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The European Confederation of Iron and Steel Industries (EUROFER) was founded in 1976.

Its members are steel companies and national steel federations throughout the European Union (EU).
Today EUROFER represents almost 100% of total steel production in the EU. All major steel companies
and national steel federations in Bulgaria, Romania, Switzerland and Turkey are associate members.

The objectives of EUROFER are co-operation amongst the national federations and companies in all
matters concerning the development of the European steel industry, and representation of the com-
mon interests of its members vis-a-vis third parties, notably the European institutions and other
international organisations.
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2004 was a record year for the world steel indus-
try. Due to the dynamic growth of demand, driven
by China, crude steel production world-wide rose
by 9% and exceeded 1 billion tonnes for the first
time. This development was accompanied by tight
supply conditions on the raw material markets
with massive price increases leading, by conse-
quence, to increases in steel prices, already ris-
ing due to high demand.

In the European Union a stock-build was regis-
tered as from the second half year 2004 onwards
as orders were placed which began to exceed re-
quirements. Stocks increased further on the back
of a surge of imports in the second half of 2004
which continued into 2005. Domestic producers
reacted to this situation with substantial produc-
tion and delivery cuts in order to bring demand
and supply into line.

There are now signs of a change for the better.
Order intake reached its lowest point in the sec-
ond quarter and has started to rise again. By
means of a continued adaptation of deliveries by
individual domestic producers to the level of real
consumption, a normalisation of stocks which
is clearly underway, and assuming that imports
from third countries, which have dropped in re-
cent months, will remain reasonable, a more bal-
anced market situation can be expected for the
end of this year. This should allow the price rises,

already announced by producers, to stick.

The European steel industry is confronted with the
challenge of increasing global competition. In the
context of the efforts to strengthen the inter-
national competitivity of the European industry,
EUROFER welcomes the attempt to re-balance in
an equitable way the different policy objectives of
the EU to avoid excessive prioritisation of certain
policies at the expense of competitiveness. For
this reason the European steel industry supports
the concept of an impact analysis for new policy
initiatives, a systematic monitoring of the cu-
mulative impact of the EU regulatory framework
on the international competitiveness of the Euro-
pean industry, and concrete measures to reduce
this impact through streamlining and reduction
of regulations.

EUROFER believes that the role of the EU must
be to facilitate a framework within which industry
can flourish and compete. For the steel industry
this implies in particular:

= completion of internal market legislation,
including the single markets in energy and
transport;
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= policies aimed at security of supply of en-
ergy and raw materials at competitive pric-
es.

In this respect the implementation of the Emis-
sion Trading Directive is of major concern to the
EU steel

industry, the present scheme being

characterised by

= adistortion of competition between trading
sectors and non-trading sectors and even

within the trading sectors themselves;

= a lack of an EU-wide harmonised approach,
which is particularly detrimental to trans-

national companies;

= negative impact on the competitiveness of
energy-intensive industries due to higher

power prices arising from the scheme.

As a direct result of this scheme, in the short
term there is a strong likelihood that the industry
will lose business to non-EU competitors, who
may not be subject to any CO2 emissions limita-
tions. The net result will therefore be an increase
of global emissions and a reduction of employment

in the EU.

For these reasons EUROFER urges the European
Commission to review the present scheme before

entering into the second phase in 2008.

The launch of the European Steel Technology Plat-
form in partnership with the European Commis-
sion should be considered as a major instrument
for securing the future of the steel industry.
After a lengthy and deep process of restructur-
ing, the European steel industry runs today the
most modern and efficient facilities worldwide.
The Platform expresses the steel industry’s de-
termination to consolidate and to strengthen its
international leadership in the context of com-
petitive and sustainable growth through innova-
tion, research and development. Emphasis is laid
on the development of breakthrough technologies
and the subsequent promotion of new produc-
tion processes for products that will satisfy the
constantly evolving demands of consumers. The
steel industry is aware of the fact that in order
to meet the challenges of the future, determined
long-term and structured actions supported by
all stakeholders are required.

Guy Dollé

President

Dietrich von Hiilsen

Director General
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The performance of the European economy in
2004 was once again disappointing. The situation
within the EU varied enormously, with certain
economies such as the UK, Sweden, Spain and
the 10 new members growing strongly. However,
conditions in the euro-zone remained problemat-
ic. Recovery in the euro-zone took hold to some
extent in the first half of the year. However it
remained weak, patchy and was heavily dependant
on external demand. This dependence of the euro-
zone on final demand generated elsewhere and
its failure to stimulate demand in the domestic
economy meant that what recovery there was in
2004 was largely export-led. The risks inherent
in this exposure to developments in the interna-
tional economy became apparent in the second
half of the year as the pace of growth in several
regions worldwide, notably the USA, Japan and
China lost some momentum at least temporarily
and as the use of the euro relative to the dollar
began to impact on the international competitiv-
ity of European manufacturers.

Conditions  for industry in Europe re-
mained challenging with both business
and consumer confidence at low levels.

Expectations of a marked improvement in busi-
ness investment proved unfounded as prospects
were dented by stronger commodity prices, a
strong euro intensifying global competition partic-
ularly from China and persistently high oil prices.
Consumer expenditures was restrained by virtu-
ally static employment growth.

Europe was really the exception to the very dy-
namic economic conditions in almost every other
region of the world.2004 was the best year for
world economic growth for three decades with
global GDP growth at 4.5%, and world trade grew
by 9% helped by factors including rising corporate
profitability, improved stocks markets, strong
housing markets, gains in employment, and, es-
industrial

pecially accelerating development in

emerging economies.

In the USA expansion of 4.5% was driven by low
interest rates and tax cuts. Growth in Japan of
4.1% exceeded even the most optimistic expecta-
tions but was based not on developments in Japan

Annual

but in China. The rest of Asia grew at just under
8%. Growth in eastern Europe and Russia was
extremely dynamic and expansion in the emerging
economies of Latin America and elsewhere accel-
erated, fed by the strong rise in commodity prices.
The upturn in the world economy was broad-based.
However, the key to the expansion was China.
The Chinese economy indeed had reached growth
rates in the first half of the year which were be-
coming unsustainable. Measures were introduced
aimed at controlling growth and investment in
certain key sectors which were becoming over-
heated. These measures appear to have induced
a controlled slowdown in the second half of the
year, gradually moderating the rate of investment
as a proportion of GDP and slowing growth to a
more sustainable level while avoiding a meltdown.

Report 2004

Development of Certain Elements of the EU Economy

Yearly Variations in%

Source: EUROFER

2003 2004 2005
(forecast)

GDP 0.9 2.3 1.9
Private Consumption 1.3 1.6 1.8
Investments -0.1 2.8 3.0
of which:
Investments in equipment -1.0 3.7 3.2
Exports 1.2 6.4 5.7
Imports 3.0 6.6 6.0
Unemployment rate 9.7 9.5 9.4
Inflation 2.1 2.2 2.0
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Consumption

In contrast to the rather unexciting economic
performance in the EU last year, conditions on
the steel market in Europe were extremely good.
Steel using sectors benefited from the robust
global expansion with those sectors active on ex-
port markets — machinery and equipment manufac-
turers, automotive, tubes - doing rather better
than those reliant on European markets, notably
construction which remained poor particularly in
Germany.

On the basis of export demand, order levels and
activity in the industrial sector was particularly
strong in the first half of 2004 but slowed in the
second half as economic activity worldwide mod-
erated.

Inthe courseof2004, realconsumptiongrewbyjust
under 3% with growth peakinginthe secondquarter.
Demand conditions remained extremely dynamic
throughout the year with the intense economic
activity worldwide generating a very high demand
for steel and creating tight supply with, globally,
demand for steel for the first time rising above
one billion tonnes. For the first time in many
years demand - at least temporarily — surpassed
supply. In Europe supply was not a problem but
inevitably such rapid growth in demand did pro-
duce some tensions especially since imports into
Europe fell back substantially in the first part of
the year. The situation eased towards the end of
the year as China in particular applied the brakes
to its economy.

The vigorous development of apparent consump-
tion in 2004, the tight supply conditions on do-
mestic and global steel markets and rising prices
for steel products fuelled order intake and re-
sulted in high levels of steel demand. As a result
stocks at end users in the distribution channel
rose markedly. Stocks by the end of 2004, again
being fed by rising imports, were seen as too high
in relation to the slower business activity levels
of steel stockists and end-users. This began to
weigh on demand at the end of the year and would
require in 2005 an adjustment of production lev-
els to reduce stocks levels, bringing supply into
line with a more subdued demand picture.
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Share of Consumption by Steel-using Sector
Source: EUROFER
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Imports

Inevitably steel prices rose strongly in 2004 as
steel makers tried to recover unprecedented cost
increases across the whole range of their raw ma-
terials and as they started to improve their mar-
gins to levels enjoyed routinely by other comparable
major industrial sectors —anecessary requirement
if the steel sector is to be able to attract inves-
tors by offering an attractive return on capital.
Perversely, it was the comparatively slower pace
of price increases in Europe in the first part of
2004 which helped create the conditions for the
strong development of prices on the EU market
later. Higher prices elsewhere meant that the EU
market was comparatively unattractive to export-
ers who therefore directed material elsewhere.
Imports into the EU therefore fell substantially
in the first half of the year. This was one of the
elements - together with some production con-
straints due to raw material shortages — which
led to the perception of supply tightness and
helped drive through the price increases seen in
the course of 2004.

Imports of flat products - although not of long
- fell substantially in the first half of the year
to the
booming markets of China and Asia in particular.

as exporters directed their material
Unfortunately this situation did not last. As
measures were introduced in China to slow in-
vestment, particularly in construction, the pace
of steel consumption there fell. Exports to China
fell but at the same time China became a net ex-
porter as its own exports of finished products
were expanded. At the same time all those coun-
tries which had been exporting their steel prod-
ucts to China or whose economic growth was
based on Chinese demand now saw their own con-
sumption of steel products begin to fall and their
exports to China reduce. They began to look for
other markets. With the rise of the euro against
the dollar the European market began to attract
these tonnages and imports began to rise sub-
stantially from the second half of the year. Total
EU imports were 22,5 Mio t in 2004, just over 1
Mio t higher than the previous year.
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Exports

in 2004
el as the previous year,

remained at the same lev-
just under 24 Mio t

which meant that the EU retained the small

Exports

trade surplus in steel products which it had re-
gained in 2002 and 2003 after several years of
trade deficit following on from the Asian crisis.
Exports in 2004 would have been higher given the
very strong demand levels globally, but for the
tight conditions on the European market which
led domestic producers to prioritise the supply
needs of European customers.

Finished Products Including Semis: Exports
(million tonnes)
Source: Comext - Eurostat
23.9 23.9
24
22 20.4 20.2
o0 18.8
16 —
2000 2001 2002 2003 2004
L J

Finished Products Including Semis: Imports
(million tonnes)

Source: Comext - Eurostat

o4 225
21.4

ee 18.7 19.8

20 18.1

. [J I

16 —
2000 2001 2002 2003 2004

. %

/Finished Products Including Semis: Trade )

Balance* (million tonnes)

Source: Comext - Eurostat

e L

2000 2001 2002 2003 2004

K* trade balance = exports - imports Y,




Deliveries of Carbon
Steels

The high demand worldwide for carbon steel, due
to the emergence of China, gave rise to a favour-
able development of the deliveries of the Euro-
pean producers. Inside of the European Union this
development was supported by a temporary re-
duction of third countries imports during the first
half of the year.

Carbon Steel Deliveries + 6,9%
of which to EU (15) markets + 7,0%
of which to export markets + 6,6%

KCar‘bon Steels: Total Deliveries (million tonnes)
Source: EUROFER
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Flat Products

At the beginning of the year the constraints on
steel production due to shortages in raw mate-
rial supply and longer lead times of the producers
gave customers reason for concern, that their
supply needs could not be sufficiently covered.
As a consequence orders placed outstripped con-
sumption, stocks grew and reached a level at the
end of the year which was too high.
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Flat Products Deliveries + 8,0%
of which to EU (15) markets + 8,9%
of which to export markets + 4,0%

/Car'bon Steels: Flat Products Deliveries h
(million tonnes)
Source: EUROFER
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Deliveries of flat products within the EU(15)
showed considerable increases: coated sheets
(+10,3%), quarto plates (+10,0%), h.r. flat
products (+9,8%). With other flat products the
growth rates were lower: c.r. sheets (+5,7%),
electrical sheets (+3,7%) and black and tin plate
(+1,8%).

Regarding domestic deliveries alone, substitution
of uncoated cold rolled sheets by coated mate-
rial has remained steady. However, add to this
imports from third countries and substitution
has increased. Deliveries of hot dipped galvanized
sheets in the EUL15 improved by 12,6% and or-
ganic coated sheets were up by 9,6%. Deliver-
ies of electro-zinc coated material stagnated
(+0,6%) after a sharp reduction in the three pre-
ceding years.
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http://www.eurofer.org/research/09-7thFP.pdf



http://www.eurofer.org/research/steeltechplat.htm
http://www.eurofer.org/research/steeltechplat.htm






http://www.eurofer.org/positionpaper/compet/competitiveness_et.htm
http://www.eurofer.org/positionpaper/compet/competitiveness_et.htm
http://www.eurofer.org/positionpaper/compet/InsertNov04.pdf
http://www.eurofer.org/positionpaper/compet/InsertNov04.pdf
http://www.eurofer.org/positionpaper/compet/competitiveness_et.htm#competsteelind
http://www.eurofer.org/positionpaper/compet/competitiveness_et.htm#competsteelind



http://www.eurofer.org/positionpaper/compet/CompElectprices-Nov04.pdf
http://www.eurofer.org/positionpaper/compet/CompElectprices-Nov04.pdf
http://www.eurofer.org/positionpaper/compet/PostKyoto-29October2004.pdf
http://www.eurofer.org/positionpaper/compet/PostKyoto-29October2004.pdf









http://www.eurofer.org/positionpaper/environment/soil.htm
http://www.eurofer.org/positionpaper/environment/soil.htm
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http://www.eurofer.org/edifer/index.htm
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