
SAMPLE 



With China already on holiday for the Lunar New Year, this month’s issue is a two-parter. 

Looking at the longer term, we take a wider look as steel export volumes from East Asia.  

 

Although these fluctuate alongside Chinese exports, 2018 saw a further breakdown of the 

trilateral trade between China, Japan and Korea. At the same time, the world is running out 

of absorbent emerging markets to soak up exports from areas with excess capacity.  

 

In the shorter term meanwhile we are looking at the market after the holidays. We think 

Chinese steel markets should see a strong seasonal improvement in the coming months 

despite the economic slowdown and other issues.  

 

The question now is, will the peak be enough to sustain the sector 

through the year? 
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Figure 1. Daily steel production and demand 2010-2018 (tonnes) 

Source: NBS, Kallanish 

Table 1. Supply and Demand (million tonnes) 

 2017 2018 ytd Y-o-y 2019 outlook Y-o-y 

Official crude steel output 831.7 928.3 8.20% 947.0 1.30% 

Apparent consumption 737.4 825.5 6.58% 844 1.60% 

End user demand 745.5 827.6 5.75% 845 1.00% 

Source: Kallanish 
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Concerns over the Chinese economy have continued to mount and 

uncertainty has bled into steel markets. Chinese steel demand, as we noted 

last month, is only expected to increase this year on the back of increased 

state support. However, the outlook for the next several weeks and Q2 is in 

fact fairly positive. 

The first key positive factor is inventory levels. Like in 2018, winter restocking was 

delayed as traders were waiting for prices to fall further and there remain a 

number of factors which have impacted sentiment including weak Chinese 

economic data and the ongoing trade war negotiations. Inventory levels 

have now begun to pick up and in the last week or so before the New Year 

holiday traders were becoming obviously more willing to hold inventory. Total 

inventories according to MySteel’s count had picked up some 24.4% between 

their low point at the end of December and the end of January and were 

speeding  up as the holiday approached. At 8.78mt however, that was still 

some 21.3% lower than inventories in the week before the same holiday a year 

ago.   

In fact, in recent years only 2016 saw inventories lower immediately before the 

holidays. That does not mean that 2016’s dramatic March-April spike in prices 

will be repeated. In 2016, the surge was exacerbated by massive speculation 

on rebar futures which led to a crackdown on the market from which it never 

fully recovered in terms of traded volumes.  

It should be noted that this trend in inventories is far more obvious for long 

products than for flat products. Long product inventories for example have 

picked up more quickly through January but are still 29.2% down from a year 

earlier at 5.39mt. Inventories of flats meanwhile are only 4.6% lower than a 

year earlier. That combination is likely to be supportive of the overall market, 

with rebar prices the benchmark for the market overall. It does continue to 

suggest, alongside the weak manufacturing sector, that long product markets 

should see a stronger pick-up than flats.  
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Figure 2. Inventory levels low head of holidays 

Source: MySteel, Kallanish 
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