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After a stronger-than-expected first half it is time to review 

Kallanish’s expectations for 2017. In this issue we revise our output 

data to account for induction furnace capacity, and look at the 

knock-on implications for apparent and end user demand.  

Because including induction furnaces means our forecasts won’t 

match official data, this year we will publish two sets of forecasts: 

one set covers output and demand including induction 

furnaces; the other is where this should leave official data. 

Our forecasts are not only based on upstream supply data 

however. We also look to our end user demand data and 

forecasts and update our expectations for the year. These end 

use data points have shown demand to be stronger than 

expected, and point to a firm H2. That in turn means our export 

volume forecasts have also been cut, as we explain below. 

The question now is, will H2 live up to the high 

expectations set in H1?  
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Fig. 1 Daily steel production and demand 2010-2017 (tonnes) 

Source: NBS, Kallanish 

Table 1: Supply and Demand (million tonnes) 

 2016 2017 ytd Y-o-y 2017 outlook Y-o-y 

Official crude steel output 808.4 419.8 4.60% 832.1 2.94% 

Estimated real output 868.1 430.1 -0.95% 842.1 -3.00% 

Apparent consumption 728.9 374.3 3.51% 728.9 0.00% 

End user demand 725.3 374.7 4.30% 727.4 0.28% 

Source: NBS, Kallanish 
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Second half has a lot to live up to 
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China’s steel markets again confounded analysts in the first half of 2017, 

putting most forecasts out of whack, especially for prices. However, much of 

the apparent volatility is the result of statistical problems and the closure of 

induction furnaces. A closer look at how end use markets are performing 

shows deviations from our forecasts but nothing as dramatic as some of the 

official crude steel output figures suggest. 

The key factor that needs to be compensated for is the closure of induction 

furnace capacity, which had not been accounted for in official crude steel 

output figures. There has been no authoritative estimate of production with 

guesses varying wildly as high as 200m tonnes/year. Kallanish believes some of 

the higher figures are due to a confusion between output and capacity. 

Based on a combination of the best-documented and researched reports we 

have seen, we assume induction furnace output never exceeded 105m t in a 

year, and output had already been falling steadily in 2015 and 2016. We also 

assume that output fluctuates with steelmaking margins and seasonal 

changes in demand. On that basis, even though crude steel output officially 

increased 4.6% to 419.75m t in H1, crude steel output might actually have 

fallen by around 1% y-o-y to roughly 430m t. 
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Chinese steel markets appear more volatile than they are 

Fig. 2 Induction furnace output boosted real supply (Avg. t/d) 

Source: Kallanish, NBS 
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