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Introduction

The COVI9 pandemichas slashed steebnsumption forecasts as well as the overall economic
outlookacross the EU and the worl8hutdown measures implemented by governments starting
from March 2020 have hugely impacted manufacturing activity and-stgiel industrial sectors,
although thesemeasuresave been almost completely removear broadly easedat the time

of writing. This has affected the automotive sector in particular, but it and other industries had
already been experiencing subdued developments in the second half of 2019odtlee t
downslide of the manufacturing sector in the EU, escalating trade wars between the US and
several of its main trading partners and persistent uncertainty regarding Brexit. All of these
factors combined led to continued further deterioration in buseesentiment and curbed
investment growth throughout 201®venbefore the onset of the pandemic.

Actual data for apparent consumption reported here refers to the first quarter of 2020, which
only partly reflect the effects of the pandemic on the indusényd the economy as severe
lockdown measures werenly implemented across most EU members s&dt®m the second
half of March 2020.

However, economic prospects and steel consumption outlook reflect the dramatic deterioration
due tothe expected consequeares of the pandemic. The outlook for this year and for 2021 is
particularly affected by the Cowitd related disruptiorandis likely to be revised again later
0§KS @S NJ Aajerq@ajteshhoGtRok) &

At the time of writing, lakdown measures htBbeen almost completely removed or considerably
eased in most EUnember states which hal allowed industrial activity to restart. The
implementationof the containment measures thdiad been put in place in Etember states

led toanalmostcomplete shutdown of industrial activity the second half of March and in April.
The unprecedented nature of this crisis makes uncertainty and volatility surrounding possible
developments in the coming months means still high.

In any case, the somewhatabilised situation in relation to the pandemic across nmasimber
stateshas made it possible for EUROFER to puklishlike in the previoufuarterly Economic
and Market Outlook Reportfigures quantifying forecasts for 2020 and 2021.

Apparent steel ansumption in the EU fell by 12% year-year in the first quarter of 2020, after

a drop of 10.8% in the fourth quarter of 201Bhisresulted in yearly fall of 5.3% for the entire

year 2019. Tiswas the worst annual performance in EU steel demand sifd2 2The negative

trend in steel demand seen in the first quarter of 2020 is the result of the continued slump in

9' Qa4 YIydzZFlI Oldz2NAy3a &aSO0G2N) RdzS (2 aflno@ySR S
pronounced during the second half of last year, coupled wgbalating trade tensions between

the US and its major trading partners. In addition, the onset of the pandemic, albeit not fully
reflected in the first quarter data, further contributed to lower steel demand. Equally, data for
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the first quarter of 2020 @ntinued to show growing import distortions as well as higher volatility
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The onset of the COVD® pandemic is expected to dramatically impact the already challenging
steel market situation, with upsrecedented consequences for the steel industry. Capacity idling,
reductionsin the workforce and cuts in production have already taken place at an unprecedented
scale and it is unknown, at the time of writing, as to whear whether ¢ normal economic
activity will be fully restored. Confinement and lockdown schemes have been removed by most
EU governments, and production has restarted again in almost all industrial sectors,

EU steel market overview

EU28 apparent steel consumption fell by 12% y@ayea in the first quarter of 2020 (that is for
the fifth consecutive quarter, after a drop of 10.8% in the fourth quarter of 2019) and amounted
to 37.6 million tonnes. The figure for the first quarter 2020 reflects the further deterioration in
steel demand da to the negative factors that had already materialised in the preceding quarters
and had led to a sharp reduction in steel consumption.

In addition¢ albeit only partly reflected in actual consumption figurethe onset of the Covid

19 pandemic has aldgmpacted steel consumption starting from the second half of March this
year. Worsening business conditions in the steshg sectors further to a steep#énan-expected
reduction in stocks over the second quarter of 2019, mirroring gloomier confidencleLeness
expectation severelyimpacted steel demand during 2019. The challenges that the EU sector has
to face have become more severe, with even more negative repercussions for market conditions.

As a result, the continued downturn in steel demand ledte fifth consecutive fall yeawn-year

in domestic deliveries in the EU in the first quarter of 2020 {8%, same rate as in the fourth
guarter of 2019). After a considerable drop of 24% in the fourth quarter of 2019, the downward
trend in imports fom third countries continued in the first quarter of 2020, with a yearyear

fall of 20%. This equated with 8.4 million tonnes in absolute volumes, accounting for 21.2% of EU
steel demand (in historical terms, down from 23.5% in the first quarter of 2018

As in preceding quarters, developments in total imports continued to conceal some distortions
at the individual product level. These continued to be linked to the design of the current
safeguard mechanism, and which has resulted in a rush to maxim&éedy quota allowances

by several key exporters to the EU, such as Turkey and China. Despite the current uncertainty on
the magnitude and the length of the COVID outbreak, whose length and intensity are
unprecedented, it is expected normal market darons will at some point be restored and steel
demand will pick up again. The main challenge is pleasistentimport pressure resulting from
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continued stockpiling and capacity expansion by major-Bbhexporting countrieg will, in
essence, penaliseU steel producers.

Although the wide uncertainty and the unprecedented nature of the crisis has made it more
complicated than ever to produce reliable forecast the time of writingmarket conditions

are not expected to improve before the fourth gtier of 2020 or early 2021. Much will depend

on the length of the industrial lockdown in stegding sectors that has almobzennew steel
orders (on the supply side).

Lockdown measures have been removed or considerably eased almost everywhere W, the E
allowing some restart in automotive and other sectors. A key role will also be played by
A32PSNYYSyiGaQ loAtAGe G2 FEfSOAIGS GKS Kdz3S SC
support demand. However, if and when the economy returns to normalitioms, all the

downside risks that had considerably weakened stesthg sectors and steel demand during

2019 will still be there, namely import distortions and continued global overcapacity and
weakness in the global manufacturing cycle. Restarting abmalustrial activity after the end of

the pandemic will not lead to a rapid return to usual output volumes. Consumer demand, due to

the huge social disruption caused by the pandemic, is set to remain depressed throughout 2020;

it will take time before tle end of industrial lockdown leads to substantial output increases.

EU steelising sectors

The Covidl9 outbreak has further hit EU industrial sectors at a time when these had already

been experiencing a severe downturn and were coping with serious challenges Over the course

of 2019, business conditions in the manufacturing industry have cosdina deteriorate. This

downward trendhasgained speed in the second half of 2019, particularly in the automotive
industry, while the construction sector has continued to outperform other major sisglg

sectors. This has resulted in a pronounced sloml@n output growth in steelising sectors. As

a result of this trend, total output in steelsing sectors fell by7.2% in the first quarter of 2020

after falling by-1.3% in the fourth quarter of 2019. The annual 2019 figure (formerly, a decrease
of-02: O2YLI NBR (2 Hnmyo KIFa 0SSy NBEGAASR 02 YLI N
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The dramatic consequences of the COVY®elated shutdown in industrial acity do not only

affect Europe. They have reached a global scale, in terms of huge disruption supply chains and
supplies of input and raw materials. This will probably have unprecedented repercussions on
output in the second and third quarters of 2020. Agsithis background, a substantial rebound

is not in sight before the first quarter of 2021. Even after the end of the pandemic, external risks
will continue to cast a shadow over staeding industrial sectors, even in 2021. This will likely
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seriously hamer investment. However, the extent remains difficult to predict. Much will depend

on other, norCOVIBL9 related factors that were already in place before the outbreak. Whether

global trade fundamentals will improvewhich is fundamental given the largeE LJ2 & dzZNB 2 F 9
exportoriented industrial economies to changes in global trgdse unclear at this stage. Other

sources of uncertainty exist, such as adeal Brexitg as the final agreement with the EU must

be reached before the end of 202@nd a nev escalation in protectionist trade measures would

also contribute to a sustained negative outlook.

EU economic context

The outlook for the global economy has been hugely impacted by the EO\fiBndemic. The
outbreak has resulted in the shutdown of magconomic activities across the EU, particularly
the manufacturing and automotive sectors from the second half of March until late April/early
May, including steel mills.

While the 2009 recession was triggered by the collapse of the housing market BEUhend
impacted the construction sector at first, the current downturn is both a supply and demand side
shock with unprecedented consequences. On the supply chain side, the pandemic caused major
disruption, i.e. factory shut downs and logistics bottlenecksising parts/components and
shortages. Substantial falls in productivityese recorded as a result of social distancing and
shortage of workers.

All steel using sectors have been widely affected, especially those with long, global supy chain
On the demand side, severe containment measures and falling confidence have led to sharp falls
in consumer spending on services and consumer durables. Rising unemployment and much more
cautious spending have contributed to exacerbating the situation. Lockdoeasunes have
gradually been eased across mosmber stategrom early May, leading to restart in production

and almost complete freedom of movement for citizens. In any case, the complete lockdown in
March and April is almost certain to lead to the woegsbnomic recession ever recorded for the

EU as well as other advanced economies. The downturn is expected to be far larger than the
WDNE I G wS O S208 krigggred by the fimancialdrisis, resulting in the most eGP
recession on record fohe EU and its individual economies.

In its latest Economic Outlook (June 2020) the IMF predicted an unprecedented global recession
of -4.9%, thus reviewing downwards its April foreca8€4), with the US economy experiencing
recession 0f8% and the eur@rea of-10.2%, all followed by a rebound in 2021. The European
Commission released its Summer Forecast in early July with a slightly less pessimistic outlook, i.e.

I NBOS&aaAirzy 2F yodox Ay GKS 9! | yR 2 Fthefibtrsz Ay
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guarter of 2020 that already show a drop-8f2% quartefon-quarter ¢2.6% yeaon-year) in the
EU in the first quarter .

However, the unprecedented nature of this crisis means that volatility around any
macroeconomic forecast remains very higtnerefore, these are subject to continuous revision
during the year, with a highahan-usual degree of uncertainty. The baseline projection relies on
key assumptions about the fallout from the pandemic. In economies with declining infection
rates, the fower recovery path in the updated forecast reflects persistent social distancing into
the second half of 2020, albeit with less severe consequences than the-thegeanticipated

hit to activity during the lockdown in the first and second quarters &®&hould EU economies
continue to struggle to control infection rates, a lengthier lockdown will inflict an additional toll
on activity. Moreover, any forecast assumes that financial conditiomgich have been
exceptionally accommodative in the euro argiace 2015, with key interest rates at zerwill
remain broadly at current levels. Alternative outcomes to those in the baseline are clearly
possible, depending on how the pandemic is evolving.

In the shortterm, the COVIEL9 crisis is having a massivepmet on jobs in the steel sector, with
thousands of steelworkers on reduced working or temporary layoffs. Many companies have
severely cut production, mostly due governmental measures in mamemberstates that have

de facto stopped steel production (ilui a few exceptions) and stedkda A y3 & SO0 2 NA Q
automotive at first, leading to largscale idling of steel facilities. Production in steeking

sectors has finally restarted around rditiay in mostmember states, but it will take quite some

time before new orders translate in new steel consumption.

In April 2020, the COVAD® outbreak led to an almost complete stop in production in the
automotive sector, which is the second largest steel user, and a corresponding slowdown in
construction activity, which is, however currently exempt from the lockdown by some
governments (and also, typically reacts more slowly to changes in the economic landscape, being
more resilient). As a result, the EU steel sector these days works at very low capacity utilisatio
rates, even lower that those recorded at the time of the financial crisis of 2808 he medium

term demand hit created by the pandemic from rising unemployment that is expected to take
many months to recover podbckdown, leading the EU steel industoyan almost unsustainable
position which may pose a threat to its ability to compete with major steaking exporting
regions.

As stated above, the COVID outbreak is a shoiterm symmetric economic shock (i.e. that has

hit all over the EU and is nabuntry-specific) whose dramatic effects must be added to the
structural problems that the steel sector was already facing before the onset of the current crisis.
Even assuming that normal business conditiarsrestored ¢ provided that no new outbreak
occurs¢ during the second half of 2020, positive effects on economic activity and onustig
sectors are not likely to materialise before the first quarter of 2021.
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Even after the return to normal business conditions, the EU economy will still be ypartyc
vulnerable as it is exposed to fluctuations in international trade. As the largest contribution to
growth during the previous cycle came from exports, a slowdown in export markets will further
exacerbate the difficulties that EU economies will fagenas the lockdowns pass into memory.

Prior to the pandemic, EU economic growth, albeit slowing down, had continued to be supported
by final consumption even as the contribution of exports to growth had begun to wane. Services,
contrary to theweakness of the industrial sectors, had proven resilient, being far less exposed to
both internal and external competition than the primary sectors. However, even once lockdown
measures are removed, after the third quarter of 2020 the EU economy willntento be
subject to several risk factors, such as US trade policy action against is partrdesl rigrexit

and stunted domestic final consumption.

The European Steel Association (EUROFER) AISBL | Avenue de Cortenbergh, 172, 1000 Brussels, Belg
+32 3 738 79 20 | mail@eurofer.eu | www.eurofer.eu | EU Transparency Register: ID 9303881152

Pagel 6



I
EUROFER

Table of contents

g oo [0 [o1 1 o] o RO PP PRPPR TP 1
EU Steel Market OVEIVIEM.........uuiiiiiiiiiee ettt et e e e e e e s s reeeaaeeeas 2
EU StEELISING SECIOIS ... ..ttt e e r e e e e e e e e e 3
EU €CON0OMIC CONTEXL.....coii ittt e e e e e e e as 4

TaDIE Of CONTENTS......uuiiiiiiiii et e e e e e e s s s bbb e e aaaeeas 4

EU economic OUtIOOK 202P02L.........cceoiiiiiiiiiiiiiiiiee e e e e e sttt eeea e e e e s s s s sssbrbneeeeeeaeeeessnnnanes 9
LTI o0 1,71 o 1P 9
(@0 ] gl ilo [T aTot ST 0o [ ox= 1] =TT 10
Economic fundamentals.........cooooooiioiiii e 12

The EU stegharket: final USe...........ooooiiiiii i 15
(@011 oTo) Q8 (o] @S (=T= U Te JRST 1 (o £ 15
CONSLIUCION INAUSEIY.....ccciiiiiii e e e e e e e e e e e as 15

Construction industry activity in the first quarter of 2020................ccceeiiiivieiieeeeeeeee, 15
Construction industry forecast 20Z0..............uuuuuuuerreeiiumniis s aee e e aeeeeeas 16
AULOMOTIVE INAUSTIY. ..ceiiei et e e e e e e e s eeeeeeeeas 17
EU passenger car and commercial vehicle demand...............ccc.cvvvevvvviivnninnninnnnnnnnn. 17
Automotive sector activity in the first quarter of 2020...............ccoooeeiii 18
Automotive industry forecast 202D021............uuuuuuunmimmriiiiereresse s a e e e aa e 18
MechaniCal ENGINEEIING........uuuiiiiiiiieii e e e eeaeaeeeaanns 19
Mechanical engineering activity in the first quarter of 2020..........ccccceviiiiiiieeireeennnn. 19
Mechanical engineering forecast 202021.............oooiiiiiiiiiieeeeeeeeeene 19
StEel tUDE INAUSTIY...eeei e e 20
Steel tube industry activity in the first quarter of 2020.............ccccooiviiiiiiiiiiiiii e 20
Steel tube industry forecast 20ZIM2L...........coiiiiiiiiiiieie e 21
Electrical domestic applianCes iINAUSIIY. .......uuuuuerrieiiririeree e e e e e e e e eeeeeaaeeaes 22
page| 7 The European Steel Association (EUROFER) AISBL | Avenue de Cortenbergh, 172, 1000 Brussels, Belg

+32 3 738 79 20 | mail@eurofer.eu | www.eurofer.eu | EU Transparency Register: ID 9303881152



EUROFER

Electrical domestic appliances industry activity in the first quarter of 2020Q.............. 22
Total EU stealiSiNg SECIOr OULPUL...........coevviiiiiiiieieeeeeceeeeeeeeeee e 22
Total steelusing sector activity in the first quarter of 2020...............cevvvviiviernennnnnnnnnns 23
Total steelusing sectors forecast 20ZD2L...........cueeeiiiieeeiiiiiiiiiei e 24
Real steel CONSUMIPLION. ...ttt e e e e 24
Real steel consumption in the first quarter of 2020...............covvvvviiveeiiiiiiiiiii. 24

The EU steel market: SUPPIY..cooooooi oo 26
Apparent Steel CONSUMPLION. .......uiiiiiee i e eee e e e et e e e e e e eeeeeeaaeeeeanne 26
Apparent steel consumption in the first quarter of 202Q.............cccccevieeiiiiiniiiiiiiieee, 26

EU domestic and fOreign SUPPIY......e e 26

] 00§ £ PP 28
Imports by country of OFi ..o 28
ToaoTeT e o) VA o (o Te (¥ e A or=11=Te (o] Y/ 29
010 £ PPN 30
EXPOIS DY COUNTIY...coiiiiiiiie e 30
EXPOrtS DY PraucCt CAtEQONY........ccuiiiiiiiiiiiieeee e 31
Trade DAIANCE. ... ..o 31
GlOSSArY Of tEIMS.. ..o e e e e e e e e e e e e e e e e aaaaaaaaas 33
EU steel market definitions. ..o 34

page| 8 The European Steel Association (EUROFER) AISBL | Avenue de Cortenbergh, 172, 1000 Brussels, Belg

+32 3 738 79 20 | mail@eurofer.eu | www.eurofer.eu | EU Transparency Register: ID 9303881152



I
EUROFER

EU economic outlook 2022021
GDP growth

The EU economy was already experiencing a significant slowdown over the second half of 2019,
reflecting global trade tensions and the continued downturn in manufactugngffecting
Germany in particulag culminating in marginal GDP growth ratm the fourth quarter of 2019.

The onset of the Cowitl9 pandemic with all its disruptions has obviously worsened this trend,
resulting in substantial falls in real GDP across the EU in the first quarter of 2020. Even more
severe quarterly GDP falls asgpected for the data of the second quarter of 2020 (which include

April ¢ the month most affected by the general economic lockdown). As a result, in the first

j dzZ NIISNJ 2F Wwnuwn 9! Wi -NESudteroD-fuarteiNaed hatiRyDR% I a f dz
growth rate recorded in the fourth quarter.

In yearon-year terms, the EU economy dropped by 2.6%, after 1.2% growth in the fourth quarter
of 2019. Individual EU economies recorded comparable GDP falls, with Bulgaria, Romania and
Sweden recording marginguarter-on-quarter GDP growth (Ireland by 1.2%). Germany and
outside the El; the UK recorded relatively milder drop than other major European economies,
i.e.-2.3% yeaion-year. France and lItaly both experienced a fall of 5.3%-gearear. In Spain

real GDP fall was 4.1% yeam-year.

During the preceding quarters, GDP growth had been led mainly by domestic demand, that had
to some extent replaced exports as the main engine of growth during 2018 and 2019 (due to
substantial slowdown in internationalade), particularly in a largely expedtiven economy such

as Germany. Data for the first quarter reveal sharply negative contribution to GDP growth from
private consumption -3.2%), and gross fixed capital formatioi3.9% quartefon-quarter),
whose contibution had been positive in preceding quarters. Government consumption proved
relatively more resilient and provided only marginally negative contribution to grov5%o).
Contribution from exports, reflecting the sharp downturn in international traééobe and after

the onset of the pandemic, was also quite negath85%), and so that from imports3(2%).

The construction sector in the EU recorded a dropdd®% quarteron-quarter (i.e. the second
drop out of the last four quarters) equating withfal of -3.5% yeaon-year. This resulted from
a sharp yeapn-year fall both in residential investment3(1%) and in other construction
investment (i.e. private nomesidential plus civil engineering3.8%).

9! whC9O9wQa D5t 3N 5-8.10, theXitdfeOdssion sinEe203 and thenhardhast
ever recorded in the EU. It will be followed by a rebound of 6.7% in 2021.
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Confidence indicators

Decreasing economic confidence in the EU due to the sharp slowdown in the economic cycle was
already clearly visible during the second half of 2019, as the Economic Sentiment Indicator (ESI)
for the EU had been moving around the low levels last seen in 2014. The indicator then has
plummeted to 94.5 in March 2020 after the onset of the pandemig kbwest level since
November 2013, and then reached thetathe low of 63.8 in April, i.e. the month of the toughest

lockdown in economic activity everywhere in the EU. It then rebounded to 74.8 in June as a result
of the removal of lockdown measures.

In the course of 2019 industrial confidence had remained in negative territory, due to gloomier
expectations about production activity, new orders and stocks of finished products, and followed
the same pattern of the ESI, with a steefiban-ever fall in Apit and only marginal
improvements in May and June. By contrast, sentiment had improved among consumers and had
remained stable in services, construction and in the retail sector during 2019, but confidence in

these sectors has also shifted to deeply negatlevels from March 2020, relatively less
pronounced for construction.

ECONOMIC SENTIMENT INDICATOR, EU
(100= longterm average)
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Other leading indicators reflect the quick deterioration in the EU economic outlook, despite some
shortterm improvement in June as a reflection of restarted econoatitvity, which however

sees confidence indicators at very low historical levels. The flash IHS Markit Eurozone PMls for
June 2020 reached 47.5, i.e. a jump from 31.9 in May, which however just followed and the all

time-low of 13.6 in April. Equally, theue area Manufacturing PMI Output Index in June stood
at 48.2, which represented a foumonth high, against 35.6 in May.
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Sharply declining industrial confidence due to the CEGMDutbreak in the first four months of
2020 follows the prolonged weaknessindustrial activity in the EU throughout 2019, which is
reflected in real industrial production data, being only partly affected by the industrial lockdown
that started in midMarch in mostMember States. As a result, the yeam-year decline in
industrial production dramatically worsened in the first quarter of 2020 in the EU as well as in
major euro area economies.

In Germany, where industrial production had been dropping by around 5%oyegear in each

of the last three quarters of 2019, the fall industrial output was of 6.6%. Sp&jand France in

in the second quarte, were the only large EU countries that registered a slight increase in
manufacturing output over the last three quarters of 2019 but then in the first quarter recorded
a slump o0£6.4% and8% respectively. The most severe impact was fdtaig, where industrial
production in the first quarter of 2020 plummeted by 11%.

Against this background, no substantial shiemm improvement in industrial activity is expected,
despite reent lockdown removals which are reflected a monthly rebound in industrial
production in the EU and across Member States in Mayvever this monthron-month rise has
little significance due to the record lows in industrial output recorded in Aprilyte-on-year
change was still negative.

This will mean it will take time before the remowdllockdown measuress translated into new
output. Accordingly, a considerable rebound is not likely to materialise before the fourth quarter
of 2020 or in earl2021. Even once normal business conditions are restored, lower production
levels and rising stock levels in the manufacturing supply chain, coupled with possible trade
tensions and Brexitelated uncertaintyg at least until 31 December 2020are set to aike their

toll on industrial confidence, contributing to delayed business investment decisions.
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EUROFER foresees a fall in industrial production in the EU of 10.9% in 2020 (further to the drop
of 1% already recorded in 2019) and a rebound of 8.8% in.2021

Economic fundamentals

Due to the global pandemic, thal=8|z{e]==Iz8\Y/FeITe=Yelo]so]yyl[eNo L0k K RN~I0NKE
downward trend in world trade ha SN E/Rs -t Tl ke e
been exacerbated, as reported bR

shortterm (i.e. monthly) trade EefsE)

volumes according to WTO data.

Private consumption

World merchandise trade volume
decreased by 2% in the first quarte
of 2020 over the fourth garter of
2019. Lockdown measures acroSubEEluE RNl REL(V[ok 29 |10 |[-17.4)118
the globe took a toll on globaMIEEnEIRIgR g Veile]y! 31 |27 |-105|76
demand, production and trade S 33 |27 |-142]106
Aside from otherregions exports
(that is to say, the WTC
Of I aaAFAOI (A @hich
grew 0.5% on average, all worlRaiEEy 18 |14 |06 |13
regions recorded declines ithe RIGEESGEIN (L Nsile)y 1.6 |[-1.0 |-10.9 |88
first quarter. World imports
contracted by 1.9%. With the exception of South and Central America (0.1%), and Asia (0.6%), all
the remaining regions registered declines, in particular Eure@%) and other-$.3%).

Government consumption 1.1 |20 |18 [19

Investment 3.2 2.5 -11.7 | 8.0

Imports 3.5 3.4 -13.7 | 11.0

Unemployment rate (level) 72 |66 |[89 |79

In the first quarter of 2020, as the previous three quarterg and prior to any possible impact
on actual data by the current COVID outbreakg private consumption had remained relatively
resilient and continued to provide positive contribution to GDP growth. Labour market
fundamentalshad continued to improve, albeit at a slower pace than before in most EU
countries.

However, job creation continued to be affected by lower levels of production activity in industry
and by persistent uncertainty on sheteérm business conditions. The anatic deterioration of

the economic situation due to the pandemic, the ongoing rise in unemploymewhose
dramatic impact is not yet fully reflected in actual datare therefore expected to completely
reverse the picture. The EU28 unemployment rate a@maed around the levels observed around

late 2019, and only marginally increased from 6.4% in February 2020 to 6.7% in May, which
however does not yet reflect the dramatic impact of the COWDbutbreak. Consumers have
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been suffering from substantial loss in their in disposable income, due to job losses or
temporary layoff or reduction of working time, which will slash private consumption growth.

Other major GDP components are set to pay a high price for the C®Visruption. The
combined effect otooling global GDP growth, increasing trade frictions, policy uncertainty and
the ongoing profit squeeze in the corporate sector will curb business investment in machinery
and equipment even after the removal of lockdown measures and the full restartooioatic
activity at least until the third quarter of 2020.

The outlook for construction investment is less negative, as the construction sector is set to be
more resilient and, to some extent, less exposed to the huge repercussions of the-C®DVID
lockdown.lIt is thus likely to achieve relatively better performance than other GDP components
in 2020.

In addition, government investment and public expenditure are expected to play a rather robust,
countercyclical role and could provide a strong contributiothi® growth of domestic demand.

¢tKS NRtS 2F FAaO0lf LRftAOCE Ay LINRPGARAY3I alAyvYdz
Wdzy 02y @Sy A2yl fQ Y2ySGlINER LR2tAOASa o6velgeaEnd | dzl v
deployed by the ECB to a vearde extent. However, it is expected that the ECB will provide

further support until the end of the current crisis. Further measures are being discussed and/or
refined, both at the EU level as well as the state level. The objective is to provide adequate
supportfor, and liquidity to the economy (both to households and businesses) so as to alleviate

the huge costs of the economic lockdown and the related output (and job) losses.

The central EU institutions and bodies have responded to the outkelaked economic

emergency with a detailed set of measures. The Stability and Growth Pact and the Fiscal Compact
have been suspended. With regard to monetary policy, the ECB has extended and enhanced its
ongoing Asset Purchase Programme (APP, or QuantitativegE&dty; that had been launched

AY Hnamp AY 2NRSNJ G2 G1O1tS GKS FfNBIR& 6SI1 S
called the Pandemic Emergency Purchase Programme (PEPP) will have an overall envelope of
eTpn OAfftA2Yy® t dzNXuKttheSead oB2020tand avi inddideyalR theCassB8tR
categories (i.e. government and corporate bonds) eligible under the previous APP.

The ECB has also continued to provide its forward guidance, leaving its key policy rate unchanged
at zero, its depositacility rates at negative level€(50%) and indicating that its key policy rates

will remain at current levels as long as the economic circumstances make it appropriate (i.e. in
the absence of any inflationary pressure and as long as economic conddéimas depressed).

¢CKS 9dzNRLISIY [/ 2YYA&aaAirzy KlFa f dzyOFiSWiIl be KS { |
distributed among Member States in order to provide sharie working schemes and tackle

unemployment costs. The European Investment Bank (EIB) Nay'doi t SR G2 f S@SNJI 3
OAftA2Y 3AdzZk NF yiSS Fdzy R dzLJ 2 ennn oAftAz2Yy (OKI
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of very cheap loans for those EU courdgrithat might have difficulty on government bond

markets (Italy, Spain etc).

¢CKS 0620S YSIada2NBa (G201t &2 ¥sBas additonmal réséutcéss® y i K
as to cope with the costs of the recession. Lastly, the Next Generation EU package was finally
agreed at the European Council of-2@ July 2020: it will provide support to the EU economies

worth €750 billion, of which grants wth 390 billion and loans worth 360 billion. It will be

financed by issuing common bonds for the first time in EU history. The core programme of the
package is the soalled Recovery and Resilience Facility (RRF) and will amoa8it3dbillion.

B | 14 The European Steel Association (EUROFER) AISBL | Avenue de Cortenbergh, 172, 1000 Brussels, Belg
age +32 3 738 79 20 | mail@eurofer.eu | www.eurofer.eu | EU Transparency Register: ID 9303881152



EUROFER

The EU stel market: final use

Outlook for steelising sectors

Prior to the onset of the Cowtl9 pandemic, the manufacturing slump in the Eaél deepened
in the second half of 2019, with the automotive sector registering quarterly falls in production
activity sine the third quarter of 2018. In most other sectpositput fell as well.

The main exception was the construction industry whose growth, however, lost ground.
Persistent headwinds were already blowing before the outbreak of CO¥@nd are likely to
continue weighing on the stealsing sectors once normal business conditions are restored.

The outlook for output growth has been slashed dramatically for 2020 due to the almost
complete shutdown in industrial activity from the second half of March 2020sresulted in
unprecedented falls in output and is likely to lead to the most severe annual output drops ever
recorded by the European steesing sectors.

Construction industry

The momentum of the EU construction sector had lost speed considerably avéaghthree
quarters of 2019, culminating in a growth yeam-year of just 1.5% in the fourth quarter.
However, on an annual basis construction recorded another positive performance, at the same
growth rate recorded in 2018 (i.e. +3.9%hiswas its thid consecutive year of strong output
growth, higher than other stealsing sectors. In the first quarter of 2020, the onset of the
pandemic led to the first drop in output since the fourth quarter of 204&90%6), albeit not
dramatic, and to substantiallyevised growth prospects for 2020.

Construction industry activity in the first quarter of 2020

In the first quarter of 2020, construction outpu Construction Confidence Indicator
has been partly impacted by the econom ,o  (balance of positive and negative answers)
lockdown across the EU, that has only started

mid-March. In additio, the construction sector o .
cycle is usually less responsive and reacts m -10 L
slowly to economic shocks. Construction outp 20

. . . -30
still grew in Germany Austria, Sweden and tl _,,

. I~ 0 OO O 1 N M < I © I 0 OO0 O
Netherlands, as well as in France (alb ol B B i B B B B Y
cC Cc Cc € € C € € C € C C C C

.. T ©@ © @ @ @ @ @ © @ © ©@ T ©
negligibly) and also, at moderate rates, e R R R R B B A e T B B

Eastern European countries. It remained
unchanged in Belgium, and fell considerably in Italy and Spain, less in the UK.
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In line with actual construction production volumes, gross fixed investment in construction in the
first quarter fell, but more steeplyi,e. by-2.2% compared with the first quarter of 2019. This
translated into an increase of 0.8% quart-quarter, which provided further evidence of some
resilience of the sector, despite the evident slowdown observed throughout 2019. Looking at the
performance of individual countries, as in previous quarters Eastern European countries
generally recorded positive growth rates.

Construction industry forecast 2020

Prospects for the EU construction sector are hugely impacted by the economic lockdown whic
European countries experienced from rihrch to early June, with variations in intensity and
with some local lockdowns still in place. This has resulted in closures of construction sites,
particularly in civil engineering.

However, some EU countriesyeexplicitly planned to restart public construction activity as
quickly as possible, so as to use it as a countercyclical tool during the unprecedented economic
downturn. The EU construction confidence indicator had remained well above itstdang
avergge over the first half of 2019 but has continued to decline since then.

This trend has continued in early 2020 according to available figures, before plummeting to
record lows in April. It is worth recalling that construction activity at the er2Dd® was already
experiencing a slowdowthat is not only due to demandelated factors such as the weakening
economic fundamentals and a general cooling of market dynamics after several years of strong
growth.

EU Construction Sector
Albeit Iargely affected by the huge 1'28952015:100 Production Activity- forecast from Q22020 %cﬁhall})ge
disrugion caused by the COWD®
lockdown, the construction industry is|
expected to perform relatively bettey that

is, to experience a lower recessignthan | ¢ |

=== y-0-y change Production (RH-axis)

the other steelusing sectors with regards | « - , , 10
=Production Index (LH-axis)
1 I 85 -15
to the expected trend in production FOIRTINY 599IFISIIISETISESIEE
activity. - - - - - J

The residetial construction market and, particularly, private nossidential subsectors are
expected to be impacted the most by the halt in construction production in the course of 2020.
Despite mortgage and business loans set to remain at record lows, theifadlbimes due to the
increase in unemployment as a result of the economic lockdown will be strongly unsupportive of
housing demand. Until a substantial improvement in the labour market, and growth in wages is
seen the residential market will not provide p& contribution to new output in construction.
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Nonresidential construction (offices, commercial and industrial buildings), which was already
the weakest subsector in 2019 due to subdued investment climate and economic uncertainty, is
expected to pay th highest toll to the pandemirelated lockdown. Even after the removal of
lockdown measures, the probable continued downturn in the manufacturing industry in the EU
will most likely result in delayed investment decisions, with very little benefit for new
residential investment.

In contrast, the role of civil engineering as a growth engine for the construction sector is expected
to strengthen over the forecast period, and to avoid a deeper collapse of the sector as a result of
the COVIEL9 outbreak. Dting the economic slowdown in 2019, civil engineering consistently
recorded higher growth rates than both residential and nresidential construction.

Under the current, dire economic circumstances, many EU governments have announced that
they will provice impetus to the completion of public construction and infrastructure projects,
facilitated by to the suspension of the Stability and Growth Pact and the Fiscal Compact. Lower
government debt service costs, given the continuity of the ECB action, shawdi@ra very
supportive role.

Construction output will drop by5.3% in 2020, and will rebound by +4% in 2021.

Automotive industry

The EU automotive sector was already suffering its worst slump since the Eurozone crisis of 2009
2012, before the onset ahe COVIELY outbreak that led, in March and April this year, to an
almost complete stop in production across EU car plants.

Sluggish domestic and export demand, tradtated uncertainties, emissions woes, shifting
patterns in ownership and model range®k their heavy toll on production activity during 2019.
Output in the automotive sector has fallen since the third quarter of 2018, resulting in annual
drop of-4.6% over the entire year 2019 (the first since 2013), and equating teoyegear fall

of 16% in the first quarter of 2020 (afte.5% in the fourth quarter of 2019).

EU passenger car and commercial vehicle demand

In the first quarter of 2020, sales of passenger cars in the EU fell by 25.6%. March, in particular,
was the first month when the &cts of the COVH29 pandemic on the market became
pronounced: there was a dramatic dropp%.1%). Over the same quarter, the sale of new
commercial vehicles dropped b®3.2%, and in March 2020, demand for new commercial
vehicles fell by 47.3% across B, as measures to prevent the spread of the coronavirus lead
to the closure of dealerships.
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In June 2020, registrations of new passenger cars in the EU totalled 949,722 units, a drop of 22.3%
compared to the same month last year. Sales recorded a venopnced falls in all EU countries,

with the only exception of France (+1.2%). Over the first 6 months of 2020, registration dropped
by 39.5% compared to the same period of the previous year.

Automotive sector activity in the first quarter of 2020

Produdion activity in the EU automotive industry fell yeam-year for the sixth consecutive
guarter, i.e. by 16% (afte6.5% in the fourth quarter). The combination of already weakening
demand for new passenger cars in Europe and in key export markets sthan @S, China and
Turkey, uncertainty around WLTP and model changescghosn mid-March 2020 the outbreak

of the Covidl9 pandemic took their heavy toll on production activity in all EU countries.

Automotive industry forecast 202021

Due to the omset of the pandemic, the automotive industry has almost completely shut down
and production has been suspended all over Europe, with very few exceptions, although some
production sites reopened already in late April. Huge disruption in the supply cham tdu
lockdowns and blockages in transport across EU countries have made it very difficult to ensure
the supply of materials and components to the industry.

It remains to be seen if and when norma/ EU Automotive Sector

business conditions are restored in the cours ndex 2015-100 Production Activity- forecast fromQ2-2020 shchange
of 2020. However, assuming that from thej.s allge I v ilex ) .“' 5
third quarter onwards normal business " nuey |I | :
conditions return, it will take time before new
orders translate into new deliveries due tc| « -0y change (RH-axis)
persistent transport and supply chain issues ® = Production Index (Lr-axis
which will remain in place for some timén FOITIVY $EEEFITSEESSIIESFITS
addition, demand for new cars from consumers
is expected to remain very weak at least until the macroeconomic picture and consumer

disposable income improve. This is another source of uncertainty.

In 2021, provided that the industry has been able taoes its productionto normallevels and

with WLTP distortions having faded out by then, the launch of new modalany of them
electric vehicleg could be a supportive factor, combined with some improvement in real wages
and labour market dynamics ome demand side. However, subdued car demand from major
markets such as the US, China and Turkey will remain a challenge for EU car exporters.

In addition, traderelated risks remain considerable, with possible disputes with the US on tariffs
on EU automoltes and automotive parts and components that still hang over the industry. This
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would continue to impact German and a significant part of the Central European industry, which
have extensive trade linkages with the US market and are closely integratedurapean auto
supply chains.

Output in the automotive sector is expected to be hit the most compared to all other-staed
sectors in the course of 2020, with an annual sluny26$6 (the most severe on record), followed
by a rebound of 25.3% in 2021.

Mechanical engineering

In line with expectations, production activity in the EU mechanical engineering sector registered
negative growth in the first quarter of 2020, which was equally affected by the industrial
lockdown in response to the Covi® outbreak as the lack of new orders took its toll on
production activity As a result, the downward trend in output observed in previous quates
exacerbated, with a fall 66.8% yeaon-year (against1% in the fourth quarter of 2019).

Mechanicakngineering activity in the first quarter of 2020

Production activity in the EU mechanical engineering industryd&Po yeaion-year in the first
quarter of 2020 (after a drop ofl% in the fourth quarter), as a continuation of the existing
negative trand.

The negative impact of slowing capital investment growth in the EU, weaker international trade,
slowing global economic growth, protectionist policies and continuing Brexit uncertainty had
continued to outweigh positive support for output growth froorders that were still in the
production pipe line throughout 2019. As a consequence, growth in production activity continued
to decline up to the fourth quarter of 2019, resulting in an annual drop in output, albeit very
modest,of -0.3%.

The business iohate in the mechanical engineering sector had continued to deteriorate in
general due to tradeelated and Brexit uncertainty as well as on incoming orders and-tegar
production activity, which led to investment decisions being postponed. This treach&an
further worsened by the onset of the Covl® pandemic and its unprecedented consequences
on the industry. Activitycame to almost complete shutdown from midlarch, which has
significantlyimpacted figures for the first quarter of 2020.

Mechanical agineering forecast 2022021

The lockdown measures and the shutdown of industrial activity across the EU in the first quarter
of 2020 are set to take a heavy toll on the sector, with an almost unprecedented output loss at
least until the end of the seconduarter (provided that lockdown measures are eased or
removed and normal business conditions resume).
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Due to the relatively strong reliance of the mechanical engineering sector in the EU on export
markets and the investment climate, prospects for thesippandemic scenario are far from
bright. The combined effect of persistently low business confidence, trade friction, weakened
demand in key domestic markets in the EU, policy uncertainty and the likely weakness of the
manufacturing sector in general wdbntinue to put the brake on investment decisions. Amid
such levels of uncertainty, companies in most downstream sectors will likely refrain from
investment in new machinery and equipment and will instead favour maintenance,
debottlenecking and the upgraay of existing machinery.

Business conditions are expected to improve only slightly in 2021 as the manufacturing sector in
the EU begins to recover from the huge disruptions linked to the CO¥zandemic and will
restore normal production capacity, \itthe global supply chain functioning more normally.
However, it will take time before a rebound _ —

. . EU Mechanical Engineering
in orders feeds through to pProduction |idexz01s=100 proguction Activity- forecast from 922020 %changd
activity. On the other hand, in the post | ?

pandemic scenario, easy credit condition e m .I I I“
and financial support from policymalser
should prove supportive.

Mechanical engineering output is expecte( o sy change (Ret-axs) 20
. ==Production Index (LH-axis)
to fall by-13.4% in 2020, and to rebound by o'~ —— 1 2
i ’é\xNNNNN’\/’\« ,\QOOO@O‘OOO@QO‘OOQQO‘OONQOO‘O
6.8% in 2021. A A A A )

Steel tube industry

Production activity in the EU steel tube industry has become more closely aligned with
downstream sectorssuch as construction, automotive, the metal goods and mechanical
engineering sectors. It has thus moderately declined over the second half of 2019, further to
modest growth rates or even negative growth rates recorded between the second half of 2018
and the first half of 2019. This trend has been exacerbated dramatically by the outbreak of the
Covid19 pandemic in March 2020, resulted in an even steeper fall in steel tube output in the first
quarter of this year.

Steel tube industry activity in the firstayter of 2020

In the first quarter of 2020, output in the EU steel tube industry felt18:3%, a much more
pronounced fall than thel.4% recorded in the fourth quarter of 2019 (that had resulted, over
the whole year, in a marginal decrease of 0.3%).
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At the individual country level, the divergence in output trends remained as significant as in
preceding quarters. In Central Europe production activity registered an increase, whereas in
many Western EU countries steel tube output continued to fall rathersly.

The relative resilience of the tube industry, which recorded more moderate decreases in output
compared to other steelising sectors, can be partly explained by the links with the construction
sector in the EU, which had a positive impact on demérdsteel tubes in construction
applications up to the first quarter of 2020. This somewhat mitigated the negative impact of
deteriorating demand conditions in other sectors, such the automotive industry, mechanical
engineering and the metal goods sector.

Steel tube industry forecast 202021

Output in the EU steel tube industry is expected to be heavily impacted by the industrial
lockdown that has hit the EU further to the COMI®outbreak, with visible effects at least until
the end of the second quter of 2020.

Once the lockdown measures are EU Steel Tube Sector
removed and the pandemiend&: a.t a 'Qggx,2°15=1°° Production Activity- forecast from Q22020 O/D-chan?-es
time and pace which is essentially s

unknowable at the moment the outlook | ™ g g~/

105 -

for demand for large welded tubes from| i |
the oil and gas sector is expected t( *°

90 4

remain very weak. Mostimportant o | =1y-0-y change (RH-axis) 25
H . . e=Production Index (LH-axis) -30
80 -35)

regional projects from which Ekhsed | svsisans sesessesgesessassess
large welded tube producers could benefit N > N N v J

have been put on hold and little progress has been made over the past few months in solving the
political and commercial issues hampering the completion of somefgppigeline projects. The
recent collapse of global oil demand (and oil prices) reinforces this difficulty.

The demand outlook from the other downstream steel tube market segments is expected to
remain fairly sluggish even after the return to normal Imesis conditions. This will produce some
positive effects on output from Q1 2021. Demand from the construction sector looks set to
recover, albeit most likely at a somewhat reduced growth rate. Tube demand from the
automotive and engineering sectors is foest to remain rather weak, even if these sectors
restore their production activity to normal levels and supply chain disruptions are sorted out.
Import pressure on steel tube markets in the EU will remain high, particularly for the commodity
segment.

= | 21 The European Steel Association (EUROFER) AISBL | Avenue de Cortenbergh, 172, 1000 Brussels, Belg
age +32 3 738 79 20 | mail@eurofer.eu | www.eurofer.eu | EU Transparency Register: ID 9303881152



I
EUROFER

Steel tube output will fall for the second consecutive year in 2020, at a much faster rate than in
2019 €19.4% vs0.3%). A rebound of 9.8% is foreseen for 2021.

Electrical domestic appliances industry

Production activity in the electrical domestic appliaasector dropped by a sevei®2% in the
first quarter of 2020, further to a decrease 9% in the fourth quarter that had resulted in an
annual output decrease in 2019 Hy.2% (revised, formerhi.7%).

The domestic appliances sector, as well dseosteelusing sectors, has beaeverelyimpacted

by the economic lockdown due to the onset of the pandemic inkt&tch 2020. This has further
exacerbated the negative trend in production of the electrical domestic appliances sector in the
EUrecorded #ce the third quarter of 2018.

Electrical domestic appliances industry activity in the first quarter of 2020

z
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] ] Electrical Domestic Appliances Sector
domestic appliances sector fell By.2% Production Activity- forecast from Q22020 g,change

] ] :Ian%ef 2015=100 15
yearon-year in the first quarter of 2020.

r 10

Output isexpected to drop by10.8% in | _Hau__ |
2020 and to recover by 5.7% in 2021. |, | I
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Total EU stealsing sector output

Total production activity in EU steesing sectors increased by a meagre 0.3% (which is a revision
from the former drop 0f0.2%) in the whole year 20 - further to an increase of 2.9% in 2018
which was the first drop in output since 2013.

Thenegative growthin 2019was the result of an increase in construction output and a drop in
all other steelusing sectors (the most pronounced being recordguditlie automotive sector).
This negative trend continued at a faster pace in the first quarter of 2023 quarter \&s
impactedg albeit only from midMarchg by the lockdown measures implemented almost all over
the EU due to the Cowtl9 pandemic, thatle factopreventedindustrial production.
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Total steelusing sector activity in the first quarter of 2020

Further to the downturn already observed in the preceding quarters. Production activity in steel
using sectors of the EU experienced an even steeper fall in the first quarter of 2020. Since the
second quarter of 2019 (with flat growth), manufacturing outgas been slowing down
considerably compared to the bullish cycle of 2017 #wedfirst half 0f2018, due to international

trade tensions and lower exports to third countries, decreasing industrial confidence and growing
business uncertainty.

As a resultin the fourth quarter of 2019 steeising sectad 6utput dropped by-1.3% yeaion-

year, although 2019 annual growth was still positive (i.e. a mere 0.3%). In the first quarter of
2020, total steelising output dropped by7.2% as a result of the pandeswelated lockdown
exacerbatinghe existing negative trend.

In particular, since mi@018, automotive production activity has been under severe pressure.
Meanwhile, total production activity in the steeking sectors has held up somewhat better
thanks tothe resilienceof the construction sector because it is largely protected from the
ongoing weakening dynamics in foreign trade, but has also been largely affected by the disruptive
impact of the Covl9 pandemic in the first quarter 2020.

Overall outputin the steetusing sectors in the first quarter of 2020 registered negative growth
in all EU economies (at different rates across countries) with the only exceptions of the Czech
Republic and Poland.

Yearon-year %change EU Steel Weighted Industrial Ertion (SWIP) index

% Share | yeqr Year Yeal
in total VMQOQVHQVOQ vVvVNQ vMQVHI{VO(vN(
Construction 35 30 | 09 | 124| 54 | 24 | 53| 04 | 90| 46| 32| 40
Mechanical 14 03| 86| -215| -137| -96 | -13.4| 10 |127| 84| 60| 6.8
engineering
Automotive 18 46 | -160| 515| 26.8| 81 | 26.0| 50 | 79.9| 30.2| 10.4|25.3
Doimesie 3 12| 52| 202| 99| -85 | -108| 00 |141| 62| 42|57
appliances
el 2 95 | -37 | -235| -13.7| -145 | -136| 5.1 |215| 90| 89| 7.4
Transport
Tubes 13 03 | 133 | 322 | 208 | -106 | -194| 11 | 19.8| 151| 83 | 9.8
Metal goods 14 14| 55 | -186| 90 | 59 | 98 | 05 |168| 86| 66| 7.8
Miscellaneous 2 00 | -47 | 134| 91| 68 | 85 | 1.8 | 95| 63| 55 | 4.7
TOTAL 100 03 | 72 | 246 -129| 63 | -128| 05 |208| 10.7| 59 | 8.9
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Total steelusing sectors forecast 202021

The Coronavirus outbreak and the related industrial and economic lockdown experienced since
March this year are having a massive impacton stgg&lA y 3 & S O 2 Nl#Entxloguas] Lidzi =
capacity reduction (permanent and/or temporary) and huge supply chain disruption

These conditions are expected to : <
. . . . EU Steel Using Sectors

continue to weigh their negative effects Index 2015<100 production Activity- forecast fromQ22020  Sechangs
on industrial activity even once lockdowr) |
measures are either loosened or |,
removed in their entirety EcOonomiC |15 muo/Mu
growth and global trade are set to remair o -
weak until early 2021, with repercussions| % -
for export-oriented sectors (automotive | ——Production Index (LH-axis)
in particular). This will also affect EL % 0
investment via severely weakened
business confidence levels. Continued resilience in construction (that is: probably less negative
output growth than other sectors in 2020) maystion negative trends in other steating

sectors.

F 20
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== y-0-y change Production (RH-axis) L 20

Total steelusing sectors output is set to fall B32.8% in 2020 and to recover by 8.9% in 2021.

Real steel consumption

Real steel consumption fell by 5.8% yearyear in the first quarter of 2019 anstood at 38.6
million tonnes, after-8.1% in the fourth quarter of 2019. Over the entire year 2019, real
consumption had fallen by2.6% compared to 2018.

Real steel consumption in the first quarter of 2020

The continued, pronounced slowdown in productiactivity of steelusing sectors, coupled with
reduced steel intensity, led to a fall €5.8% yeaon-year in real steel consumption in the first
quarter of 2020. This was the fourth consecutive yeatyear drop.
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resulted from worsening market condltlgns o Forecast from Q2020 sechange
that had materialised over the preceding| - Fo
- . F6

quarters. Continued economic slowdowr| * g 3
over the second half of 2019 anc| - (3
widespread business uncertainty, plug *?- [ 3
. . . . r -15
decreasing steel intensitythe ratio of steel | **° - 18
F-21
consumptionto steelweighted production | *°° s -0y change (RH-axis) -2
. . . . . 9 ==mln tonnes per month (LH-axis) [ 2;

in steetusing industrieg, reflecting the fact FTOEITLS 5583903 FO8EFES

that during economic downturns steel using - - - z J

industries tend to reduce the steel content in their final output unilvere key drivers behind
this negative performance.

Forecast fo real consumption- % change yeaon-year

: Year Year Year
Period 2019 VMQIVHQIvo QlvinQ 2020 VMQIVHQlvoQlvnQ 2021

-26 | 58 | -264 | -13.3 | -82 |-13.6| 19.1 | 156 | 156 | 8.6 9.7

Real consumption will be hugely impacted by tBevid19 pandemic and the shutdown in
economic activity, particularly steeking industries. As the esocking process, which had
already taken place substantially during 2019 reflecting poor expectations, will ease
considerably, real consumption willlfat unprecedented rates in 2020, i-:43.6% in 2020. Real
consumption will recover in 2021, together with the improvement in steel demand, by 9.7%.
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The EU steel market: supply

The supphside of the EU steel market analyses factdfectingdomestic and foreign supply, as
well as stock effects in the distribution chain andleg end-userlevel

Apparent steel consumption

Apparent steel consumption concerns the supply of all steel products delivered to the EU28
market by domestic producers the EU and by third country exporters.

Apparent steel consumption in the first quarter of 2020

EU28 apparent steel consumption fell by; EU Apparent Steel Consumption 3
12% yeaon-year in the first quarter of | urom Forecast from Q2020 %change
2020 ¢ the fifth consecutive fall, even | is -
sharper than that recorded in the @wth | 14+
quarter of 2019, i.e.-10.8% ¢ and |

amounted to 37.6 million tonnes. The

11 4

outbreak of the Covid9 pandemic that . 0.y change (RH-axis) [ 2
. 1 . - -29

had led toan almost complete stop in | | =min tonnes permonth (LH-2xis) -

industrial activity from mieMarch 2020 FIEXTIPT FEESFISIFEESFIES

only partly took its toll, but steel demand
had already beeimmpacted. Substantial deterioration in business conditions due to the onset of
the pandemic were added to existing downside factors that&leeladyseriously depressed steel
demand over the preceding quarters: uncertainty about nam business conditiosy weak
demand from the manufacturing sector and continued stock reduction to record lows have
resulted in this exceptional quarterly fall.

As a result of the above downside factors, apparent consumption in the EU fell by 5.3% over the
entire year 2019, @mpared to 2018, when apparent consumption increased yaayear by
2.6%.

EU domestic and foreign supply

In line with whathad beenseen in preceding quarters, imports of steel products from third
countries into the EU markeg including semiinished products; decreased markedly over the
first quarter as a result of the safeguard measures applied by the EU, resulting in@yesar
drop of 20%, slightly less pronounced than tBé% recorded in the fourth quarter.

In the full year 2019, imports from third countries had decreased by 11%, against an increase of
12% in 2018. However, this yearly reduction conceals very high vglatilihports which can be
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seen when looking at monthly data, and this trend has also continued in the first four months of
2020. Imports jumped to atime record level of 4.4 million tonnes in August 2019, followed by
a much lower tonnages in the subseauenonths down to low levels in historical terms, with
more stable figures and lower volatility up to April 2020.

Meanwhile, domestic deliveries by EU steel suppliers fell by 8%oyegear in the first quarter

of 2020, the same rate recorded in the foruarter of the year. Over 2019, deliveries fell-by

4.2% compared to 2018, when they had increased in yearly terms by 1.2%. Business conditions
in the EU steel market have become increasingly difficult in the course of 2019 as price pressure
stemming from still high levels of imports has intensified amid wildly fluctuating monthly imports,
falling steel demand and destocking. The CdAdoutbreak in mieMarch 2020 has had only
limited effects in terms of actual data in the first quarter of 2020 but igsproduce even bigger
business disruption and to depress steel dembagdnunprecedentedextent.

Apparent consumption is expected to fall41y%.6% in 2020, and then to rebound by 14% in 2021.

EU appar