work for Furnace 1, 
and related aspects of the plant, 
including raw material handling, 
baghouse, etc,” says John F. Lalley, 
vice-president of finance. “While we 
are doing the hot commissioning 
work, the furnace is producing and 
we are shipping on-spec material to 
customers. Polymet is our exclusive 
sales agent.”

He adds: “We are completing the 
cold commissioning work [for the 
second furnace], testing various 
systems before we apply power and 
expect to have this done soon. We 
still anticipate both furnaces being in 
full service by December 31. The 
furnaces are twins, and we expect 
they will produce 18,000 tonnes 
each when we are operating at full 
intended production levels.” 
Mississippi Silicon is a joint venture 
of the Vicintin family of Brazil and 
CleanTech.

Iceland focus
Elsewhere, there are at least four 
new silicon plants planned for 
Iceland. Separately, a merger 
between two large producers is in its 
final stages.

“Demand for silicon is growing in 
all segments,” says Ian Corydon, 
co-director of research at analyst 
firm B. Riley & Co. of Los Angeles. 
“Prices for silicon are still near their 
lows from the last cycle, but demand 

is definitely increasing from 
aluminium as they increase supply 
into the automotive sector. There is 
also growing demand from the 
chemicals sector, but that is kind of 
choppy.”

Corydon does not believe the 
merger of Global Specialty Metals 
and FerroAtlantica will have much 
effect on the competitive balance in 
the silicon market, but he does 
believe the combination is a good fit 
for the two firms. The merger only 
awaits regulatory approvals in the 
US. If completed the combined firm 
is to be called Ferroglobe. 

“There was a gap in supply 
forecast in the western world,” 
confirms Peter Wenzel, executive 
vice-president of corporate 
development for the large German 
holding company PCC, based in 
Duisburg. The company is building 
a 32,000 tpy silicon metal complex 
in Iceland. The $300 million PCC 
project is due to have its first furnace 
hot in December 2017. The second 
is due to start up two months later, 
with sales before mid-year of 2018.

Acknowledging that there is a 
considerable amount of new 
capacity coming into the market, 
Wenzel is sanguine that the new 
supply will meet growing demand. 
“The big question is Chinese 
demand. There is a little risk there, 
but demand in the chemicals sector 
and aluminium is growing at better 
than GDP rates. The fastest growth 
of all is in polysilicon for 
photovoltaic cells.”

Indeed PCC’s entry to the silicon 
market with the Iceland plant 
represents a significant capital 
investment in demand growth for 
the metal. The group has been 
trading in silicon and related 
chemicals, and also owns a quartzite 
mine in Poland that will supply the 
new metal plant. Most output has 
already been sold to consumers in 
Europe.

The biggest silicon project in 
Iceland is Thorsil, which is a 
domestic joint venture of Northsil 
and Strokkur Silicon. “We will build 
and operate a 54,000 tonne silicon 

Two metals in demand
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metal plant with two 40-megawatt 
furnaces at Helguvik, Iceland,” says 
Eythor Arnalds, ceo of Strokkur and 
board member of Thorsil. “It is 
estimated that the construction cost 
of the plant will be $275 million and 
that the plant will start its operation 
in the first quarter 2018.”

In July 2015, Advanced 
Metallurgical Group (AMG), based 
in Amsterdam, announced an 
agreement with Al Braik 
Investments to develop a silicon 
metal smelter in Kizad, Abu Dhabi, 
United Arab Emirates. The Sima 
Project is expected to be the first 
silicon metal smelter built in the 
fast-growing Gulf Cooperation 
Council market. AMG states that 
annual silicon metal demand in the 
Middle East is currently 70,000 
tonnes and is expected to exceed 
250,000 tpy by 2025.

Back in Iceland, a trader-turned-
producer model is in play by the 
Fondel Group, which plans four 
22,000 tonne furnaces through a 
consortium called United Silicon. 
The first is due in service by the 
middle of 2016. If all four are built, 
operational efficiencies could lift 
total production to 100,000 tpy. 
Silicon metal produced in the plant 
will be marketed and sold 
exclusively by BIT Fondel BV, a 
Fondel Group subsidiary based in 
Amstelveen, the Netherlands. BIT 
Fondel currently sells 
approximately 35,000 tpy of silicon 
metal.

The fourth project is the most 
specialised. Silcor Metals plans a 
16,000 tpy solar silicon plant. 
Construction is due to begin by 
mid-2016, and total project cost is 
estimated close to $900 million.

Strength of vanadium 
Vanadium demand is rising at a 
compound annual growth rate of 
3.45%, according to producers, 
driven primarily by demand for steel 
production, but also a number of 
other niche applications. Vanadium 
is a key alloy in high-strength, 
lightweight steel for automobiles. 
Carmakers need such steels in their 
drive to reduce vehicle weight.

The largest market is in rebar – a 
source of demand that has grown in 
the wake of devastating earthquakes 
in China, Iran, and Turkey, among 
other nations, where reinforced-

concrete buildings did not survive as 
they had been expected to. 
Low-quality rebar was partly to 
blame, along with variable 
construction methods and building-
code enforcement. By contrast, 
earthquakes of greater magnitude in 
Japan and Chile caused fewer 
casualties and less damage. As a 
result, Grade 3 rebar, which requires 
more vanadium than lower grades, 
is expected to become more of a 
global standard.

In other vanadium segments, 
“The catalyst business continues 
strong with more catalyst required 
for heavier crude oils,” says Mark A. 
Smith, president and ceo of 
vanadium producer Largo 
Resources. “The battery business 
remains interesting but less than 1% 
of the demand for vanadium,” he 
adds.

Beyond lightweight steel for 
automakers and meeting new 
earthquake standards for rebar, the 
immense need for infrastructure 
replacement across the USA will be 
another driver for vanadium 
demand. “Thirty or 40 years ago the 
lifespan of a bridge was about 30 or 
40 years,” notes Smith. “Today, 
using better steel, the same designs 
could last 100 years.”

While infrastructure spending is 
hampered by partisan bickering in 
Washington and many state 
legislatures, Smith is confident that 
demand for high-strength 
lightweight steel and top-grade 
rebar will mean steady demand for 
vanadium. “It is becoming more a 
matter of quality, rather than 
quantity,” he states.

Largo Resources brought its 
Vanadio de Maracás Menchen 
vanadium mine in Brazil into 
production in May 2014, but initial 
difficulties with equipment saw 
operations suspended for close to a 

year. The company began small-
scale operations late in the summer 
of 2015, and by October had 
exceeded its monthly production 
targets. Annual output is rated at 
10,000 tonnes on a vanadium 
pentoxide basis. That annual 
capacity represents 8-10% of global 
output, says Smith, who adds that 
the largest producer is in China, 
rated at 30,000 tpy.

The new output from Maracás 
Menchen is coming at a time when 
production elsewhere is vexed. 
China is both the largest producer 
and consumer of vanadium. Much 
of it is extracted from hematite slag 
from steelmaking. Chinese hematite 
ore costs about $125 a ton, but 
magnetite ores from Brazil and 
Australia cost less than half that, so 
domestic steel producers are 
shifting to those sources. Magnetite, 
however, is not a good source of 
vanadium. So as long as magnetite 
ores sell at a discount to hematite, 
vanadium production is expected to 
decline even if steelmaking output 
remained level.

The other two major vanadium 
producing regions are South Africa 
and Russia, but some of those 
nation’s producers have operating 
issues and some plants may be 
nearing the end of their lives. Recent 
vanadium pentoxide prices in 
Rotterdam have been $2.50-3.00 
per pound, but until recently the 
historical floor price has been $5.00 
per pound. Historic costs of 
hematite-slag extraction of 
vanadium have been $3.50 a pound, 
while primary (mined) production 
cost has been $4.50. Smith says 
Largo’s production cost started at 
$3.91 per pound earlier this year and 
is now down to $3.31 per pound. 

The author is a business journalist 
based in New York

Projected vanadium supply/demand balance

Source: Roskill, Bloomberg, Largo ResourcesSupply Demand
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MB Magazine’s regular list of recent orders for new and upgraded plant

New plant orders
Customer  Supplier Order details Start-up
ALGERIA
Algerian-Qatari Steel (AQS) ABB 400kV substation to power Bellara Steel Complex in northeast Algeria.  –

AUSTRIA
AMAG Danieli Fröhling Aluminium cold-rolled coil preparation station and slitting line, plus scrap handling system and automation  2017
AMAG Austria Metal SMS Cold rolling mill, heat treatment line for aluminium strip, high storage bay 2017

CANADA
Essar Steel Algoma Danieli New sideguides for hot strip mill  Q3 2016

CHINA
Shandong Iron & Steel Rizhao  SMS Complete flat-rolled steel complex, including hot strip mill, pickling tandem mill, hot-dip galvanizing line and  2017 
  two annealing lines. HSM: 4.8 million tpy, 1,900 mm wide with slab sizing press giving up to 350 mm reduction.  
  Pickling 5-stand tandem mill: 2 million tpy. HDG line: 400,000 tpy, with Foen wipe-off nozzles. Two annealing lines,  
  capacity 950,000 and 650,000 tpy with Drever radiant tube furnaces and ultra-fast cooling systems. Total products:  
  2 million tpy of surface-finished cold strip, 900-1,850 mm wide, 0.3-2.5 mm thick, in grades CQ, DQ, DDQ, EDDQ, SEDDQ,  
  BH, HSLA, HSS, DP and TRIP. Plus automation and newly-developed QA system  
Tangshan Iron & Steel  Primetals Technologies  Two continuous galvanizing lines (5 and 6) to expand CR mill no.2, total capacity 650,000 tpy. Sheet to be mainly  2017 
  used in automotive sector. Includes aluminium-silicon coating technology on line 6. Line 5 will be 250,000 tpy,  
  850-1,300 mm wide, 0.18-1.5 mm thick coil. Line 6 will be 400,000 tpy, 850-1,600 mm wide, 0.5-3.0 mm gauge  
Tangshan Iron & Steel Andritz Two continuous furnace plants for two new HDG lines. Fitted with low-NOx burners and includes Differential Rapid  Q1 2017 
  Jet Cooling system. Plus automation, air-knife system and shears  
Yieh Phui China Danieli Upgrade galvanizing line No.3 for aluminizing  Q3 2016 
  Technomaterial Co

FRANCE
Union des Forgerons  Siempelkamp 33/30 MN open-die forging press and ring rolling mill for nickel-based alloys and titanium, in Méréville plant.  Mid-2017 
  Open-die forgings up to 10 tonnes  

GERMANY
Hüttenwerke Krupp  Primetals Technologies  Modernise 300-tonne LD converter no.2 in Duisburg plant, including new trunnion ring and upgraded tilting drive.  Oct 2016 
  Mannesmann  In consortium with Buchinger Anlagen-Stahl Rohrbau  

HUNGARY
Otto Fuchs Hungary  SMS  Two hydraulic closed-die forging presses, 40 and 80 MN, for producing aluminium automotive wheels  Q3 2016

INDIA
JSW Steel  Danieli 3-strand bloom caster for Salem plant, with stopper rod control, MEMS and air mist cooling  Q3 2016
Prime Rolling Mills  Danieli Water treatment plant for caster  Q1 2016
SAIL  Danieli Upgrade drive and transformer of tandem mill no.1 at Bokaro  Q3 2016

INDONESIA
Gunung Steel SMS Reversing cold rolling mill 2017

IRAN   
Iran International Outotec Complete iron ore beneficiation plant for Khorasan Steel Complex. Capacity 2.5 million tpy of concentrate feed.  2017 
  Engineering Co  Contract value €45 million  

ITALY   
Ilva Paul Wurth Upgrade No.5 blast furnace at Taranto, including new hot blast stoves, new dust catcher, heat recovery system,  2016 
  stockhouse dedusting sytem  
Rodacciai  Danieli Slow cooling system for cooling bed  Q3 2016

JAPAN
Tokyo Steel  Danieli Billet and bloom caster for Okayama mill. Structural steel in sections 170 x 170 mm up to 250 x 310 mm,  – 
  lengths 2.8-7.5 metres. Five strands, 10 m main radius. Includes Eco Power Mould for improved cooling,  
  to achieve 220 tph output for any product type. Plus electrics and automation  

KUWAIT
KWTSteel  Danieli Revamp EAF Q2 2016
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MEXICO
Frisa Forjados  Primetals Technologies  230/34.5 kV substation and static var compensation (SVC) system for new meltshop in Villa de Garcia, to enable local  Q1 2016 
  processing of own raw materials into special-steel quality rings  
Grupo Simec Danieli State-of-the-art greenfield mini-mill in Apizaco, Tlaxcala. Capacity 600,000 tpy of SBQ round blooms, large diameter  End-2017 
  bars and wire rod. Includes all auxiliary plants and services, and level 1 and 2 automation. Value $600 million  
Indalum  Danieli 45-tonne aluminium melting furnace  Q3 2016

NETHERLANDS
Tata Steel IJmuiden SMS Modernise hot strip mill, new downcoiler 2016

PAKISTAN   
Amreli Steel Primetals Technologies  400,000 tpy bar rolling mill, for processing billet 150 x 150 mm, 12 metres long. For production of 8-40 mm  Early 2017 
  diameter rebar and 16-60 mm diameter round bars. Order includes complete rolling mill, shears, heat treatment  
  system, cooling bed, counting/bundling/weighing machines and automation  
Taybah Group Danieli 500,000 tpy MicroMill® for rebar, using single-strand continuous casting and rolling process. Includes auxiliary  Early 2018 
  plant: water treatment, roll shop and laboratories, plus automation. Phase II will double capacity in 2019 

POLAND   
Impexmetal  Heinrich Georg  Cut-to-length line for aluminium and aluminium alloy strip, up to 1,250 mm wide and 0.15-0.60 mm thick  –

RUSSIA   
MMK SMS Continuous galvanizing line 2017
Norilsk Nickel  FLSmidth Flotation cells, gravity concentrators, magnetic separators, pumps, cyclones, regrind mills, thickeners and filters  – 
  for Bystrinskoye copper-magnetite plant in eastern Siberia. Capacity 10 million tpy. Value DKK600 million  
Severstal  CMI  400,000 tpy hot-dip galvanizing line and 200,000 tpy colour coating line for Cherepovets steel mill. Includes a  April 2017 
  chemcoater, a prime coater and two finish coaters, multi-stage cleaning and ultra-low emission furnaces, plus  
  patented jet cooling system with energy recovery  

SOUTH KOREA
Posco  Fives  Vertical annealing furnace for new 500,000 tpy HDG line (no.7) in Gwangyang. Includes Flash Cooling® technology  2017 
  and AdvanTek® 2.0 radiant tube combustion system using coke oven gas  
Seah Besteel  Danieli Revamp EAF No.2  Q1 2016
Seah Changwon Special Steel  Danieli New casting section, 390 x 470 mm, for vertical caster  Q2 2016

TUNISIA
Intermetal  Danieli New wire rod line and associated water treatment plant  Q1 2017

TURKEY
Erdemir  Primetals Technologies  Continuous galvanizing line for Eregli plant. Strip gauges 0.4-2.0 mm, widths 700-1,900 mm. Capacity 350,000 tpy.  Q2 2018 
  Grades include commercial, IF, high-strength, bake-hardening, HLSA, dual-phase steels. Galvanizing speed 150 metres/min  

UKRAINE
ArcelorMittal Kryviy Rih  SMS A third horizontal coil compactor for 2-strand wire rod mill, turning coils automatically. Plus electrics, automation  End-2015 
  and hydraulic system

USA
Gerdau Long Steel North America Danieli Q-Temp temperature sensor for meltshop  Q2 2017
Kaiser Aluminum  Danieli Hotline shear for Spokane Valley operations  Q1 2017
Liberty Steel Products  Butech Bliss  Multi-blanking line for northeast Ohio plant. For processing CR and HR pickled steel up to 72in wide, 0.375in thick,  – 
  line speed 125 ft/min. Includes hydraulic crop shear, Synergy® hydraulic roller-leveller, slitter, looping pit and direct drive shear  
North American Stainless SMS 4-high skin pass mill, multi cold rolling mill 2017
Nucor Steel Auburn Danieli New stacker and bundle collecting facilities  Q1 2017
Nucor Steel Hertford Danieli Q-Optimum system for segment 1 of slab caster  Q1 2017
Nucor Steel Seattle  Tenova Goodfellow  Ieaf® system for mini-mill, to reduce operating costs and energy consumption, and improve end-point detection.  – 
  Includes NextGen® off-gas analysis  
Nucor-Yamato Steel Danieli $75 million quench and self-temper system for 1.4 million tpy rolling capacity in Blytheville, Arkansas. For production  H2 2016 
  of ASTM A913 grades 65 and 70 structural sections (wide flange beams) with HSLA chemistry  
Steel Dynamics FATA Hunter Double-coat continuous coil coating line for Columbus, Mississippi, plant. The 600 ft/min line will process CR,  Q4 2016 
  galvanized, pickled hot band and Galvalume® steel coils with maximum 72in width, gauge up to 0.076in.   
US Steel  Danieli Sidetrimmer for No.6 electrolytic tinning line at Gary  Q4 2016

VIETNAM
Dana-Y Steel  Danieli Single strand caster for endless-welding-rolling plant  Q4 2016
Hoa Sen Group Danieli Continuous galvanizing/galvalume line  Q2 2016
SSE Steel  Danieli  New 10-pass wire rod block  Q3 2016

Customer  Supplier Order details Start-up
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Because of this, Anton predicts 
that Chinese hot-rolled coil 
(HRC) steel prices are likely to 
tumble to $250 per tonne by the 
first quarter of 2016 and could 
crash further to as low as $200 per 
tonne later in the year, which 
would result in a ‘bloodbath’: “It 
was prices like these that drove 
LTV out of business in 2001,” 
Anton says. 

In an effort to address 
overcapacity, China’s president, 
Xi Jinping, has called for 
‘structural reform on the supply 
side’, resulting in 10 northern 
China steel mills shuttering a total 
of almost 14 million tpy of 
capacity. “That, however, is still 
not enough to offset the capacity 
increases,” SMA’s Bell maintains.

And given predictions that 
Chinese GDP growth could 
weaken further next year unless 
its government steps in with 
stimulus measures, even with 
these cuts the Chinese steel 
market, and therefore the global 
steel market, will continue to be 
oversupplied, Amy Bennett, 

While there is likely to be a slight 
improvement over this year, all 
the signs are pointing to 2016 as 
continuing to be a challenging 
year for both the US and global 
steel and base metals industries. 
This is largely due to plummeting 
commodity prices and 
burgeoning overcapacity. 

“Steel prices have been falling 
for the past 13 to 14 months in the 
United States and for 24 to 36 
months elsewhere in the world, 
even though we will finally see 
some supply coming offline,” 
observes John Anton, director of 
steel analytics for the pricing and 
purchasing service of IHS.

The ‘800-pound gorilla in the 
room’ is steel overcapacity, 
particularly in China, declares 
Philip K. Bell, president of the 
Steel Manufacturers Association, 
predicting that next year will be 
another very tough year if Chinese 
steelmakers do not rationalise 
much of their capacity, even 
though that nation’s economy is 
likely to weaken further. 

Anton agrees, predicting that 
the global steel market will 
probably continue to be in 
overcapacity for the next five 
years, with China – although not 
exclusively so – being the biggest 
source of that overcapacity.

“Chinese growth has been 
tremendous over recent years and 
it is continuing to grow its 
capacity, which is not a good 
thing,” Mark Millet, president 
and chief executive officer of Steel 
Dynamics, Fort Wayne, Indiana, 
said during the company’s recent 
investor day. China’s steelmaking 
overcapacity of hundreds of 
millions of tonnes is a multiple of 
total US annual steel production.

principal steel consultant for 
Metal Bulletin Research, observes. 

While the USA remains one of 
the stronger markets globally with 
2.1% real GDP growth in the third 
quarter, following 3.9% growth 
the second quarter, 2015 was 
arguably the worst year for the US 
steel industry since 1980, says 
Christopher Plummer, managing 
director of Metal Strategies, 
Pennsylvania, with domestic 
shipments expected to be down 
10.3% for the year as a whole. He, 
however, predicts that 2016 will 
be at least slightly better with a 
3.1% shipment increase. 

Brutal conditions
Plummer describes this year’s 
steel market conditions and 
resultant financial performance as 
“absolutely brutal” – as bad as 
they had been in the economic 
downturn, blaming the strong US 
dollar, the collapse of the energy 
market and the inventory 
destocking that has resulted from 
surging volumes of imported 
steel. But just how bad conditions 
have become varies greatly by 
end-market. He points out that 
the two largest steel-consuming 
markets – automotive and 
construction – continue to do 
well. 

“One big engine of growth has 
been the automotive industry,” 
observes Brian Yamaguchi, senior 
director of supplier development 
of Los Angeles-based Reliance 
Steel & Aluminum Co, who notes 
that with the average car age 
remaining 10-11 years and 
financing rates still cheap, light 
vehicle production is likely to 
remain strong. And with US 
consumers buying more light trucks 
and larger passenger cars, more 
metals are being used per vehicle. 

Plummer observes that North 
American automotive production 
is expected to be up about 3% in 
2015 to 17.4 million vehicles and 
then rise another 2.5% to 17.9 
million vehicles next year. This is 
expected to be followed by 
another 2.4% increase to 18.3 
million vehicles in 2017, which 
could be the cycle peak after eight 
consecutive years of growth. 

Meanwhile, helped by today’s 
low gasoline prices, the light truck 

Next year’s outlook for steel and base metals is 
cloudy, with a need for supply and demand to 
rebalance, reports Myra Pinkham

Challenges ahead
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‘One big engine 
of growth 
has been the 
automotive 
industry’

energy sector, its third largest 
end-market, could be down as 
much as 65% this year, overriding 
the strength in other steel 
consuming markets. 

“I don’t think there is much 
optimism that the energy sector 
will pick up in the first half of next 
year, but at some point oil prices 
will come back up,” says 
Reliance’s Yamaguchi. 

That, however, might not 
happen for some time, says IHS’s 
Anton, who believes that the 
maximum sustainable oil price in 
2016 to be only $50 to $60 per 
barrel. He says that a price of 
above $60 per barrel, which is 
necessary to prop up drilling 
activity, is not likely to happen 
before 2017 or even 2018. 

Service centre destocking has 
had a negative impact upon mill 
order books this year, but while 
the months of supply on-hand 
remains high for certain steel 
products, there has been some 
improvement, Yamaguchi  
points out. 

According to the latest data 
from the Metals Service Center 
Institute, US service centres were 
holding 2.7 months’ of steel as of 
the end of October, down from 
3.2 months at the end of last year, 
but with shipments off 14% 
year-on-year they are struggling 
to get them much lower. MBR’s 
Bennett predicts that by late in 
the first quarter, or early in the 
second quarter, of next year 
service centres could be confident 
enough that the market will be 
picking up that they will not only 
stop working down their 
inventories but begin some 
modest restocking, which could 
have a positive influence upon 
mill order books. 

“With inventories in better 
balance, that could create a better 
environment for higher prices,” 
Yamaguchi points out. That is 
assuming that mills get relief from 
imports, which, after surging late 
in 2014 and early 2015 have now 
largely peaked and were down 
27.3% year-on-year in September. 

Whether this trend continues 
into next year largely depends 
upon the success of the three steel 
sheet trade cases, which could 
result in high enough anti-dumping 

share of total auto output will 
continue to edge up to 59.2% by 
2016, which he says is significant 
given that on average trucks 
contain twice as much steel as 
passenger cars. 

In the coming years there will 
continue to be inroads of both 
aluminium and advanced 
high-strength steels, displacing 
mild steels. “There are differing 
views of how this will end up,” 
Plummer says, “But even AHSS 
doesn’t require the same tonnages 
per vehicle as mild steel does.”

At the same time, the 
previously lagging construction 
market – which accounts for 40% 
of all US steel consumption at the 
top of its cycle – has begun to hit 
its stride in the past 18 to 24 
months and could continue to 
have a strong, sustainable recovery 
that, according to Plummer, should 
go on for several more years. 

While the current almost-11% 
increase in non-residential 
construction might not be 
sustainable, Plummer predicts 
that in 2016 a 7-10% growth rate 
is possible. Even public works, or 
infrastructure, construction is up 
a surprising 5-6% this year and 
will probably grow by a more 
sustainable 2-3% in 2016, he says. 
And should the current push for a 
multi-year highway bill be 
successful – as it seems will be the 
case with both houses of Congress 
passing their own versions which 
need to be ‘conferenced’ into a 
final bill – that could support 
two-to-six years of higher public 
works and non-residential 
construction activity, Plummer says.

The domestic steel industry, 
however, suffered a blow in 2015 
when its steel import share, on the 
back of the strong US dollar, 
which is currently at a 13-year 
high, grew to a record 30% at the 
same time as there was an 
unprecedented decline in crude 
oil prices – both of which 
decimated demand for domestic 
steel, SMA’s Bell declares. 

Energy demand slump 
Because of the decline in West 
Texas Intermediate (WTI) oil 
prices, which was only $41.75 per 
barrel on November 23, Plummer 
says that steel demand for the 

and countervailing duties to limit 
import volumes despite the 
strong US dollar, which could get 
even stronger should the US 
Federal Reserve raise interest 
rates as is expected. 

Anton says that domestic steel 
prices could bottom out sometime 
between December and February, 
especially given some recent 
announcements by domestic 
producers to temporarily idle 
production capacity, including US 
Steel at Granite City in Illinois and 
AK Steel at its Ashland, Kentucky, 
facility. “The steel industry needs 
to bring its operating rates up, but 
it is uncertain whether the 
announced capacity cutbacks will 
be enough to offset other factors,” 
Yamaguchi says. 

Anton comments that a 
combination of the end of service 
centre destocking, mill production 
cutbacks and lower import 
volumes could mean slightly 
higher steel prices next year, but 
they still will not be high enough 
to make the mills happy. Domestic 
HRC, for example, will only reach 
$485-$490 per tonne by the 
second or third quarter from its 
current $440 per tonne level.

Volatile base metals 
It is not unusual for base metals to 
be volatile, but this year and 
probably next year they are likely 
to be even more volatile than 
usual, observes David Pathe, 
president and chief executive 
officer of Sherritt International. 
But when all is said and done, 
2016 could be a slightly better 
year than this year for the base 
metals complex, according to 
John Mothersole, director of 
research for the pricing and 
purchasing service of IHS, 
although the recovery is likely to 
not be quite as strong as had been 
initially anticipated. 

In fact, 2016 could be 
somewhat of a bumpy ride, 
especially with the economic news 
coming out of China continuing to 
be negative, says Steve 
Hardcastle, head of client liaison 
for industrial commodities at 
Sucden Financial. “It could all 
turn around, however, if China’s 
government stimulates the 
economy in a meaningful way,” 
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observes John Tumazos, metals 
analyst for Very Independent 
Research. It has also been adversely 
impacted by the slowing of global 
economic growth, particularly in 
China, which accounts for half of 
the world’s aluminium 
consumption. “As China goes, so 
goes the aluminium market,” 
declares Timothy Hayes, principal 
of Lawrence Capital Management. 

Robust demand 
Aluminium demand actually 
remains fairly robust, according to 
Robin Bhar, head of metals 
research for Société Générale. That 
has definitely been the case for its 
use in both aerospace and the auto 
market this year and should 
continue to be so in 2016 as well, 
says Bill Sales, Reliance’s senior vp 
for non-ferrous operations, who 
notes that its increased use in 
automotive not only comes from 
the rise in auto output next year, 
but also a conversion of parts from 
steel to aluminium. “While some 
parts could eventually be converted 
back to AHSS, aluminium is here to 
stay in the automotive world,” he 
maintains.

The problem with aluminium is 
that is stuck in a structural 
oversupply situation, principally 
because of overproduction in 

he says, adding that base metals 
prices are not just being influenced 
by actual market dynamics, but a lot 
of the movement has also been 
caused by short selling fund 
activity.

Mothersole agrees, noting that 
the Chinese government’s 
“chaotic” response to the 
deceleration of the nation’s 
economy has led people to question 
what will happen there going 
forward. “People are looking for 
signs of growth, signs that the 
Chinese manufacturing sector will 
stop sliding.”

That said, he says it is possible 
that the base metal markets might 
be oversold and too pessimistic. 
“The real test will be what happens 
in February or March after the 
Chinese New Year,” Mothersole 
says, noting that the current 
weakness will probably carry on 
until early 2016 but could either 
stabilise or improve after the 
Chinese New Year, depending 
upon the specific metal, each of 
which has slightly different 
dynamics. But in general all the 
base metals either need a pickup in 
consumption or more production 
cutbacks, Hardcastle points out.

Aluminium has been particularly 
hard hit by supply issues, even 
more than is the case in steel, 

China, Bhar says, and could remain 
so into next year. “That is because 
there haven’t been many 
production cutbacks and there 
continues to be high stocks,” he 
explains. 

But there has been some idling of 
capacity. “There have been some 
closures in China. Also both Alcoa 
and Rusal have made some 
cutbacks,” Bhar says, “But they 
have been fairly modest in total.”

Hayes questions how modest 
those cuts are given that almost a 
million tonnes has been or is in the 
process of being cut in the USA 
alone, largely by Alcoa. Hardcastle 
says this year’s low energy costs 
have helped aluminium producers 
and could be one reason why they 
have delayed idling production 
capacity.

“I would expect to see more 
production cutbacks next year, 
especially since it is likely that 
aluminium prices will stay 
relatively weak next year,” Bhar 
says. He would not name 
specifically where those cuts may 
come, but noted there are a number 
of high-cost smelters, not just in 
China but in North America and 
Europe as well.

Mothersole says that even with 
these modest cuts, the aluminium 
market is likely to move from 
surplus into a better supply/
demand balance next year. As a 
result, LME aluminium prices are 
forecast to increase to $1,690 per 
tonne by the fourth quarter of 2016 
from $1,487 per tonne in November.

In 2015 the copper market has 
gone through ups and downs due to 
a combination of market demand 
and metal values, Dicky Farmer, 
president of the Copper and Brass 
Servicenter Association and 
co-president of Texas City, 
Texas-based Farmers Copper, says. 

Copper has definitely been hit by 
China’s economic slowdown, 
especially in its construction sector, 
which is probably in a recession and 
will only be limited should its 
government initiate stimulus 
measures, Bhar says. This, 
however, has been partly offset by 
growth in Europe and the USA. 

Even in the USA, copper 
demand is a mixed bag with the 
aerospace and automotive sectors 
still strong and growing while most 
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Strong US aerospace 
and auto demand 
has been counter-
balanced by a 
subdued energy 
sector, resulting in 
a flat market for 
copper

‘People  
are looking 
for signs 
of growth, 
signs that 
the Chinese 
manufacturing 
sector will stop 
sliding’
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Royal Nickel Corporation, says, 
with the possibility of prices falling 
even further, possibly to $8,500 to 
$8,800 per tonne by the end of the 
year. But that should finally be the 
bottom, he predicts, as global nickel 
supply is already down by about 
3%, largely due to reduced Chinese 
nickel pig iron production, partly 
due to China working down its 
large stockpile of nickel laterite. But 
there also has been some idling of 
certain smaller mines. None of the 
major nickel mines, however, have 
closed – at least not yet.

Pathe says it is possible that next 
year could be the first of several 
years of deficits following several 
years of surplus, although exactly 
when that will occur is still uncertain, 
especially with nickel inventories, 
both reported and unreported, 
remaining at record highs. 

Falling prices for nickel, as well as 
other alloys, has kept stainless steel 
production, which accounts for 
about 65% of nickel consumption, 
down, even in the USA, which 
remains the strongest market. The 
weakness, Reliance’s Sales says, has 
been magnified by moves by 
distributors to work down their 
inventories. And even now that 
service centre inventories are just 
about in balance, they remain very 

other markets are in decline, 
especially the energy sector, despite 
the fact that there has been some 
substitution of copper for nickel 
alloys and stainless steels in some 
more challenging downhole 
applications for instruments and 
housings. This has resulted in a 
somewhat flat copper market 
overall, Farmer says. 

The supply side of the equation 
has not been very positive either 
even though producers have been 
largely on the defensive. Bhar 
believes that because of some 
previously announced mine 
expansions, the copper market 
could remain in oversupply despite 
some sizable production cuts that 
have already been announced by 
such producers as Freeport-
McMoRan Copper & Gold, Grupo 
Mexico and Glencore, representing 
as much as 3-4% of total global 
copper supply.

Some other analysts, including 
Mothersole, say that it could 
actually drift into a modest surplus 
next year. “A lot depends upon the 
strength of the Chinese market,” 
Farmer says, given that China 
accounts for about half of the 
world’s copper consumption. 

There are also differing views 
about pricing. While Mothersole 
believes that copper prices could 
increase moderately to about 
$5,460 per tonne in 2016, Bhar 
believes that they could fall further. 

Nickel confounds 
“The fall in nickel prices in 2015 has 
been confounding,” Mothersole 
says, with its $8,930 per tonne level 
as of mid-November being well 
below what industry observers had 
expected. “At this level about half of 
nickel capacity is underwater, 
which leads us to believe that there 
has to be a supply-side reaction.” 

This is far from what was 
expected when Indonesia first 
instituted its ore export ban in 
January 2014, Sherritt’s Pathe says. 
While at first the ban had been 
supportive of nickel prices, once it 
became apparent that a contraction 
of supply was not immediately 
materialising, it resulted in a 
general downward trend in nickel 
prices that is continuing to date. 

“December could be bloody,” 
Mark Selby, president and ceo of 

cautious about buying any more 
than they need to meet their 
customers’ requirements and are 
likely to continue to be so into early 
2016, until they are confident that 
nickel prices are beginning to 
improve. 

“Next year nickel prices could 
begin to push back to the $11,000 
range, which, while up, is still not 
that great,” Selby says, estimating 
that it could take another two or 
three years to reach the peak of this 
cycle.

Both lead and zinc should move 
into deficit in 2016 on the back of 
production cuts. Mothersole 
observes that Glencore and Nyrstar 
have already announced cutbacks 
of zinc/lead mine production and, 
after being talked about for some 
time, the Century Mine in Australia 
has finally exited the market. Lead 
is also being bolstered by the 
strength in the auto sector. 

Mothersole is predicting that 
zinc prices will move back to 
$2,000 per tonne in 2016 from 
$1,525 per tonne in November, 
and for lead to go from $1,560 per 
tonne to just above $1,800 per 
tonne next year.

The author is a specialist writer based 
in New York.
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The low nickel price 
has yet to stimulate 
a sufficient global 
supply-side reaction



Two powerful companies in the metals industry have forged 
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meltshop management, electrical 
and mechanical maintenance, and 
operators. A novel touch screen 
allows simple and fast access to process 

A hydrometallurgical process 
using hydrochloric acid has been 
under development at Rusal since 
2012, in collaboration with leading 
academic and educational 
institutions. A process flow scheme 
has been set out, laboratory tests of 
the main stages have been 
conducted, the Siberian kaolin 
deposits have been evaluated, and 
the capital and operational costs of 
the process have been calculated. 

A demonstration facility for 
producing 1 kg of alumina per hour 
will be commissioned in early 2016. 
If all goes to plan, the company will 
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 Innovations

At the ABS mill, round blooms to 
feed the Rotoforge come from the 
existing ‘jumbo’ continuous caster, 
which is capable of casting rounds up 
to 850 mm in diameter. The 
two-high Rotoforge uses two large 
rolls, each 1.8 metres diameter, to 
create the large deformation 
traditionally produced by forging. 
The reversible mill achieves an 
overall reduction ratio of 3:1 – a 
much greater size reduction per pass 
than with a usual rolling mill. 

The rolling process results in 
excellent surface characteristics and a 
‘dramatic reduction’ in transformation 
costs, with no additional turning 
required. Danieli chairman and ceo, 
Gianpietro Benedetti, said the new 
technology is expected to achieve a 

Following a €360 million investment, 
Danieli commissioned a Rotoforge 
plant at its subsidiary ABS steel mill 
in Italy in October. The official 
inauguration was carried out by the 
country’s prime minister, Matteo 
Renzi. 

Rotoforging is designed to 
combine the high internal quality 
(such as fine grain size) of a forged 
product with the high size tolerances 
of rolled bars. As a result, it imparts 
the same tensile strength to the core 
of a rolled bloom as would be 
produced by a standard forging 
process, says Danieli. The 
Rotoforging process also has high 
productivity and short lead times, 
allowing for a fast response to market 
demands. 

Rotoforge process offers new possibilities

Primetals Technologies has 
introduced “Melt Expert”, a new 
electrode control system for electric 
arc and ladle furnaces. It builds on 
the advantages of the company’s 
previous systems, Arcos and Simelt, 
while adding new features and 
sophisticated control strategies that 
are said to ensure the most efficient 
production: auto-adaptive regulation 
algorithms reduce energy consumption 
and raise melting efficiency. 

Target-group-oriented screens 
provide conditioned information for 
different user needs such as 

UC Rusal says it has made good 
progress on a project to produce 
alumina from kaolin clay minerals, 
and is ready to launch a 
demonstration facility. Rusal started 
this project because Russia does not 
have significant reserves of 
high-grade bauxite, and therefore has 
to produce much of its alumina 
abroad and import it, or import the 
bauxite, adding to costs. However, 
the country does have over 20 billion 
tonnes of kaolin reserves in Siberia. 
Based on hydrated aluminium 
silicate, this mineral is a potential 
alternative source of alumina. 

An expert tool for furnaces

Rusal advances on alumina from clay
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subsequently build a full-scale 
refinery with a capacity of over 1 
million tpy. Other countries have 
been working for some time on 
producing alumina from various 
non-bauxite resources, but Rusal 
believes it is closer than others to 
achieving positive results, commented 
Victor Mann, technical director. In 
fact, Rusal’s refinery at Achinsk 
already uses locally-mined nepheline 
(sodium-potassium-aluminium 
silicate) to produce alumina. 

Another potential advantage of using 
kaolin is the generation of valuable 
by-products, including rare earths.

Melt Expert  
promises even  
greater efficiencies  
in steelmaking

The Rotoforge 
process combines the 
strengths of forging 
and rolling

production cost reduction of 
€150-200 per tonne. In the coming 
months, Rotoforge products will be 
tested and qualified for the heavy-
engineering applications for which 
ABS already produces special steels.

relevant data and displays key values 
such as consumption figures and 
melt time. Should there be a significant 
deviation from normal parameters, 
this information is highlighted. 

To achieve high reliability in a 
rough industrial environment, 
robustness and operational safety 
were a main focus, says Primetals, 
which maintains that amortisation 
of Melt Expert may be achieved in 
less than nine months. For existing 
customers, it offers upgrade kits to 
convert Arcos and Simelt to the new 
technology.



62 | Metal Bulletin Magazine | December 2015 - January 2016

 Supply chain services

Bruker Corporation has 
introduced the EOS 500, a new 
hand-held element analyser 
using Laser Induced Breakdown 
Spectrometry (LIBS). It is 
designed for high-speed analysis 
of low-atomic-number elements 
such as lithium, magnesium, 
aluminium or silicon. The 
company notes that this 
technology is complementary to 
hand-held XRF analysers, which 
are well suited to high-atomic-
number elements (such as 
niobium, molybdenum and 
tungsten), but not as quick for 
light elements. Compared with 
hand-held XRF, light element 
analysis with the EOS 500 is 
about ten times faster, says Bruker. 

Bruker launches LIBS 
analyser for light elements

The EOS 500 is designed 
for durability in the 
demanding conditions 
in the scrap industry

Surfium achieves 
a more consistent 
surface profile owing 
to its very narrow 
hardness range

Metal substrate surface 
preparation is a vital process 
before coating. Where abrasive 
blasting is used to clean and 
prepare a surface prior to 
coating, the size, consistency and 
uniformity of the blasting media 
chosen have a big influence on 
the quality of the surface finish 
achieved. In turn, that quality 
affects how well and reliably a 
coating then applied adheres to 
the freshly blasted surface.

The size, frequency and 
distribution of the microscopic 
peaks and dimples created on the 
substrate material’s surface, or 
its ‘roughness’, also influences 
the unit volume of the coating 
applied to achieve the thickness 
required.

An international supplier of 
metallic blasting media, W 
Abrasives has developed a 
‘turnkey solution’ called Surf 
Prep Pack to help measure and 
control all of the key parameters 
of such surface preparation. It 
comprises a range of technologies.

WA Clean is an opto-electronic 
device, which assesses blast 

Optimising abrasive-blasted surface quality
cleaning grades as specified in 
different international standards 
(ISO, SSPC). WA Dust is an 
under-development opto- 
electronic device, designed to 
evaluate dust quantity ratings and 
dust size classes included in the 
ISO 8502-3 specification. WA 3D 
replicates a blasted surface at the 
customer site, followed by 3D 
scanning of the replica off-site to 
obtain the precise parameters 
needed to control commercially 
important factors such as paint 
consumption. Training, 
consulting and testing services 
are provided to assist surface 
quality optimisation.

W Abrasives has also 
developed Surfium, a premium 
abrasive blasting media 
developed to deal with 
increasingly binding surface 
preparation specifications 
demanded by end-users in recent 
years. The high-performance 
grit, for applications in multiple 
industries, is designed for use in 
wheel-blasting machines.

Surfium is available in four 
sizes, depending on the profile 
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The instrument has been 
engineered for durability in the 
demanding conditions in the 
scrap recycling industry, 

including humid and dusty 
environments. It has an ‘Air Flow 
Optics Shield’ that continuously 
prevents dust build-up in front of 
the optics.

The EOS 500 uses a 
proprietary 1,064 nm laser for 
plasma generation, which is 
stated to give low background 
noise compared with standard 
LIBS high-energy, low-frequency 
lasers. With this design, the 
instrument can analyse 
challenging elements, such as 
silicon and magnesium, at less 
than 0.1% concentration, within 
seconds. 

A multi-detector design  
covers an extended wavelength 
range from 170 to 720 nm, 
allowing the detection of a  
broad range of elements that a 
single detector could not cover. 
The wide wavelength range  
also allows it to use alternative 
wavelengths and hence achieve 
better accuracy by avoiding 
spectrum overlap.

depth required. Owing to its very 
narrow hardness range (+/-1.5 
HRC), the abrasive has a better 
lifetime compared with standard 
GL grit products, which leads to 
a decrease in consumption of 
about 10 %, according to W 
Abrasives. Surfium also achieves 
a reduction by more than 15 % of 
the residual dust particles 
generated during the abrasive 
blasting process.

The number, homogeneity and 
size of the microscopic surface 
peaks produced by abrasive-
blasting impacts the mechanical 
and the corrosion resistance 
properties of coatings over long 
exposure times. WA 3D analysis 
of the surface profiles produced 
by using Surfium compared with 
those generated by a 
conventional GL product has 
shown that the former achieves a 
better result and a more 
consistent surface profile, due to 
its very narrow hardness range 
(+/- 1.5 HRC). W Abrasives says 
that Surfium is particularly 
suited to pipe and rebar surface 
preparation.
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 End user

Kobe forges ahead in aluminium

Alcoa officially opened a state-of-
the-art jet engine parts facility in La 
Porte, Indiana, USA, at the end of 
October. This doubles the capacity 
in La Porte and expands its product 
range for large commercial aircraft. 
The $100 million expansion 
occupies 320,000 sq ft (29,700 sq 
metres) and enables the company to 
produce single-piece nickel-based 
structural parts – components that 
encase the rotating parts of an 
engine – that are nearly 60% larger 
than those already produced in La 
Porte. 

This has broadened Alcoa’s 
market into wide- and narrow-body 
aircraft engines. For example, the 
new plant will supply structural 
components for PurePower® and 
other engines under a 10-year, $1.1 
billion contract with Pratt & 
Whitney announced last year. The 
La Porte facility also is partnering 
with other major aerospace engine 
manufacturers and their partners to 
supply parts for next-generation 
engine programmes. 

This investment expands Alcoa’s 
business in the growing aerospace 
market and complements its 
acquisition of Germany-based Tital 
earlier this year. Tital makes 
titanium and aluminium structural 
castings for aircraft engines and 
airframes. 

Alcoa opens advanced 
jet engine parts facility
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Alcoa doubles 
capacity at its  
La Porte site

A car suspension 
incorporating KAAP 
aluminium forgings

Kobe Steel’s US subsidiary, Kobe 
Aluminum Automotive Products 
(KAAP), is planning to expand its 
plant in Bowling Green, Kentucky, 
to meet growing demand in North 
America for forged aluminium 
suspension products. KAAP is 
investing $56.6 million to build one 
new melting and casting line 
(bringing the total to three) plus two 
new forging presses (bringing the 
total to eight). This will raise capacity 
to about 750,000 pieces per month. 

KAAP started production in 
2005 and says it is the biggest 
producer of forged aluminium 

suspension products in North 
America. It is owned by Kobe Steel 
(60%), Mitsui & Co (25%) and 
Toyota Tsusho Corp (15%). The 
company says it has been steadily 
expanding its output of aluminium 
suspension parts in order to meet 
the demand for lighter vehicles, 
which is expected to rise in order to 
meet higher Corporate Average 
Fuel Economy standards. 

North America is the world’s 
second largest car market, and 
annual production is forecast to rise 
from 17.5 million cars in 2015 to 19 
million in 2020, KAAP adds.

Stainless enhances 
‘mobile phone’ 
booth
As public phone booths have 
mostly disappeared with the 
advent of mobile phones, and as 
open-plan offices have become the 
normal working space, there has 
arisen a need for soundproof 
booths that can provide a 
noise-free or private environment 
for some situations. Finnish 
company Framery has designed 
and commercialised a booth that it 
describes as ‘the world’s smallest 
office’ – in about 1 square metre of 
floor space, it creates a noise-free 
work environment. 

The business edition of the 
booth has a polished stainless steel 
exterior, using Core 441 alloy, a 
nickel-free 17% chromium ferritic 
grade supplied by Outokumpu. 
The thin plate of Core 441 is 
attached to a birch plywood 
framework magnetically, with no 
screws used. 

“Outokumpu helped us to find 
the right magnetic grade and the 
ideal surface finish. Steel is robust, 
easy to handle and offers good 
sound insulation properties – plus 
a fabulous, sleek look,” said 
Framery ceo Ossi Paija. The booth 
won a major furniture design 
prize, the NeoCon Gold Award, in 
Chicago this year. 

Alcoa has also announced a deal 
worth about $1 billion to supply 
fastening systems to Airbus. This is 
Alcoa’s largest-ever fastener 
contract with the aircraft company 
and strengthens its position on new, 
high-growth platforms, including 
Airbus’s newest commercial 
aircraft, the A350 XWB and the 
A320neo. 

Alcoa’s fasteners are made of a 
variety of materials, including 
stainless steel, titanium and 
nickel-based superalloys. They are 
made at 14 of the company’s global 
facilities and are designed to 
improve fatigue life, endow 
lightning strike protection, and 
improve wear and reusability on 
conventional and composite 
aircraft.
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  Events
Aluminium Wire & Cable 2015  
9 – 10 December 2015 
MesseTurm Convention Centre, 
Frankfurt, Germany
A conference and exhibition devoted 
to aluminium wire and cable, 
including new manufacturing 
processes, demand forecasts, 
regulations and end-user case studies. 
www.aluminium-wire-cable.com/
index

19th Middle East Iron  
and Steel Conference 
14 – 16 December 2015 
Atlantis, The Palm, Dubai, UAE
The leading event for the Middle East 
and North Africa iron and steel 
industries offers unrivalled 
networking opportunities with top 
executives from all the major players 
in the region, as well as the global 
supply chain. Major topics will 
include GCC investment plans, global 
overcapacity and anti-dumping 
legislation. 
metalbulletin.com/events

AMM’s 21st Mexican Steel Forum 
27 – 29 January 2016 
Intercontinental, Cancun, Mexico
This conference is a long-established 
date for members of the steel 
industry across North and Latin 
America. Topics under discussion 
include Mexico’s automotive boom, 
anti-dumping and countervailing 
duties, and the implications of 
Mexico’s energy reforms. 
metalbulletin.com/events

Mining Indaba 2016 
8 – 11 February 2016 
Cape Town, South Africa
Investing in African Mining Indaba is 
the world’s largest mining 
investment conference and Africa’s 
largest mining event. 
www.miningindaba.com

22nd Bauxite and Alumina Conference 
29 February – 2 March 2016 
Conrad Miami, Florida, USA
Among the many vital topics to be 
covered at this conference are the 
effects of low aluminium prices and 
the Indonesian ore export ban, and 
new bauxite resources. 
Non-metallurgical uses are also 
covered. There is the bonus of an 
optional field trip to Jamaica. 
metalbulletin.com/events

China Iron Ore 2016 
1 – 3 March 2016 
Grand Millennium Hotel,  
Beijing, China
The major event for local and 
international iron ore players to start 
the year returns to Beijing in 2016, 
with a new set of roundtable 
discussions, breakouts and 
workshops.
metalbulletin.com/events

29th International Copper Conference 
7 – 9 March 2016 
Lisbon, Portugal
This conference will provide the 
earliest forum in the New Year for 
debating and analysing the 
prospects for copper. It will be 
attended by senior industry figures 
from around the globe. 
metalbulletin.com/events

AMM’s 9th Steel Tube & Pipe 
Conference 
8 – 10 March 2016 
Doubletree Houston Greenway  
Plaza Hotel, Houston, USA
The USA’s largest gathering for  
the steel tube and pipe industry 
returns to Houston to discuss the 
numerous issues that now impact  
on the sector.
metalbulletin.com/events

17th Asian Ferroalloys Conference  
22 – 24 March 2016 
Shangri-La Hotel, Singapore 
A key event in the ferro-alloys 
calendar, this event will cover the 
markets and outlook for all bulk, 
noble and specialist alloys. 
metalbulletin.com/events

8th World Lead Conference  
30 – 31 March 2016 
Hilton Grand Palace, Brussels, 
Belgium
Delegates from each stage of the 
supply chain will be present at this 
conference, including recyclers, 
traders, smelters, battery 
manufacturers, equipment and 
technology suppliers, financiers, 
consultants and analysts. 
metalbulletin.com/events

ITRI International Tin Conference 2016 
25 – 28 April 2016 
Westin Lima Hotel, Lima, Peru
This conference will examine 
markets, investment, recycling and 
prices, with special sessions on the 
outlook for the South American tin 
industry, and the responsible tin 
supply chain. There is also a visit to 
the Minsur smelter included. 
www.itri.co.uk

AluSolutions 
10 – 11 May 2016 
ADNEC, Abu Dhabi, UAE
This international free-to-attend 
exhibition and conference addresses 
the challenges and opportunities of 
sustainable aluminium use, 
including energy, greenhouse gases, 
waste management and scrap 
recovery. 
www.alusolutions.com

Steel Success Strategies XXXI 
13 – 15 June 2016 
Sheraton New York Times Square, USA
This major event covers world steel 
markets, raw materials, logistics, 
technology, iron ore and steel 
derivatives, and many other aspects 
of the sector. 
metalbulletin.com/events

15th International Stainless and 
Special Steel Summit 
6 – 8 September 2016 
Hotel Intercontinental Lisbon, 
Portugal 
Over 200 top executives from around 
the world and from all tiers of the 
global supply chain are expected to 
convene in Lisbon to discuss the world 
stainless and special steel sectors.
metalbulletin.com/events

North American Ferro-Alloys 
Conference 
20 – 21 September 2016 
Eaglewood Resort and Spa,  
Chicago, USA 
Metal Bulletin’s ferro-alloy events 
are expanding into North America, 
with roundtables, dedicated 
meeting spaces, networking events, 
exhibition and conference sessions. 
High on the agenda will be the health 
of the region’s steelmakers, trade cases, 
ferro-alloy supplies, and much more. 
metalbulletin.com/events

For full details of Metal Bulletin Events 
www.metalbulletin.com/events
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 Low High

 Low High
Aluminium
Aluminium P1020A, in-warehouse premium
Rotterdam duty unpaid spot $/tonne 70.909 87.955
Aluminium P1020A, in-warehouse premium
Rotterdam duty paid spot $/tonne 121.111 150.000

Alumina
Index fob Australia 256.790

Antimony
MB free market Regulus 99.65%,  
max Se 50ppm,
$/tonne in warehouse 5,972.222 6,261.111
MMTA Standard grade II $/tonne 5,872.222 6,172.222

Bismuth
MB free market
min. 99.99%, $/lb, tonne lots in  
warehouse 4.833 5.344

Cadmium
MB free market
min 99.95%, cents/lb in warehouse 34.333 38.333
min 99.99%, cents/lb in warehouse 37.444 43.333

Cobalt
MB free market
High Grade, $/lb in warehouse 12.322 13.228
Low Grade, $/lb in warehouse 12.072 13.011

Copper
US High-grade cathode premium  
indicator,  
$/tonne 132.277 143.300

Germanium Dioxide
MB free market min 99.99%, $/kg 1,100.000 1,165.000
Rotterdam $/kg 1,700.000 1,800.000

Gold
London $/troy oz Morning 1,157.12273
 Afternoon 1,159.24545
 Morning 754.39309
 Afternoon 755.90573
 Handy/Harman 1,159.25

Indium
MB free market
Ingots min 99.97%, $/kg in ware 
house 240.000 307.778

Magnesium
MB free market
min 99.8%, $/tonne 2,076.667 2,146.667
China free market min 99.8% 1,925.000 2,072.500

Mercury
MB free market
min 99.99%, $/flask in warehouse 2,177.778 2,755.556

Molybdenum
Free market in warehouse 
Europe drummed molybdic 
oxide $/lb Mo   4.650 4.894
US canned molybdic oxide $/lb Mo 4.820 5.100

Nickel
Free market in warehouse premium
Europe $/tonne
uncut cathodes 25.000 120.000
4x4 cathodes 150.000 220.000
briquettes 15.000 115.000
US
Melting $/lb 0.150 0.200

Palladium
Morning $/troy oz 689.36364
Afternoon $/troy oz 691.50000

Platinum: per troy oz
Morning $/troy oz 975.59091
Afternoon $/troy oz 976.90909

Rhodium
European free market
min 99.9% in warehouse, $/troy oz 717.727 817.955

Selenium
MB free market
min 99.5% in warehouse $/lb 7.611 10.000

Silicon
MB free market ¤/tonne 2,100.000 2,200.000

Silver
London
spot pence/troy oz 1,024.03727
spot cents/troy oz 1,570.68182
Handy/Harman cents/troy oz  1,581.25

Tin
European free market
Spot Premium 99.9% $/tonne 450.000 600.000
Spot premium 99.85% $/tonne 300.000 400.000
Kuala Lumpur (ex-smelter) $/tonne 15,757.62

Titanium
Ferro-Titanium
70% (max 4.5% Al), $/kg d/d Europe 4.200 4.494

Tungsten
European free market APT $/mtu 173.333 194.444

FOUNDRY INGOTS
Aluminium
LM24 1,357.500 1,410.000
LM6/LM25 1,512.500 1,552.500
Aluminium Europe ¤/tonne 1,670.000 1,770.000
Phosphor Bronze
PB1 ex-works £/tonne 5,125.000
Zinc Alloy
10 tonne lots ZL3 £/tonne 1,663.000

LONDON METAL EXCHANGE
High, low and average Oct (22 days)
LME averages are mean of buyers and sellers except for 
settlement and 3 months sellers.
 Jan-Oct 2015  October
 Low High Average
 $ $ $
Copper Grade A ($)
Cash 4,887.00 6,446.50 5,221.81
3 months 4,886.00 6,442.50 5,211.60
Settlement 4,888.00 6,448.00 5,222.61
3 months seller 4,887.00 6,445.00 5,212.27
Copper Grade A (£)
Settlement 3,105.07 4,240.26 3,406.33
3 months seller 3,106.01 4,241.74 3,400.83
Tin ($)
Cash 13,892.50 19,737.50 15,838.52
3 months 13,837.50 19,737.50 15,729.77
Settlement 13,895.00 19,750.00 15,848.18
3 months seller 13,850.00 19,750.00 15,743.86

 Jan-Oct 2015  October
 Low High Average

 $ $ $
Lead ($)
Cash 1,618.00 2,139.50 1,724.18
3 months 1,631.00 2,136.75 1,737.06
Settlement 1,619.00 2,140.00 1,724.57
3 months seller 1,632.00 2,137.00 1,737.61
Lead (£)
Settlement 1,034.18 1,415.62 1,124.65
3 months seller 1,037.24 1,414.58 1,133.58
Zinc ($)
Cash 1,586.25 2,402.50 1,727.73
3 months 1,602.50 2,376.50 1,750.15
Settlement 1,586.50 2,405.00 1,728.05
3 months seller 1,603.00 2,377.00 1,750.73
Aluminium ($)
Cash 1,433.75 1,918.50 1,523.65
3 months 1,466.50 1,937.25 1,546.52
Settlement 1,434.00 1,919.00 1,523.98
3 months seller 1,467.00 1,937.50 1,546.91
Aluminium Alloy ($)
Cash 1,605.00 1,875.00 1,668.86
3 months 1,615.00 1,885.00 1,678.30
Settlement 1,610.00 1,880.00 1,673.18
3 months seller 1,620.00 1,890.00 1,683.18
Nickel ($)
Cash 9,302.50 15,452.50 10,341.36
3 months 9,437.50 15,535.00 10,382.39
Settlement 9,305.00 15,455.00 10,344.09
3 months seller 9,450.00 15,540.00 10,387.73
Nasaa ($)
Cash 1,557.50 2,020.00 1,674.94
3 months 1,585.00 2,057.50 1,693.64
Settlement 1,560.00 2,025.00 1,678.52
3 months seller 1,590.00 2,060.00 1,697.95
Cobalt ($)
Cash 26,450.00 33,425.00 27,609.66
3 months 26,600.00 32,500.00 27,613.64
Settlement 26,700.00 33,450.00 27,661.59
3 months seller 26,850.00 32,750.00 27,863.64
Molybdenum ($)
Cash 9,000.00 21,000.00 10,520.45
3 months 9,250.00 21,000.00 10,520.45
Settlement 9,250.00 21,500.00 10,770.45
3 months seller 9,500.00 21,500.00 10,770.45
Steel Billet ($)
Cash 125.00 490.00 191.59
3 months 140.00 490.00 206.59
Settlement 140.00 500.00 216.59
3 months seller 165.00 500.00 231.59
LME Settlement Conversion Rates
$/£ 1.5332
$/yen 120.021
$/¤ 1.1236

 Monthly prices
October averages

Disclaimer
This Disclaimer is in addition to our Terms and Conditions as available on our website and shall not supersede or otherwise affect these Terms and Conditions. Prices and other 
information contained in this publication have been obtained by us from various sources believed to be reliable. This information has not been independently verified by us. 
Those prices and price indices that are evaluated or calculated by us represent an approximate evaluation of current levels based upon dealings (if any) that may have been 
disclosed prior to publication to us. Such prices are collated through regular contact with producers, traders, dealers, brokers and purchasers although not all market segments 
may be contacted prior to the evaluation, calculation, or publication of any specific price or index. Actual transaction prices will reflect quantities, grades and qualities, credit 
terms, and many other parameters. The prices are in no sense comparable to the quoted prices of commodities in which a formal futures market exists.

Evaluations or calculations of prices and price indices by us are based upon certain market assumptions and evaluation methodologies, and may not conform to prices or 
information available from third parties. There may be errors or defects in such assumptions or methodologies that cause resultant evaluations to be inappropriate for use. Your 
use or reliance on any prices or other information published by us is at your sole risk. Neither we nor any of our providers of information make any representations or warran-
ties, express or implied as to the accuracy, completeness or reliability of any advice, opinion, statement or other information forming any part of the published information or 
its fitness or suitability for a particular purpose or use. Neither we, nor any of our officers, employees or representatives shall be liable to any person for any losses or damages 
incurred, suffered or arising as a result of use or reliance on the prices or other information contained in this publication, howsoever arising, including but not limited to any 
direct, indirect, consequential, punitive, incidental, special or similar damage, losses or expenses.

We are not an investment adviser, a financial adviser or a securities broker. The information published has been prepared solely for informational and educational purposes 
and is not intended for trading purposes or to address your particular requirements. The information provided is not an offer to buy or sell or a solicitation of an offer to buy or 
sell any security, commodity, financial product, instrument or other investment or to participate in any particular trading strategy. Such information is intended to be available 
for your general information and is not intended to be relied upon by users in making (or refraining from making) any specific investment or other decisions. Your investment 
actions should be solely based upon your own decisions and research and appropriate independent advice should be obtained from a suitably qualified independent adviser 
before any such decision is made.

For the latest prices see  
www.metalbulletin.com/my-price-book
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  Chartist

Commodity prices – the 
‘wrong’ type of GDP growth?

Jim Lennon, managing director, Red Door Research Limited, ponders price recovery prospects

In the UK, jokes about the weather are a 
popular form of entertainment in the 
winter. One of the funniest phrases used 
in the recent past to explain high levels of 
train delays in Britain when it snows was 
that Britain had the ‘the wrong type of 
snow’ when compared to virtually 
everywhere else in Europe. UK snow 
apparently was softer and more powdery 
than its continental European 
counterpart, making it difficult to move 
with snow ploughs and more likely to find 
its way into the electrical systems, causing 
short circuits and train failures!  
Travellers thought that sounded like a 
feeble excuse, but there was probably 
some elements of truth in it.

The year 2015 has been a truly awful 
one for commodity prices, which have 
fallen at a rate most often associated with 
global economic recessions in the past.  
This simply has not been the case in 2015, 
nor does it seem likely in 2016 – the latest 
IMF global GDP forecasts are for global 
GDP of 3.1% in 2015 and 3.6% 2016, 
with China contributing a hefty 6.8% and 
6.3% respectively. The problem for many 
commodities is that global demand has 
ground to a halt in 2015 and does not look 
likely to grow much in 2016 either. For 
steel, Chinese demand is projected to fall 
by around 5% year-on-year in both 2015 
and 2016. Joking aside, apparently we 
have the ‘wrong’ type of growth!

A closer examination of growth in 
China does appear to bear this out. Our 
chart shows two main contributors to 
Chinese GDP growth, namely services 
and industrial/construction output. 
While services contributed over 12% 
year-on-year growth to GDP in 2015, the 
steel- and metals-intensive sectors are 
contributing almost nothing. As Chinese 
economic commentators Gavekal 
observed recently, nothing in China is 
growing at the GDP growth rate of 7% – it 
is either growing much faster or not at all!

For the metals-intensive sectors, which 
benefited from double-digit growth until 
as recently as 2012, there has been an 
extremely hard landing. This reflects the 
large inventory and capacity overhangs in 
these sectors and the need to cut output. 
Thus while Chinese property sales are up 

over 5% this year, construction new starts 
are down 15% in 2015, and could fall by a 
further 10% or so in 2016.

In the short run, China has ceased to be 
the growth driver for commodities 
demand. The weakness in demand has 
been further exacerbated by the nation’s 
anti-corruption clampdown and stock 
market volatility, which has contributed 
to some paralysis in decision-making by 
some consumers and investors.  

The growth slowdown is both 
structural (demographic changes and a 
change in GDP structure) and cyclical 
(delaying with short-term over-capacity 
and de-stocking) and some bounce back is 
likely, but increasingly this looks unlikely 
to take place until 2017 at the earliest.

The Chinese growth slowdown has hit 
the rest of the world too as exports to 
China have slowed, hitting key metal 
consumers’ demand in places like Japan 
and Germany. China has also embarked 
on a massive export campaign in 
industrial products, including steel, 
which has also damaged domestic steel 
production prospects around the world.

When non-Chinese economic growth 
collapsed in 2008/09, China embarked 
on a huge stimulus programme, which led 
to a massive acceleration in steel and 
metals demand in 2009 (including huge 
speculative restocking) – by the end of 
2009, global demand for steel and metals 
was higher than it was immediately before 
the 2008 crash.

China has tried to stimulate again this 
time, but measures so far appear to have 
ben ineffective. Chinese companies are 
overwhelmed with debt (in large part 
built up in 2009/10) and are reluctant to 
add to it in this cycle. In any case, 

over-capacity is afflicting many  
industries and sectors, so new capacity  
is not needed.

The other challenge for some 
commodities is the sharp acceleration in 
supply growth in recent years, based on 
capacity investment decisions made 
several years earlier. Despite many 
companies moving into loss-making, 
decisions to curtail output have so far 
been limited. Companies with large debt 
built on the back of spending money to 
expand capacity have concluded that it is 
better to produce flat out to lower unit 
operating costs rather than to curtail 
production and raise unit costs.  There 
also remains a fear that one company’s cut 
gives room for a competitor to expand to 
take market share, so cost cutting rather 
than capacity cutting remains the focus.

There is also a realisation that capacity 
cuts made today could be permanent and 
the banks in many cases are happy to 
finance over-production in the hope that 
they eventually get some of their debt 
repaid. This is particularly prevalent in, 
but not confined to, China, where well 
over half of steel and metal producers  
are loss-making at present, kept afloat  
by generous banks and unpaid raw 
material suppliers.

Historically, production cuts do not 
cause sustainable price recoveries. The 
only thing that does achieve that is 
demand recoveries. The sharp sell-off in 
commodity prices in the second half of 
2015 reflected a growing view that 2016 
was not going to be a recovery year. 
Financial selling may have accelerated 
and exaggerated the falls, but the 
direction is determined by fundamentals.

What can change this outcome?  There 
is no question that financial strains on 
loss-making companies will continue to 
build and further, large, production cuts 
are inevitable. We would think that once 
this year’s provincial GDP targets are 
achieved in China, the incentive to prop 
up loss-making enterprises will diminish. 
Outside China, production cuts will 
inevitably accelerate. This will induce a 
certain degree of price stability and short 
term rallies, based on short covering.

In our view the only hope for 2016 is a 
sustained demand recovery in China. 
While it would be dangerous to rule it out, 
the economic recovery in China induced 
by easier monetary policy, alas, is more 
likely than not to be the ‘wrong’ kind of 
growth yet again.

Chinese nominal GDP contributors

Source: Gavekal, Macrobond
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Ezz Steel customers can be sure of consistent-quality steel – every time. Achieving such exceptional 
product quality begins with selecting high grade raw materials and continues with rigorous testing at 
every stage of manufacturing. Continuous in-line monitoring and adjustment enable us to maintain 
compositional and dimensional control within extremely tight tolerances. Our products are available in 
an impressive array of sizes and grades for a host of structural, engineering and mechanical applications.

Isn’t it time you discovered the Middle East’s steel professionals?

Discover our 
accuracy in steel 

www.ezzsteel.com
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